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INVESTIGATION  OF  SHIPYARD  PROFITS 


MONBAY,  SEPTEMBER  23,  1946 

House  of  Representatives, 

Committee  on  the  Merchant  Marine  and  Fisheries, 

Subcommittee  to  Study  Shipyard  Profits, 

Washington , D.  C. 

The  subcommittee  met  at  10  a.  m.,  Hon.  Schuyler  Otis  Bland  (chair- 
man of  the  committee)  presiding. 

Present:  Representatives  Bland  (chairman),  Bradley,  Weichel, 
Iierter,  and  McConnell. 

Also  present : Marvin  J.  Coles,  general  counsel  for  the  committee ; 
Nathaniel  C.  W.  Gennett,  Jr.,  associate  counsel;  Frederick  N.  Jones, 
assistant  counsel ; Reginald  S.  Losee,  chief  investigator. 

The  Chairman.  The  subcommittee  will  meet.  I have  asked  as  many 
of  the  members  of  the  subcommittee  as  possible  to  meet  with  me  purely 
as  a subcommittee  for  the  purpose  of  taking  testimony  on  such  mat- 
ters as  counsel  for  the  investigation'  committee  desires  to  bring  before 
the  subcommittee.  We  have  no  authority  to  pass  on  anything.  It 
simply  means  getting  the  information  before  the  committee,  as  has 
been  done  many  times.  I have  appointed  subcommittees  before  that 
went  out  to  take  testimony.  I did  not  know  who  would  be  here.  I 
called  in  all  who  were  able  to  come,  and  they  will  operate  as  a subcom- 
mittee for  the  purpose  of  taking  testimony. 

The  subcommittee  now  meets. 

Mr.  Counsel  for  the  committee,  do  you  have  any  statement  to  make  ? 

I wish,  before  you  begin,  to  say  that  we  are  concerned  only  with  the 
profits  of  the  shipbuilding  companies.  Extraneous  matters  are  not 
permissible. 

Mr.  Coles.  During  the  recent  war,  great  numbers  of  merchant 
ships,  were  needed  and  needed  quickly.  Existing  shipyards  were  not 
sufficient  for  the  task  and  companies  and  men  with  shipbuilding  ex- 
perience were  not  available  in  sufficient  numbers  to  do  the  job.  To 
obtain  the  needed  merchant  ships  the  Government  was  forced  to  turn 
to  newly  formed  companies,  most  with  little  capital  and  with  little 
background  or  experience  in  shipbuilding. 

The  production  job  done  by  these  shipyards  was  excellent.  Thou- 
sands of  ships  were  built  faster  than  had  previously  been  though 
possible.  But  while  the  shipbuilding  program  was  effective,  it  was 
filso  costly.  . Previous  committee  hearings  have  shown,  and  the  Mari- 
time Commission  has  recently  admitted,  that  in  parts  of  the  program 
there  was  waste,  extravagance,  and  high  cost. 

Ono  factor  in  these  costs,  which  so  far  has  received  little  public 
a^eb^1?n5 1S  tbe  profits  and  fees  paid  by  the  Government  to  the  various 
shipbuilding  organizations,  Early  in  1944  this  committee  held  hear- 

1 
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2 SHIPYARD  PROFITS 

mgs  on  the  Subject  of  profits  and  fees  paid  to  operators  of  shipyards. 

No  report  Was  then  issued  as.  I am  informed,  the  committee  was  told 
the  issuance  of  such  a report  might  have  hindered  the  continued  opti- 
mum operation  of' the  construction  program. 

The  Chairman.  I thought  a report  was  made. 

Mr.  Coles.  No,  sil ; no  report  was  issued. 

Today  the  facts  involved  can  be  revealed  without  any  possible  im- 
pediment to  the  war  effort. 

I feel  sure  that  all  of  us  here  strongly  believe  in  the  profits  system. 

It  is  the  basis  of  our  American  economy.  All  of  us  further  believe, 

I am  sure,  that  even  in  dealings  where  the  Government  is  the  sole 
customer,  a nd  even  during  wartime,  our  Nation’s  industry  is  entitled 
to  a reasonable  profit  for  its  efforts  and  risks.  At  the  same  time,  un- 
reasonable wartime  profits  and  war  profiteering  must  be  condemned. 

. During  the  next  few  days,  this  commitee  will  receive  evidence  as  to 
the  profits  and  fees  which  were  made  by  the  various  companies  operat- 
ing Government-owned  shipyards.  The  determination  which  the  com- 
mittee must  make  is  whether  the  amounts  they  received  as  fees  and 
profits  were  reasonable  and  proper,  or  unreasonable  and  unconscion- 
able. There,  is  no  accurate  formula  or  rule  to  measure  this,  nor  any 
precise  dividing  line  as  to  what  constitutes  reasonableness  or  what 
constitutes  profiteering  in  the  unpleasant  sense  of  that' word.  . Dut  I 
believe  that  sufficient  Information  can  be  brought  before  this  com- 
mittee for  it  to  have  sound  grounds  upon  which  it  can  determine 
whether  the  amounts  paid  to  these  companies  were  proper  compensa- 
tion for  their  work  or  excessive  and  unconscionable  profiteering  made 
at  the  expense  of  the  taxpayer. 

The  shipbuilding  program  was  so  huge  that  it.  can  be  dealt  with 
and  understood  only  by  taking  it  in  small  bites.  In  this  series  of 
hearings,  therefore,  the  committee  staff  will  confine  itself  to  the  pre- 
sentation of  data  concerning  shipyards  which  were  wholly  owned  by 
the  Government  and  the  fees  and  profits  which  these  yards  made.  A 
study  of  the  profits  of  other  shipyards  will  be  made  as  soon  as  time 

will  permit.  . . , 

The  shipyards  which  will  be  referred  to  during  the  present  hearings 
were  built  Solely  with  Government  funds  and  were  fully  owned  by  the 
Government.  In  most  capes,  I believe  it  will  be  found  that  the  operator 
of  the  shipyard  had  no  money  of  his  own  invested  in  the  physical  plant. 

The  procedure  used  was  for  the  Maritime  Commission  to  make  two 
contracts  With  the  newly  formed  company.  The  first,  usually  referred 
to  as  the  facilites  contract,  provided  that  the  company  would  build 
a yard  at  tire  expense  of  the  Government.  The  second  contract  would 
provide  that  the  contractor  would  construct  ships  in  that  yard. 

A word  seems  necessary  at  this  time  about  these  shipbuilding  con- 
tracts. Most  of  these  ship  construction  contracts  were  on  a basis 
known  as  cost-plus-a-fixed-fee.  Under  these  contracts,  the  contractor 
was  reimbursed  for  all, costs,  including  labor,  material,  management, 
salaries,  interest,  overhead,  and  other  factors  going  to  make  up  the 
total  cost  if  the  vessels  built.  In  addition,  he  received  a fee  varying 
in  amount  between  a specified  maximum  and  minimum,  with  the  actual 
fee  paid  determined  by  the  time  required  to  build  the  ship  and  the 
' nuinber  of  man-hours  used.  You  will  note  that,  under  this  type  of 
contract,  all  costs  and  expenses  were  reimbursed  and  there  was  no 

| ' 
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possibility  of  loss  to  the  operator.  The  question  then  arises  as  to  what 
the  fees  were  paid  for.  I am  informed,  and  it  will  be  brought  out  later, 

' that  under  the  other  forms  of  contract  used,  usually  referred  to  as 
price-minus,  selective  price,  and  fixed  price,  the  risk  was  likewise 
small. 

At  this  time,  I should  like  to  introduce  into  the  record  as  exhibit  1 
certain  documents  furnished  by  Admiral  Smith,  of  the  Maritime  Com- 
mission, in  response  to  our  request  and  to  furnish  each  member  with 
a copy  of  this  exhibit. 

I believe  I have  given  a copy  of  that  exhibit  to  you.  It  is  a letter 
from  Admiral  Smith  dated  July  13,  1946. 

Mr.  Bradley.  We  will  have  an  opportunity  to  question  Admiral 
Smith  on  this  letter,  I suppose? 

The  Chairman.  Yes. 

(Document  so  described  was  received  and  marked  “Exhibit  No.  1.”) 

Mr,  Coles.  You  will  note  from  this  exhibit  that  the  Government 
spent  $424,250,694  for  the  construction  of  shipyards  which  were  oper- 
ated by  the  19  companies  listed  therein.  I might  add,  parenthetically, 
that  figures  furnished  the  committee  by  Admiral  Smith  indicate  that 
little  if  anyhing  will  be  realized  from  their  sale  as  surplus.  Turning 
to  the  next  column,  you  will  see  that  these  19  companies  had  total 
combined  net  worth  of  their  own  of  only  $22,975,275.  It  should  be 
noted,  however,  that  this  money  of  the  operators  was  the  capital  which 
they  had  available  and  was  not  actual  investment  in  the  shipyard 
itself.  Now,  turning  to  the  last  column,  you  will  see  that  these  19 
shipyards  received  total  fees  and  profits-  from  the ' Government  of 
$356,006,612.  This  committee’s  basic  problem  is  to  determine  whether 
or  not,  under  all  of  the  circumstances  involved,  these  profits  and  fees 
were  reasonable  or  whether  they  constituted  unreasonable  profits  and 
profiteering. 

Two  caveats  should  be  noted  about  these  profit  figures.  First,  is 
that  some  of  the  profits  which  are  included  in  the  last  column  are 
before  renegotiation.  If  you  will  look  at  the  last  page  of  this  exhibit, 
however,  and  as  will  be  more  fully  brought  out  through  introduction 
of  the  financial  records  furnished  by  the  various  companies  involved, 
the  renegotiation  process  recovered  but  a comparatively  small  per- 
centage of  the  fees  and  profits  paid.  The  second  matter  to  note  is  that 
parts  ©f  these  fees  were  subject  to  recovery  through  taxes.  As  will 
be  brought  out  later,  however,  certain  companies  making  large  profits 
from  shipbuilding  operations  paid  practically  no  taxes. 

You  will  note  that  there  are  asterisks  next  to  the  names  of  six  ship- 
yards, These  shipyards  were  owned  and  operated  by  what  we  can 
call  the  Henry  J.  Kaiser  group.  The  sum  total  of  the  fees  and  profits 
received  by  these  Kaiser  group  yards  amounts  to  $192,237,284.  Your 
attention  is  also  invited  to  one  of  the  smaller  yards  known  as  the 
St.  Johns  River  Shipbuilding  Co.,  where  the  figures  furnished  us 
by  the  Commission  show  that  they  had  a total  invested  capital  of 
$600,  that  their  profits  and  fees  were  $2,080,000,  giving  a total  return 
on  their  capital  investment  of  almost  350,000  percent. 

If  the  committee  approves,  I should  like  to  call  as  our  first  witness 
a representative  of  the  General  Accounting  Office,  Mr.  Casey,  to  testify 
concerning  the  general  background  of  these  contracts.  Subsequent  to 
his  testimony,  we  can  call  upon  representatives  of  each  of  the  com- 
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panies  that  operated  government-owned  shipyards  to  supply  informa- 
tion as  to,  the  financial  structure  and  profits  of  their  organizations 
and  to  explain  their  views  concerning  them.  We  can  also  call  upon 
representatives  of  the.  Maritime  Commission  for  their  views. 

The  C i Jj airman.  The  Chair  wishes  to  announce  that  Mr.  Herter, 
a member;  of  the  committee  from  Massachusetts,  will  be  here  later. 

■ His  train  js  late,  and  that  is  the  reason  that  he  is  not  present, now. 

Mr,  Casey,  have  you  been  sworn? 

Mr.  CAfjEY.  No,  sir.  ......  ... 

The.  Chairman.  Do  you  solemnly  swear  that  the  evidence  you  will 
give  will  be  the  truth,  the  whole  truth,  and  nothing  but  the  truth,  so 
help  you  Cod  ? 

Mr.  Casey.  I do. 

.TESTIMONY  OF  RALPH  E.  CASEY,  REPRESENTATIVE  OF  THE 
GENERAL  ACCOUNTING  OFFICE 

Mr.  Corns.  Mr.  Casey,  will  you  tell  us,  for  the  purpose  of  the  record, 
your  full  name  ? 

Mr.  Ca^ey.  Ralph  E.  Casey. 

Mr.  Coles.  Whom  do  you  represent? 

Mr.  Casey.  The  General  Accounting  Office. 

Mr.  CopES.  And  are  the  views  which  you  are  going  to  express  today 
the  official  views  of  the  Comptroller  General  and  the  General  Account- 
ing Office? 

Mr.  Casey.  The  Comptroller  General  has  read  this  prepared  state- 
ment and  says  he  agrees  a hundred  percent  with  it. 

Mr.  CopES.  Will  you  read  that  statement,  Mr.  Casey? 

Mr.  Casey.  Mr.  Chairman  and  members  of  the  committee,  you  will 
recall  that  about  2 months  ago,  the  Comptroller  General  of  the  United 
States  appeared  before  the  Special  Senate  Committee  Investigating 
the  National  Defense  Program  to  express  his  views  on  the  general 
subject  of  wartime  procurement  by  the  Government.  You  will  re- 
call further  that  in  his  statement  before  that  committee  he  pointed 
out  some  of  the  weaknesses  and  deficiencies  in  our  system  of  procure- 
ment during  the  war  period — weaknesses  and  deficiencies  which  could 
only  result  In  excessive  and  extravagant  expenditures  of  public  funds 
and  the  realizing  of  unreasonable  and  excessive  profits  by  those  con- 
tracting with  the  Government.  He  described  briefly  the  inherent 
viciousneSs  of  the  cost-plus  form  of  contract;  the  practically  limitless 
power  and  authority  conferred  upon  the  procurement  agencies  by  the 
First  Way  Powers  Act;  and  finally,  the  helplessness  of  the  General 
Accounting  Office  under  existing  law  to  question  any  renegotiation  or 
termination  settlement  no  matter  how  favorable  to  the  contractor 
the  terms  ;of  such  settlement  might  be.  The  thought  which  the  Comp- 
troller Gejneral  left  with  that  committee  was  that  it  could  render  in- 
valuable service  to  the  nation  by  calling  attention  to  the  need  for 
restoring  some  of  the  safeguards,  checks  and  controls  which  experi- 
ence has  dictated  are  absolutely  essential  to  the  protection  of  the  tax- 
payers against  excessive  and  illegal  expenditures  of  public  funds, 
j Recently,  there  has  come  to  the  attention  of  the  General  Account- 
ing Office;  a letter  from  the  Chairman  of  the  Maritime  Commission, 
to  the  chairman  of  this  committee,  enclosing  a copy  of  a tabulation 
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entitled  “Fees  of  Shipyard  Operators  in  Relation  to  Their  Capital 
Investment  Under  Ship  Construction  Contracts  With  the  United 
States  Maritime  Commission.” 

Mr.  Bradley.  Is  that  the  same  statement  that  was  referred  to  by 
counsel?  . , 

Mr.  Casey.  That  is  exhibit  1,  sir. 

. We  have  had  occasion  to  examine  this  statement  to  some  extent, 
and  on  the  basis  of  that  examination,  it  is  our  view  that  the  statistics 
reflected  thereon,  considered  in  the  light  of  facts  and  circumstances 
of  which  the  General  Accounting  Office  has  been  cognizant  through- 
out the  war,  represent  to  a marked  degree  precisely  what  the  Comp- 
troller General  had  in  mind  in  the  statement  referred  to  above. 

In  a sense,  the  figures  contained  on  this  tabulation  speak  for  them- 
selves,, That  is  to  say,  it  shows  that  one  company,  the  St.  Johns 
River  Shipbuilding  Corp.,  with  an  original  investment  of  but  $600, 
realized  profits  estimated  at  $2,080,000  or  346,666  percent  of  their 
capital  investment,  Also,  it  indicates  that  companies  owned  or  con- 
trolled by  Henry  J.  Kaiser  and  his  associates,  namely,  California 
Shipbuilding  Corp.,  Kaiser  Co.,  Inc.,  Kaiser  Cargo,  Inc.,  Oregon 
Shipbuilding  Corp.,  Permanente  Metals  Corp.,  and  Walsh-Kaiser, 

Inc.,  had  a total  capital  investment  of  $2,510,000  and  made  profits 
estimated  at  $192,237,284,  in  other  words,  these  companies  with  but 
one-ninth  of  the  total  private  capital  invested,  realized  more  than 
half  the  total  profits.  It  would  seem  that  when  profits  from  Govern- 
ment contracts  paid  from  public  funds  soar  to  such  astronomical 
heights  in  proportion  to  invested  capital,  someone— either  Govern- 
ment representative  or  contractor — should  come  forward  with  a sat- 
isfactory explanation. 

It  is  our  understanding  that  the  purpose- of  the  present  investiga- 
tion and  hearings  is  to  enable  the  committee  to  decide  whether  the 
profits  realized  by  these  shipbuilding  companies  are  reasonable  in 
amount.  _ And  it  is  solely  in  the  interest  of  aiding  the  committee 
in  reaching  its  conclusion,  that  representatives  of  the  General  Ac- 
counting Office  appear  here  today  pursuant  to.  your  invitation.  To 
that  end,  it  will  be  our  primary  purpose  to  lay  before  this  committee 
facts,  contracting  methods  and  operating  procedures  which,  in  our 
opinion,  have  a material  bearing  on  the  issue  to  be  decided. 

In  the  first  place,  information  of  record  in  the  'General  Accounting 
Office  would  indicate  that  the  figures  contained  on  this  tabulation  with 
respect  to  the  capital  investment  of  each  shipyard  operator  are  mis- 
leading. It  is  believed,  in  some  instances  at  least,  that  a substantial 
part  of  what  is  denoted  as  capital  investment  represents  profits  and 
fees  paid  from  public  funds. 

For  example,  the  California  Shipbuilding  Corp.  was  incorporated 
under  date  of  January  6,  1941,  and  the  entire  original  cash  invest- 
ment, ip  thp  corporation,  represented  by  1,000  shares  of  capital  stock 
at  a par  valuo  of  $100  per  share,  consisted  of  $50,000,  invested  by 
the  Todd  Shipyards  Corp.,  and  .$50,000,  invested  by  10  companies 
affilifaed  with  Henry  J.  Kaiser.  About  a year  later,  on  February 
19,  1942,  a meeting  was  called  for  the  purpose  of  declaring  dividends 
out  of  the  surplus  of  the  corporation.  The  minutes  of  this  meeting 
read  : 
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After  a full  Liscussion,  upon  motion,  duly  made,  seconded,  and  carried,  it  was 
Unanimously  resolved,  that  a dividend  in  the  amount  of  $1,000  per  share,  be 
and  the  same  hereby  is  declared  on  all  issued  stock  of  this  corporation  payable 
on  February  lO,  1942,  to  stockholders  of  record  as  of  the  clase  of  business  on 
February  18,  1942.  ' " 

This  dividend  was  payable  in  cash  or  in-  stock  at  the  option  of  the 
stockholder  at  a value  of  $100  per  share.  . a 

Thereupon,  a series  of  transactions  took  place  which  had  the  effect 
of:  (1)  The!  cancellation  of  and  reissuance  to  the  remaining  stock- 
holder^ of  the  500  shares  originally  held  by  Todd  Shipyards  Corp.; 

(2)  the  declaration  of  a $500,000  stock  dividend  and  a $500,000  cash 
dividend;  (3)  cancellation  and  reissuance  of  about  one-third  of  the 
625  shares  .received  by  the  Henry  J.  Kaiser  Co.,  as  a stock  dividend; 

“(4)  cancellation  and  reissuance  of  about  one-third  of  the  625  shares 
received  by  the  Kaiser  Co.  as  a stock  dividend;  and  (5)  cancellation 
and  reissuaijce  of  about  one-half  of  the  455  shares  received  by  the 
General  Construction  Co.  as  a.  dividend.  _ 

This  information,  which  was  contained  in  a report-  made  by  in- 
vestigators of  the  General  Accounting  Office,  would  indicate  that  the 
figure  of  $600,000  shown  in  this  tabulation  as  invested  capital  of  the 
shipyard  operator  consists  of  but  $100,000  of  private  capital,  the 
remaining  $|500,000  consisting  of  profits  from  Maritime  Commission 
- contracts,  j 

Now,  turning  once  again  to  the  general  aspects  of  the  matter  of 
profits,  I should  like  to  describe  briefly  the  nature  and  characteristics 
of  the  forms  of  contracts  employed  by  the  Maritime  Commission  in 
the  building  of  ships. 

' In  the  first  place,  the  Government  furnished  the  contractors  listed 
on  this  tabulation  with  a fully  equipped  shipyard.  This,  was  ac- 
complished under  a so-called  facilities  contract.  The  Maritime  Com- 
mission agreed  to  purchase,  lease,  or  otherwise  acquire  the  land  on 
which  the  contractor  was  to  build  a shipyard  according  to  approved 
plans  and  specifications.  The  contract  provided  that  the  complete 
cost  of  building  the  yard  would  be  paid  to  the  contractor  by  the  Com- 
mission with  the  understanding  that  the  work  would  be  performed 
without  profit.  Title  to  the  facilities  vested  in  the  United  States, 
but  for  the  purposes  of  carrying  out  his  vessel  construction  contracts, 
the  contractor  was  given  use  of  the  facilities  without  the  payment  of 
rent  or  other  fees  or  charges. 

' Then,  with  respect  to  the  vessel  construction  contracts  themselves, 

X should  like  to  point  out,  first,  the  salient  features  of  the  so-called 
post-plus-a-nxed-iee  form  of  contract.  Under  such  a contract,  the 
Contractor  agrees  to  construct  a specified  number  of  vessels  according 
to  plans  and  specifications  and  to  deliver  the  vessels  on  certain  speci- 
fied dates.  ! The  Commission  agrees  to  pay,  or  cause  to  be  paid,  to 
the  contractor  the  entire  cost  of  performing  the  contract  plus  a fee 
for  each  vessel  as  provided  therein.  The  costs  are  to  be  governed  by 
the  rules  arid  regulations  issued  by  the  Commission  entitled  “Regula- 
tions Prescribing  the  Method  of  Determining  Profit  Adopted  May 
4,  1939-”  However,  the  contract  itself  lists  the  following  as  reim- 
bursable costs : , . .. 

(1)  The  net  cost  of  all  materials,  equipment,  and  machinery  pur- 
chased for  the  construction  of  the  vessels. 
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(2)  The  actual  cost  of  all  labor  properly  chargeable  to  the  construc- 
tion of  the  vessels  including  bonuses,  overtime,  and  vacation  pay. 

'(3)  The  salaries  and  wages  of  officers,  managers,  superintendents, 
foremen,  engineers,  draftsmen,  supervisors,  storekeepers,  clerks,  and 
laborers,  and  all  other  employees  on  the  pay  roll  of  the  contractor  who 
are  engaged  in  the  maintenance,  construction,  or  protection  of  the 
vessels  or  in  the  maintenance,  operation,  and  protection  of  the  facili- 
ties and  the  premises  on  which  they  are  constructed,  or  in  clerical  or 
administrative  work  in  connection  with  any  of  such  activities. 

(4)  The  net  cost  of  engineering  services,  plans  and  specifications, 
and  reasonable  legal  and  accounting  fees  specifically  approved  by  the 
Commission,  and  charges  for  clerical  and  administrative  services  ren- 
dered bv  others  (including  affiliates)  provided  such  charges  are  ap- 
proved by  the  Commission. 

(5)  The  actual  cost  of  delivery  of  the  vessels  and  of  any  trials  and 
tests. 

(6)  Rental  payments  under  any  lease  approved  by  the  Commis- 
sion under  the  vessels  contract. 

(7)  Rental  payments  for  equipment. 

(8)  The  actual  net  cost  of  fuel,  power,  water,  stationery,  telephone, 
telegraph,  reasonable  traveling  and  transportation  expense  of  em- 
ployees, freight,  express,  trucking,  unloading  and  handling  costs,  per- 
mits, licenses,  royalties  for  the  use  of  patents  when  authorized  by  the 
Commission  or  required  by  the  design  of  the  vessel,  taxes,  insurance 
ahd  bond  expense,  and  the  actual  net  cost  of  replacing  any  work  or 
vessels,  destroyed  or  damaged  and  not  covered  by  insurance. 

(9)  Actual  interest  paid  or  accrued  for  payment  (subject  to  certain 
limitations)  on  loans  incurred  solely  for  the  performance  of  the  con- 
tract work. 

(10)  The  actual  net  cost  of  supplies,  tools,  ahd  equipment  purchased 
and  used  in  the  construction  of  the  vessels. 

(11)  General  administrative  and  operating  expenses  of  the  con- 
tractor incurred  in  performance  of  the  contract  not  otherwise  pro- 
vided for. 

(12)  The  actual  net  cost  to  the  contractor  of  carrying  on  a training 

S-ara,  reasonable  in  extent,  for  the  training  of  employees  for  the 
uilding  project. 

(13)  State,  city,  and  county  taxes  against  the  land  and  improve- 
ments upon  which  the  vessels  are  to  be  constructed. 

■ (14)  AH  proper  cancellation  costs  and  charges  where  cancellations 
or  terminations  are  directed  and  approved  by  the  Commission. 

(15)  All  costs  of  remedying  defective  work  or  replacing  materials. 
Article  8 covers  the  amount  of  the  fee  payable  for  each  vessel.  It 
provides  for  a base  fee  subject  to  adjustment  depending  upon  the  date 
of  actual  delivery,  as  compared  to  the  agreed  delivery  date,  and  the 
actual  number  of  man-hours  of  direct  and  indirect  labor  expended  in 
the  completion  of  the  vessels,  as  compared  to  the  estimated  number 
of  man-hours  specified  in  the  contract.  However,  the  article  fixes 
both  a maximum  and  a minimum  fee. 

It  has  been  said  that  under 'this  form  of  contract  the  fee  constitutes 
compensation  for  the  know-how  of  the  contractor.  But  when  you 
consider  that  the  Government  pays  the  salaries  of  the  contractor’s 
officers  to  a maximum  of  $25,000  a year,  pays  all  engineering  and  archi- 
tectural fees,  as  well  as  every  other  wage  or  salary  for  skilled  or  un- 
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skilled  labor,  and  that  in  many  cases  the  contractors  had  no  previous 
shipbuilding  experience  whatever,  it  looks  as  though  the  only  know- 
how covered  by  the  fee  was  knowing  how  to  secure  a contract  from  the 
Maritime  Commission. 

Next,  therms  is  what  is  known  as  a price-minus  form  of  contract. 
The  contract  provides  for  a fixed  contract  price  subject  to  adjustment 
for  increases  or  decreases  in  labor  costs  and  also  subject  to  adjustment 
depending  upon  the  final  cost  of  performing  the  contract.  That  is 
to  say,  if  upon  completion  and  delivery  of  the  vessels  it  develops  that 
the  amounts  paid  in  costs  and  fees  are  less  than  the  stipulated  contract 
price,  the  Commission  agrees  to  pay  the  contractor  50  percent  of , the 
difference.  If,  however,  the  contractor’s  costs  exceed  the  stipulated 
contract  price,  the  full  amount  of  such  costs  are  nevertheless  reim- 
bursed to  the  contractor. 

The  theory  of  this  form  of  contract  is  to  provide  an  incentive  to  the 
contractor  to  keep  his  costs  to  a minimum  so  that  he  may  benefit  by 
the  additional  payment  of  one-half  the  excess  of  the  stipulated  con- 
tract price  dver  his  costs  plus  fees.  Of  course,  the  extent  to  which 
economy  and  efficiency  are  needed  to  enable  the  contractor  to  earn 
this  additional  amount  depends  primarily  upon  the  amount  fixed  by 
representatives  of  the  Maritime  Commission  as  the  stipulated  contract 
price ; and,  of  course,  it  is  obvious  that  in  no  event  can  the  contractor 
lose  money  since  his  costs  are  reimbursed  to  the  penny,  no  matter  by 
how  much  they  exceed  the  stipulated  price.  ■ 

Incidentally,  this  form  of  contract  is  understood  to  have  been  orig- 
inated by  the  Bethlehem  Steel  Corp.  during  World  War  I and  a read- 
ing of  the  Supreme  Court  opinion  in  the  case  of  U.  S,  v.  Bethlehem 
Steel  Corp. ! (315  U.  S.  289)  will  show  that  that  company  certainly 
used  the  price-minus  contract  to  good  advantage,  making  22  percent 
profit  under  the  “half  savings”  clause. 

Finally,  I should  ilke  to  discuss  briefly  the  principal  characteristics 
of  the  so-ca jled  selective- price  contract.  Under  this  contract  the  Com- 
mission furnishes  to  the  contractor  the  principal  items  of  machinery, 
material,  and  equipment  and  certain  subcontract  work,  it  being  pro- 
vided that  jthere  will  be  deducted  from  amounts  otherwise  payable 
under  the  contract,  a fixed  sum  as  the  agreed  costs  of  the  materials, 
etc.,  furnished. 

Article  7;  provides  that,  as  compensation  for  the  contract  work,  the 
contractor  will  be  paid  a fixed  price  subject  to  adjustments,  additions, 
and  deductions  thereafter  provided  for.  Article  10  is  the  key  provi- 
sion of  this  type  of  contract.  Under  this  article  the  contractor  is  re- 
quired to  repay  to  the  Commission  all  profit  in  excess  of  the  amount 
of  retainable  profit  determined  in  accordance  with  the  terms  of  the 
contract.  It  provides  that  the  Commission  will  determine  the  profit 
on  the,  basis  of  there  being  involved  a fixed  price,  rather  than  a reim- 
bursable cost  contract,  so  that  the  contractor  is  allowed  all  his  costs 
even  though  unreasonable  and  excessive,  unless  there  is  evidence  of 
reckless  or  willful  misconduct  or  that  the  contractor  had  a pecuniary 
interest  inf  the  particular  transaction.  The  article  further  provides 
that  prior  to  the  laying,  of  the  keel  of  a vessel,  the  contractor  may  de- 
crease or  increase  the  price  paid  for  that  vessel  according  to  a table 
Set, forth  in  the  contract.  This  table  contains  a certain  scale  of  prices 
with  a corresponding  scale  of  maximum  vessel  profit,  in  inverse  pro- 
portion to]  thp  vessel  prices. 


:or 


Approved  F6r  Release  2003/10/10  : CIA-RDP64B00346R000400060002-4 


Approved  For  Release  2003/10/10  : CIA-RDP64B00346R000400060002-4 

SHIPYARD  PROMTS  9 

In  other  words,  the  theory  of  this  form  of  contract  is  that  by  per- 
mitting the  contractor,  prior  to  the  laying  of  a keel  of  a particular 
vessel,  to  select  his  own  price  for  that  vessel,  it  affords  him  an  incentive 
to  keep  his  costs  af  a minimum  and  to  select  the  lowest  price  possible 
so  that  he  may  retain  a greater  profit. 

Many,  if  not  most,  of  these  selective-priqe.  contracts  have  been  ex- 
empted from  renegotiation  by  the  Commission  and  its  Chairman  un- 
der authority  conferred  by  the  Renegotiation  Act  on  the  basis  that 
profits  can  be  determined  with  reasonable  certainty  when  the  contract 

price  is  fixed.  . 

As  I have  previously  stated,  under  this  form  of  contract  the  Mari- 
time Commission  furnished  practically  all  the  heavy  material  and 
equipment  and  deducted  a specified  sum  from  the  contract  price  to 
cover  the  material  furnished.  I believe,  in  most  cases,  this  specified 
sum  was  about  $1,000,000  as  compared  to  a contract  price  of  something 
over  $2,000,000.  In  other  words,  about  40  percent  of  the  gross  vessel 
price  represented  Government- furnished  material.  So  that  by  fixing 
the  fees  and  retainable  profit  on  the  basis  of  the  gross  contract  price, 
the  result  was  that  the  Government  paid  a percentage  of  profit  on  the 
value  of  its  own  materials.  The  committee  mav  wish  to  consider 
whether  this  was  a proper  method  of  computing  fees  and  profits. 

The  foregoing  types  of  contracts  are  those  principally  employed 
by  the  Maritime  Commission  in  the  construction  of  vessels.  Of  course, 
it  is  impossible  for  a contractor  to  lose  money  under  either  a cost-plus 
or  a price-minus  contract.  Theoretically,  I suppose  a contractor  could 
lose  money  under  a selective-price  contract  if  he  chose  too  low  a figure ; 
but  our  examination  of  individual  cases  indicafes  that  invariably  the 
contractor  was  too  cautious  in  his  price  selection  for  the  first  vessels 
constructed  under  his  contract  and  that  he  successively  chose  lower 
prices  for  the  vessels  with  correspondingly  larger  profits. 

Under  our  economic  system  profit  is  generally  associated  with  risk. 

In  fact,  bringing  this  proposition  closer  to  home,  the  Renegotiation 
Act  provides  that  in  determining  the  reasonableness  of  a contractor’s 
profit,  two  of  the  factors  to  be  considered  are:  (1)  The  amount  and 
source  of  public  and  private  capital  employed  and  net  worth  and  (2) 
the  extent  of  risk  assumed.  So  it  becomes  pertinent  to  ask  with  re- 
spect to  the  profits  made  by  these  shipbuilding  companies : First,  what 
was  the  amount  and  source  of  public  and  private  capital  employed ; 
second,  what  risk  did  the  contractors  assume;  and  third,  what  weight 
was'accorded  these  factors  by  the  Price  Adjustment  Board  in  renego- 
tiation? 

In  considering  the  reasonableness  of  profits,  it  would  seem  that  a, 
distinction  should  be  recognized  between  two  types  of  cases.  If  a con- 
tractor obligates  himself  to  build  a vessel  for  a fixed  price  in  his  own 
shipyard,  and  takes  the  risk  that  he  can  perform  for  that  price  and 
still  make  a profit,  he  should,  of  course,  be  entitlejl  to  retain  a reason- 
able percentage  of  the  price  paid  for  the  vessel.  But  where  a con- 
tractor assumes  no  obligation  and  no.  risk  with  respect  to  the  cost  of  a 
vessel — as  in  the  case  of  a cost-plus  or  a price-minus  contract — and 
where,  in  addition,  he  uses  a Government-owned  shipyard,  certainly  he 
should  not  be  permitted  to  realize  the  same  percentage  of  profit.  In 
fact,  in  view  of  the  Government’s  obligation  under  these  forms  of 
contract  to  pay  every  conceivable  item  of  cost  incurred  by  the  con- 


Approved  For  Release  2003/10/10  : CIA-RDP64B00346R000400060002-4 


Approved  For  Release  2003/10/10  : CIA-RDP64B00346R000400060002-4 

SHIPYARD  PROFITS 

traptqr,  whether  prudently  incurred  or  not,  the  contractor  is  nothing 
i&Oj:e  or . jess  than  the  manager  of  a Government  shipyard  for  the  con- 
struction 9f  ships.  He  is  not  required  to  forecast  the  future,  outguess 
his  competitors,  risk  his  capital,  or  contend  with  any  of  the  other  fac- 
tors ordinarily  standing  between  an  enterpreneur  and  his  profit. 
Undpr  section  805  of  the  Merchant  Marine  Act  of  1936  his  salary  as  a 
rpimpprsaple  item  of  cost  is  limited  to  $25,000  a year.  But  since  the 
amount  received  by  him  as  salary  for  his  managerial  duties  is  reim- 
bursed to  him  under  his  contract  with  the  Maritime  Commission,  the 
payment  of  enormous  fees  in  addition  would  seem  to  violate  at  least 
the  spirit*  if  not  the  letter*  of  this  law. 

4s.ka(|M  these  forms  of  contract  are  from  the  standpoint  of  pro- 
tecting tfie  Government  and  the  taxpayer  from  waste  and  extrava- 
gance, you  would  at  least  think  that  once  a contract  was  executed  it 
would  be  performed  according  to  its  terms.  And  yet  that  was  the 
exception,  gather  than  the  rijle.  In  most  of  the  cases  I have  seen  the 
original  contract  was  torn  up  somewhere  along  the  line,  and  a new 
one  of  a.  different  form  executed  in  its  place.  It  will  be  seen  when 
the  facts  of  individual  cases  are  described  that  to  ascertain  the  precise 
enect  in dollars  and  cents  of  this  conversion  from  one  form  of  contract 
to  another,  you  have  only  the  statements  of  those  in  the  Commission 
recommending  the  conversion  to  rely  on.  But,  bearing  in  mind  that 
m each  ca^e  the  cntractor’s?  consent  was  necessary  to  the  conversion 
and  that  ill  many  cases  the  contractors  themselves  urged  such  action 
even  a child  can  reason  that  the  contractor  must  invariably  have  re- 
ceived mofe  money  under  the  new  contract.  We,  in  the  General  Ac- 
counting Office,  consider  this  device  as  a vicious  means  of  circum- 
venting tlip  audit  of  individual  cost  items  by  our  Office,  as  well  as  of 
extracting  still  more  money  from  the  public  till.  But  whatever  the 
purpose  in|ght  be  in  particular  cases,  you  can  be  sure  that  the  United 
States  got  a “fast  shuffle”  in  each  deal. 

In , many  cases  there  was  nothing  the  General  Accounting  Office 
could  do,  pi  suph  a situation  in  view  of  the  broad  authority  under 
wpich  thmCqmmission  was  operating  during  the  war  period.  How- 
ever. (lie  Comptroller  General  did  hold  that  in  his  opinion  there  was 
no  authority  of  law  for  converting  a cost-plus-a-fixed-fee  contract 
to  a.  lump-sum  contract  after  all  the  work  had  been  performed  and 
when  nothing  remained  but  payment  of  the  amount  due.  Under 
date  of  April  18,  1945,  he  advised  the  Chairman  of  the  Maritime 
Commission  as  follows  [reading]  : 

Accordingly,  you  are  advised  that  any  conversion  of  cost-type  contracts 
into  fixed-pi-ice  contracts,  upon  completion  of  the  work  and  before  final  pay- 
ment has. been  made,  will  not  be  recognized  by  this  office  insofar  as  such  con- 
versions purport  to  limit  the  evidence  which  the  contractor  will  be  required 
to  furnish  lp  support  of  vouchers  covering  payment  under  such  contracts,  and 
that,  unless  youcjiers  covering  reimbursement  to  contractors  are  supported  by 
evidence,  su<[h  a,s  will  enable  this:  Office,  to  make  a satisfactory  audit  thereof, 
credit  for  apy  such  payments  will  be  withheld  in  the  accounts  of  the  account- 
able officers  ^concerned.  . 

, I believe  it  would  be  of  interest, to  consider  certain  specific  cases 
of  conversions  from  ope  form  of  contract  to  another.,  first,  let  us 
take  a epp  which,  while  it  does  not  involve  a company  on:  the  list 
furnished  ;this  committee,  does  illustrate  the  practice  to  which  I 
refer.  Op  September  30,  1940,  the  Maritime  Commission  entered 
into  a price-minus  contract  with  Western  Pipe  & Steel  Co.  for  the 
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construction  of  a cargo  vessel  for  the  Isthmian  Steamship  Corp.  On 
February  6,  1942,  this  contract  was  converted  to  a cost-plus-a-fixed- 
fee  contact.  This  conversion  was  necessary  because  the  Isthmian 
Steamship  Corp.  had  relinquished  its  right  to  the  vessel  and  it  was 
being  completed  as  a destroyer  tender  for  the  Navy.  Obviously,  a 
price-minus  contract  containing  a stipulated  figure  for  a cargo 
vessel  would  not  be  appropriate  for  a destroyer  tender,  and  this  phase 
of  the  transaction  is  not  open  to  question. 

However,  on  December  31,  1942,  this  contract  and  five  other  con- 
tracts—apparently  all  originally  price-minus,  later  converted  to  cost- 
plus — w7ere  converted,  to  a lump-sum  contract  providing  for  a pay- 
ment of  $47,954,740  for  all  six  vessels.  This  price  -was  $7,914,270  in 
excess  of  the  estimated  amounts  payable  under  the  six  cost-plus  con- 
tracts. In  fact,  this  lump-sum  contract  recited  on  its  face  that  the 
vessels  covered  by  it  already  had  been  completed.  It  further  recited 
that  the  lump  sum  agreed  upon,  in  lieu  of  the  compensation  under  the 
cost-plus  contract,  was  an  amount  which  the  parties  estimated  would 
pot  exceed  the  total  compensation  and  that  the  Maritime  Commission 
had  determined  it  to  be  in  the  best  interest  of  national  commerce  and 
defense  to  modify  the  contract  so  as  to  provide  for  a lump-sum  pay- 
ment. . 

The  General  Accounting  Office  took  exception  to  the  action  in  this 
case  on  the  ground  that  the  record  failed  to  disclose  how  it  could 
have  been  determined  to  be  in  the  best  interest  of  the  United  States 
to  pay  out  almost  $8,000,000  more  under  the  new  contract.  The 
Maritime  Commission  replied  that  the  primary  reason  for  the  con- 
version was  that  the  contractor  did  not  have  the  documentary  evi- 
dence necessary  to  support  requests  for  reimbursement  under  the 
cost-plus  contract  by  virtue  of  the  fact  that  a large  portion  of  the  work 
had  been  completed  while  under  the  price-minus  contract.  The  Com- 
mission stated,  however,  that  the  lump  sum  agreed  upon  was  only 
$1,396,740  more  than  the  contractor’s  costs  and  that,  therefore,  the 
conversion  resulted  in  a saving  of  $1,903,000  which  would  have  been 
payable  in  fees. 

Legally,  this  explanation  by  the  Commission  closed  the  door  on  the 
General  Accounting  Office.  We  had  no  evidence  of  fraud  or  bad 
faith,  and  by  the  act  of  May  2,  1941,  the  Commission  was  authorized, 
upon  it  determination  that  such  action  was  in  the  best  interests  of 
national  commerce  and  defense  because  of  changes  in  conditions  oc- 
curring after  the  execution  of  its  contracts  theretofore  or  thereafter 
entered  into  for  the  construction  of  vessels,  to  modify  such  contracts 
in  conformity  with  the  provisions  of  such  law  and  to  adjust  the  pay- 
ments accordingly.  In  other  words,  the  General  Accounting  Office 
had  to  accept  the  administrative  finding,  as  well  as  the  figures  upon 
which  the  finding  was  based,  by  reason  of  the  broad  grant  of  discre- 
tion contained  in  the  provisions  of  law  cited.  But  how  the  original 
estimate  of  cost  could  have  been  almost  $10,000,000  out  of  the  way  has 
never  been  explained. 

• Then  .we  have  a conversion  involving  the  Permanente  Metals  Corp. 
Originally,  the  company  had  two  cost-plus  contracts  covering  the 
construction  of  142  vessels,  77  under  contract  No.  1 and  65  under  con- 
tract No,  2.  The  Commission  settled  for  32  completed  vessels  under 
contract  No.  1 for  a lump  sum.  The  remaining  45  vessels  under  con- 
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tract  No.  1 and  the  65  vessels  under  contract  No.  2 were  transferred 
to  a hew  selective-price  contract,  dated  as  of  April  1, 1945.  However, 
the  records  indicate  that  as  of  that  date,  namely,  April  1,  1945,  39 
of  the  45  vessels  transferred  from  contract  No.  1 were  complete  and 
the  remaining  six  80  percent  complete,  and  that  14  of  the  64  y esse  i s 
transferred  from  contract  No.  2 were  complete  and  the  remaining  51 
vessels  averaged  45.4  percent  of  completion.  . 

By  letter  :of  October  19,  1945,  the  Comptroller  General  directed 
the  attention  of  the  Chairman  of  the  Maritime  Commission  to  this 
matter  and  requested  an  explanation.  He  also  requested  a copy  oi 
the  audit,  statement  reflecting  the  cost  of  the  32.  vessels  for  which  the 
lump  sum  of  $8? ,005, 000  had  been  paid. 

To  date  tliere  has  been  no  reply. 

In  the  case  of  a similar  conversion,  that  is?  from  two  cost-plus  con* 
tracts  to  one  selective-price  contract  involving  the  Bethlehem-Fair- 
field  Shipyard,  Inc.,  the  Chairman  of  the  Maritime  Commission  sub- 
mitted the  matter  to  the  Comptroller  General  for  a decision  as  to  the 
propriety  of  the  action  before  it  was  taken.  In  decision  dated  July 
16,  1945,-  after  reciting  the  fact  that  all  53  vessels  were  already  com- 
pleted under  one  contract  and  that  24  keels  had  been  laid  under  the 
second  contract,  the  Comptroller  General  stated  [reading]  : 

* 1 * * Confining  consideration  to  the  first  contract  it  would  seem  clear  be- 

yond any  question  of  doubt— even  aside  from  the  figures  stated  above  with 
respect  to  maximum  fees  and  retainable  profit — that  for  the  Maritime  Commis- 
sion now  to  enter  into  any  agreement  which  would  have  the  effect  of  foreclosing 
the  General  .accounting  Office  from  determining  the  propriety  of  any  of  the 
items  of  cost  reimbursed  to  the  contractor,  in  connection  with  the  construction 
of  these  first  53  vessels  and  which  would  foreclose  the  Government  s right  to 
determine  the  reasonableness  of  the  profit  realized  by  the  contractor  (it  being 
noted  that  under  article  33  the  proposed  new  contract  would  be  exempt  from 
renegotiation)!  could  not  be  in  the  interest  of  the  United  States. 

Furthermore  it  is  understood  that  the  advantages  of  the  selective-price  form 
of  contract  ate  derived  from  (1)  the  incentive  which  the  contractor  has  to 
reduce  costs  find  (2)  the  risk  the  contractor  assumed  in  agreeing  to  construct 
a vessel  for  a fixed  price.  However,  where  a vessel  has  been  completed  under 
a cost-plus-a-fixed-fee  contract,  not  only  is  there  no  opportunity  for  the  cost- 
reduction  incentive  to  operate,  but  the  only  risk  involved  is  that  the  contractor 
has  correctly  computed  its  costs  before  selecting  the  fixed  price.  This  is  true, 
not  onlv  with:  respect  to  contracts  under  which  all  the  vessels  called  for  have 
been  completed,  but  also,  to  a lesser  degree,  with  respect  to  contracts  under 
which  any  vessels  have  been  completed  or  under  which  any  keels  have  been 
laid.  In  other  words,  the  selective-price  form  of  contract  can  he  expected  to 
accomplish  its  intended  purposes  only  when  used  to  cover  the  construction  of 
vessels,  the  keels  for  which  have  not  been  laid. 

Another  feature  of  the  selective-price  form  of  contract  also  would  seem  open 
to  question  When  such  a contract  covers  the  construction  of  a number  of  ves- 
sels as  is  understood  to  be  the  usual  case,  it  would  seem  necessary  that  records 
pertaining  to ! construction  costs  be  kept  separately  for  each  individual  vessel;: 
otherwise  the  risk  element  can  be  nullified.  For  example,  if  the  contractor 
selects  a low  figure  for  the  first  hulls  to  be  built  under  the  contract— thereby 
permitting  a comparatively  high  retainable  profit — and  it  later  turns  out  that 
the  cost  of  Constructing  such  hulls  exceeded  the  estimate  upon  which  the 
price  selection  was  based,  the  contractor  still  would  have  the  opportunity— if 
the  construction  costs  of  all  hulls  covered  by  the  contract  are  commingled— to 
offset  the  mistake  in  judgment  in  selecting  too  low  a price  for  such  first  hulls, 
bv  merely  selecting  a price  for  the  remaining  hulls  that  will  allow  a recoupment 
of  the  excess  ' of  costs  previously  incurred,  even  though  such  higher  price  would 
not  ^permit  afi  high  a retainable  profit  with  respect  to  the  remaining  hulls. 

For  reasons  indicated  above,  I am  unable  to  agree  with  the  view  expressed 
in  your  letter  that  it  would  be  in  the  best  interests  of  the  Government  for  the 
Commission  to  execute  the  proposed  new  contract.  Nor  do  I perceive  the  ad- 
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tan  (age,  from  the  standpoint  of  the  Government,  In  converting  to  a selective- 
price  form  of  contract  that  part  of  contract  No.  MC  c-30813  covering  vessels 
whose,  keels  already  have  been  laid.  On  the  other  hand,  I perceive  no  objection 
to  such  a conversion  of  that  portion  of  contract  No.  MC  c-30813  pertaining  to 
vessels  whose  keels  have  not  yet  been  laid,  provided  such  converted  contract  is 
carried  out  with  respect  to  the  computation  of  construction  cost  along  the 
lines. hereinbefore  indicated. 


It  is  our  understanding  that  the  Commission  subsequently  decided 
not  to  disturb  the  first  contract  covering  the  53  vessels  and  to  execute 
a fixed -price  contract  for  the  vessels  covered  by  the  other  contract. 

There  have  been  other  conversions  of  somewhat  the  same  type,  in- 
cluding contracts  of  the  Oregon  Shipbuilding  Corp.  and  the  California 


Shipbuilding  Corp.,  and  Marineship  Corp. 

; What  is  behind  these  conversions '(  Well,  two  factors  we  know. 


By 


, . ■ - ' f v vr  v_/  xxiivy  vv  . jjy 

throwing  out  the  cost-plus  or  price-minus  contract  after  it  has  served 
its  purpose  from  the  contractor’s  standpoint  and  supplanting  it  with  a 
fixed-price  or  a selective-price  contract  any  audit  of  individual  items  of 
cost  by  the  General  Accounting  Office  is  eliminated.  In  other  words, 
the  cost-plus  contract  has  but  one  undesirable  feature  for  the  contrac- 
tor— the  vouchers  on  which  he  is  reimbursed  his  costs  must  stand  the 
test  of  an  audit  by  the  Government  accounting  officers.  So,  that  fea- 
ture is  remedied  by  canceling  the  cost-plus  contract  prior  to  the  day  of 
reckoning.  The  other  factors  is  the  exemption  of  the  contract  from 
renegotiation.  This,  of  course,  successfully  eliminates  the  only  other 
possibile  check  on  the  judgment  of  the  Government  contracting  officer- 
in  fixing  the  amount  payable  under  the  contract.  As  a net  result,  the 
Government — and  by  that  I mean  the  taxpaying  public — is  left  at  the 
mercy  of  a handful  of  individuals  in  transactions  involving  hundreds 
of  millions  of  dollars.  It  is  small  wonder  that  the  Comptroller  Gen- 
eral felt  the  need  for  strong  language  in  his  statement  before  the 
senate  committee. 


Turning  attention  once  again  to  the  tabulation  prepared  by  the 
Maritime  Commission,  it  should  be  remembered  that  there  is  not  re- 
fleeted  here  the  total  amount  of  money  paid  out  by  way  of  profit  in  the 
shipbuilding  program.  Each  subcontractor  and  each  materialman 
who  participated  in  the  construction  of  a vessel  took  his  profit,  too 
For  example,  generally  the  engine  of  a ship  was  built  under  a sub- 
contract. A Diesel  engine  would  cost,  I believe,  somewhere  in  the 
vicinity  of  $400,000.  So,  not  only  did  the  prime  contractor  get  a 
profit  based  on  the  total  cost  of  the  ship  including  the  $400,000  engine 
but  the  subcontractor  received  a profit  for  building  the  engine,  and  each 
sub-subcontractor  or  materialman  who  furnished  parts  for  the  engine 
received  a profit  as  well.  In  building  the  shipyards  the  prime  con- 
tractor received  no  profit — at  least,  no  profit  as  such — but  subcontrac- 
tors and  materialmen,  even  though  affiliated  or  associated  with  the 
prime  contractor,  were  permitted  to,  and  did,  receive  substantial 
profits. 

Moieover,  in  many  cases  the  same  companies  held  subcontracts  in 
connection  with  the  construction  of  two  or  more  yards.  For  example 
Gilpin  Construction  Co.,  a wholly  owned  subsidiary  of  one  of  the 
original  Kaiser-associated  companies,  General  Construction  Co.,  had 
subcontracts  running  into  millions  of  dollars  in  connection  with  the 
construction  of  various  Kaiser  yards.  In  the  case  of  the  facilities  at 
Oregon  bhipbuildmg  Corp.,  Gilpin  received  $1,104,851  under  sub- 
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contracts.  4his  was  22  percent  of  all  work  subcontracted  here.  , And 
Gilpin’s  parent  company,  General  Construction  Co.,  owned  26  percent 
of  the  stock  in  Consolidated  Builders,  Inc.,  which,  in  turn,  owned  100 
percent  of  the  stock  in  the  Oregon  Shipbuilding  Corp. 

iWe  have  another  example  of  the  prime  contractor  under  a facilities 
contract  receiving  profits  indirectly  in  the  case  of  the  St.  Johns  River 
Shipbuilding  Co.  The  company  was  chartered  on  March  .9, 1942,  and 
the  stock  wa^  originally  issued  as  follows: 

Class  A stock:  Thompson  Starrett  Co.  (200  shares) $200 

Class  B stock:  James  E.  Merrill  (director  of  Thompson  Starrett  Co.) 

‘ (200  shares)— r~rr  , 

Class  C stock  :■  . 

Henry  M.  Hope  (00  shares) "X 

•;  Benjamin  Phowley  (director  of  Thompson  Starrett  Co.)  (90  shares)—  90 
. . Walter  H-  'Rogers  (20  shares) — — — — — — 20 

'(fcptal  (600  shares)  _______ r— . a®?  , 

Oil  March  24,  1942,  the  charter  of  the  company  was  amended  to 
provide  that,  until  the  facilities  and  vessels  contracts  to  be  entoiod 
lpto  by  the  corporation  were  completed,  the  directorate  should  con- 
sist or  nine  directors,  five  elected  by  class  A stock  and  two  each  by 
class  B and'  class  C stock.  This,  of  course,  placed  control  of  the 
company  in  'Jhompson-Starrett  Co.,  owners  of  all  class  A stock. 

On  March  4,  1942—5  days  prior  to  the  incorporation  of  the  com- 
pany— the  Maritime  Commission  entered  into  a contract  with  St. 
Jphns  River  Shipbuilding  Co.  for  the  construction  of  shipyard  facil- 
ities, which'  contract  was  to  be  performed  without  profit  to  the 


contractor.  , . , 

However,  ion  March  24,  1942,  St.  Johns  entered  into  a subcontract 
with  its  controlling  stockholder,  Thompson-Starrett  Co.,  under  which 
the  latter  company  undertook  the  contract  work  of  constructing 
the  facilities  for  a ‘fee  of  $800,000,  of  which  $100,000  was  reimbursed 
by  the  Maritime  Commission  as  an  allowable  cost  under  the  facilities 
contract.  Winch  only  tends  to  show  that  if  you  had  enough  of  these 
n,o-profit  contracts  you  would  soon  be  a millionaire. 

, Then  there  is  the  matter  of  brokerage  fees.  It  has  been  reported 
by  General  [ Accounting  Office  representatives  in  the  field  of  that 
Davis  Sides '&  Engineering  Co.,  of  New  Orleans,  La.,  received  a total 
of  $39,137.1$  over  a 3-year  period  in  commissions  on  purchases  made 
by  various  shipbuilding  companies  from  the  American  Machinery 
Corp.  The ; record  indicates  that  these  commissions  were  paid  for 
brokerage  services  rendered  by  the  Davis  Sales  & Engineering  Co. 
The  record  further  indicates  that  an  organization  known  as  the 
Engineering  & Expediting  Service,  located  here  in  Washington,  re- 
ceived $30,226.91,  over  a 2i/2-year  period,  from  the  same  company, 
that,  is,  American  Machinery  Corp.,  for  similar  services.  The  sig- 
nificance of  these  facts  here  is  that  American  Machinery  Corp. 
received  over  $3,000,000  in  orders  from  numerous  shipbuilding  com- 
panies, including  most  of  those  on  the  list  before  the  committee,  from 
the  beginning  of  the  defense  program  through  February  29,  1944. 
In  other  words,  these  commissions  were  paid  indirectly  from  public 

^ While  on  the  subject  of  commissions,  investigators  of  the  General 
Accounting  Office  also  have  reported  a set  of  facts  and  circumstances 
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involving  San  Jacinto  Shipbuilders,  Inc.— later  taken  oyer  by  Mc- 
Closkey  & Co. — which  illustrates  the  different  methods  employed  by 
contract  brokers  in  obtaining  fees  for  their  services. 

San  Jacinto  Shipbuilders,  Inc.,  was  chartered  under  the  laws  of 
Texas  on  November  19,  1941,  with  an  original  stock  authorization  of 
200  shares  at  $100  per  share,  subscribed  for  by  H.  C.  Cockburn  and 
H.  K.  Johnson  in  equal  amounts.  Mr.  Cockburn  was  elected  president 
of  the  corporation.  The  cashbook  of  the  corporation  indicates  a de- 
posit on  November  18,  1941,  of  $10,000  as  a credit  to  the  stock  sub- 
scription account  in  favor  of  Messrs.  Cockburn  and  Johnson  in  equal 
amounts. 


Under  an  agreement  dated  November  29,  1941,  Mr.  Johnson  ac- 
knowledge receipt  of  $5,000  from  Mr.  Cockburn.  The  agreement 
recited  that  Mr.  Johnson  had  a claim  to  50  percent  of  the  authorized 
capital  stock  and  that  when  the  Maritime  Commission  approved  and 
executed  a contract  for  the  construction  of  five  concrete  barges  Mr. 
Cockburn  would  pay  Mr.  Johnson  an  additional  $25,000  as  well  as 
assume  Ins  obligations  with  respect  to  the  unpaid  stock  subscribed 
lor,  whereupon  Mr.  Johnson  would  transfer  his  stock  to  Mr.  Cockburn. 

The  contract  wfith  the  Maritime  Commission  was  executed.  There- 
upon  some  $25,000  was  paid  to  Mr.  Johnson  and  a receipt  issued  by 
linn  for  that  amount  on  December  15,  1941.  It  is  stated  in  the  in- 
vestigation import  that  II.  II,  Johnson  made  trips  to  Washington  as 
early  as  September  12,  1941,  for  the  purpose  of  securing  a contract 
with  the  Maritime  Commission  as  well  as  a loan  from  Defense  Plant 
Corporation  for  the  construction  of  facilities. 

In  conclusion,  I should  like  to  point  out  that  theoretically  the  mat- 
ter of  eliminating  excessive  profits  should  be  taken  care  of  by  the 
Renegotiation  Act  and  the  procedures  established  thereunder  By 
that  law  the  Congress  expressed  its  will  that  those  dealing  with  the 
Government  in  time  of  war  should  not  be  permitted  to  realize  and 
retain  unconscionable  or  unreasonable  profits.  You  will  recall  that 
qiigmally.it  was  the  duty  and  responsibility  of  certain  administra- 
tive agencies  of  the.  Government,  to  renegotiate  contracts  where  it  an- 
peared  that  excessive  profits  had  been  made.  Subsequently,  the  law 
was  amended  to  establish  a War  Contracts  Price  Adjustment  Board 
to  perform  that  function.  While  this  Board  constitutes  a more  or 
less  independent  agency,  what  has  developed  is  that  the  Board  has 
delegated  its  authority  with  respect  to  Maritime  Commission  contracts 
a I lice  Adjustment  Board  within  the  Maritime  Commission.  So 
the  result  is  That  we  still  have  the  Mari  time  Commission  renegotiating 
its  own  contracts  and,  in  effect,  passing  judgment  upon  the  reasorn 

firstndac^  ^ PriC6S  whlch  ite  own  officials  established  in  the 

It  is,  of  course,  for  Congress  and  the  appropriate  committees  of 

•^^adetmat^for^iyb6^61,  thf®  Proced™es  which  have  been  established 
ate  adequate  for  the  prevention  or  elimination  of  excessive  profits. 
But,  as  the  Comptroller  General  himself  has  stated,  we  in  the  General 
Accounting  Office  look  askance  at  the  published  results  of  renegotia- 

inioi  , fit lde  ’ ^°r  ef,amP  °’ the  comparatively  small  perecentao'e  of 
total  profits  recovered  by  way  of  renegotiation' as  reflected  by  exhibit 

So?i  Also  Ltothltot  f[0m  tlle  Chairman of  the  Maritime  Commis- 
. Also,  note  that  it  shows  nothing  at  all  recovered  from  St.  Johns 
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Biver  Shipbuilding  Co.  notwithstanding  the  proportion  of  profit  to 
capital  investment  realized  by  that  company.  How  much  weight 

could  the  Price  Adjustment  Board  have  accorded  in  that  case  to  the  j 

amount  and:  source  of  private  capital  invested  and  the  extent  of  risk 
assumed — two  factors  which  the  law  requires  to  be  taken  into  con- 
sideration iij  determining  the  reasonableness  of  profit  ? 

We  have  found  it  to  be  a fact  that  the  Maritime  Commission  Ad- 
justment Board  has  based  its  determinations  concerning  excessive 

profits  upon!  facts  and  figures  furnished  by  the  contractors  themselves.  | 

In  the  case  of  a renegotiation  agreement  with  the  Oregon  Shipbuild- 
ing Corp.  it  was  found  that  although  paragraph  2 of  the  agreement 
recited  that;  the  determination  of  excessive  profits  was  based  on  the 
final  audit  report  certified  to  the  Board  by  the  General  Auditor  of 
Construction  of  the  Commission,”  such  report  was  not  even  submitted 
to  the  General  Auditor  of  Construction  until  8 days  after  the  date  of 
the  renegotiation  agreement. 

Moreover1!,  back  in  July  1944,  the  Comptroller  General  addressed 
a letter  to  the  Chairman  of  the  Maritime  Commission  calling  attention  j 

to  the  fact  that  its  Price  Adjustment  Board  was  entering  into  rene- 

fotiation  agreements  solely  on  the  basis  of  cost  statements  prepared 
y the  contractors  or  by  accounting  firms  employed  by  the  contractors 
and  suggested  that  it  would  seem  of  primary  importance  that  the  j 

Price  Adjustment  Board  have  available  to  it  audited  cost  statements 
prepared  by  auditors  and  accountants  under  the  direct  supervision 
of  the  Commission  for  renegotiation  purposes.  No  reply  to  this  sug- 
gestion has  ever  been  received. 

In  a receht  letter  addressed  to  the  chairman  of  the  Special  Senate 
Committee  Investigating  the  National  Defense,  the  War  Contracts 
Price  Adjustment  Board  attempted  to  justify  this  practice  on  the 
grounds  that  the  maj  ority  of  this  country’s  contractors  are  honest.  W e 
consider  sugh  an  explanation  as  naive,  to  say  the  least.  The  majority 
of  the  Government’s  disbursing  officers  are  honest,  too,  so  are  we  to 
let  them  audit  their  own  accounts  ? In  other  words,  checks  and  con- 
trols by  the  Government  in  connection  with  its  operations  are  not 
necessarily  predicated  on  the  assumption  that  all  Government  con-  I 

tractors  are  dishonest.  But,  after  all,  these  contractors  are  in  business 
to  make  mijtney,  and  if  the  Price  Adjustment  Board  by  accepting  a 
contractor’^  own  facts  and  figures  with  respect  to  profits  accords  him, 
the  freedom  to  retain  as  much  profit  as  his  conscience  will  permit,  it 
is  fair  to  assume  that  he  may  be  overly  generous  with  himself. 

Also,  it  has  been  found  that  the  Price  Adjustment  Board  frequently 
allows  as  proper  items  of  business  expense  for  renegotiation  purposes, 
expenditures  which  clearly  were  not  reimbursable  under  the  terms  of 
the  contract.  In  the  case  of  the  Oregon  Shipbuilding  Corp.  the  Wash- 
ington Construction  Cost  Committee  of  the  Maritime  Commission 
disallowed  :as  reimbursable  costs  items  amounting  to  $163,960.60,  but 
recommended  that  the  Price  Adjustment  Board  of  the  Maritime  Com- 
mission consider  such  items  as  proper  in  the  renegotiation.  Needless 
to  say,  the  Board  followed  that  recommendation. 

I believe  ^t  appropriate  at  this  point  to  recall  to  the  committee  the 
jurisdiction  of  the  General  Accounting  Office  under  the  Benegotiation 
Act.  The  jaw  provides  that  an  agreement  made  by  the  Price  Adjust- 
ment Board  with  a contractor  or  subcontractor  for  the  elimination  of 
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excessive  profits  shall  be  conclusive  according  to  its  terms  and  that  in 
the  absence  of  fraud,  malfeasance,  or  a willful  misrepresentation  of  a 
material  fact,  such  an  agreement  shall  not  be  modified  by  any  officer, 
employee,  or  agent  of  the  United  States. 

At  one  time,  it  was  suggested  that  the  General  Accounting  Office 
is  charged  by  law  with  the  duty  and  responsibility  of  investigating 
the  facts  and  circumstances  underlying  the  execution  of  all  renegotia- 
tion agreements  for  the  purpose  of  determining  whether  there  exists 
fraud,  malfeasance,  or  a willful  misrepresentation  of  a material  fact. 

Under  existing  law,  however,  no  matter  how  unjustifiable  the  Comp- 
troller General  might  consider  a determination  with  respect  to  the 
amount  of  profit  allowed  a contractor  or  subcontractor  under  a par- 
ticular agreement,  he  has  no  legal  authority  to  nullify  or  even  to  ques- 
tion such  an  agreement. 

One  of  the  basic  reasons  for  this  conclusion  was  that  the  Congress 
could  not  have  intended  the  Comptroller  General  or  the  General 
Accounting  Office  to  have  any  investigative  duties  in  the  field  of  re- 
negotiation inasmuch  as  it  had  not  provided  the  power  necessary  to 
conduct  an  investigation  which  could  be  expected  to  produce  satisfac- 
tory results.  While  the  Renegotiation  Act  empowers  the  Price  Ad- 
justment Board  to  inspect  and  audit  the  books  and  records  of  con- 
tractors and  subcontractors,  it  contains  no  similar  grant  to  the  General 
Accounting  Office. 

The  status  of  the  Comptroller  General  and  of  the  General  Account- 
ing Office  with  respect  to  renegotiation  has  an  important  bearing  on 
the  mater  now  being  considered  by  this  committee.  First,  it  explains 
why  the  General  Accounting  Office  does  not  have,  and  could  not  be 
expected  to  have,  under  existing  law,  full  and  complete  information 
with  respect  to  the  profits  of  shipbuilding  companies.  Second,  it 
illustrates  the  absolute  lack  of  any  review  or  independent  investigation 
in  the  field  of  renegotiation  by  an  agency  directly  responsible  to  the 
Congress.  It  would  seem  that  if  the  Congress  desires  to  know  whether 
a statute  such  as  the  Renegotiation  Act  is  achieving  the  results  in- 
tended, provision  should  be  made  for  some  independent  audit  or 
examination  of  settlements  effected  under  that  law. 

As  was  stated  at  the  outset,  we  in  the  General  Accounting  Office 
see  in  this  picture  of  the  shipbuilding  program  a complete  exemplifi- 
cation of  all  the  deficiencies  in  Government  wartime  procurement  to 
which  the  Comptroller  General  referred  in  his  statement  of  2 
months  ago.  I repeat  that  these  men  were  really  only  managers  of 
Government  shipyards — and  enviable  managers  at  that,  inasmuch  as 
no  skill  or  ability  was  required  to  make  money  when  you  consider 
the  extent  to  which  the  Maritime  Commission  went  not  only  to  insure 
them  against  loss  but  to  guarantee  them  huge  profits.  I dare  say  that 
at  no  time  in  the  history  of  American  business,  wheher  in  wartime  or 
in  peacetime,  have  so  few  men  made  so  much  money  with  so  little  risk — 
and  all  at  the  expense  of  the  taxpayers,  not  only  of  this  generation  but 
of  generations  to  come. 

The  Chairman.  The  Chair  thinks  that  the  best  procedure  possibly 
for  examination  will  be  to  recognize  first  the  attorney  for  the  investi- 
gating committee,  who  has  given  the  matter  considerable  study  and 
who  has  had  interviews  with  these  people ; and  at  the  conclusion  of 
his  examination  the  Chair  will  then  recognize  the  majority  party  in 
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the  order  ip  which  they  are  represented ; the  Chair  reserving  for  him- 
self the  last  place  on  the  list.  The  next,  the  minority  party ; and  wo 
will  alternate  between  the  majority  and  the  minority  for  that  cross- 
examination.  As  the  Chair  reserves  for  himself  the  last  place  on  the 
list,  if  you;  will,  take  as  little  time  as  possible.  As  no  member  of  the 
majority  happens  to  be  present  at  this  time  except  the  Chair,  the 
Chair  recognizes  the  ranking  member  present,  Mr.  Bradlay,  for  ex- 
amination^ Counsel,  first. 

Mr.  Coles.  Mr.  Casey,  I have  several  questions  I have  noted  about 
your  statement  that  I should  like  to  bring  out  perhaps  a little  more 
clearly,  you  mentioned  first,  the  picture  as  to  the  capital  invested 
by  the  shipyard  operator  was  not  accurate  in  that  it  was  actually  less 
than  appears  in  this  chart ; is  that  correct  ? 

Mr.  Casey.  That  would  seem  to  be  indicated  by  some  of  the  cases 
we  have  seen,  including  the  example  I gave  of  the  California  Ship- 
building Corp. 

Mr.  Cores.  So  that  part  of  the  figures  here  stated  as  capital  invest- 
ment were;  bookkeeping  transactions  set  up  from  Government  profit, 
is  that  correct  ? 

Mr.  Casey.  After  some  profit  had  been  realized  under  the  contract. 

Mr.  Coles.  Now,  does  that  amount  indicate  the  actual  investment 
of  the  shipyard  operator  in  the  yard  itself,  or  is  that  merely  his  avail- 
able working  capital  ? 

Mr.  Casey.  I really  cannot  say  where  that  capital  found  its  employ- 
ment. An;  examination  of  the  provisions  of  the  contracts  leaves  some 
doubt  that)  the  contractor  needed  any  capital,  but  if  some  capital  was 
required  I assume  it  might  have  been  for  the  purpose  of  paying  costs 
until  such  time  as  he  might  be  reimbursed  under  his  first  voucher 
presented  to  the  Commission. 

Mr.  Coles.  You  stated  also  that  the  original  contracts  between  the 
Maritime  Commission  and  the  operator,  for  the  construction  of  the 
yard,  provide  basically  that  the  contractor  shall  not  profit  from  the 
building  of  the  yard ; is  that  correct  ? 

Mr.  Cas|ey.  That  is  correct. 

Mr.  Coles.  But  do  I understand  that  while  the  contractor  himself 
did  not  profit,  affiliates  of  the  contractor  did  profit  to  a substantial 
extent  ? j ... 

Mr.  Casey.  That  is  correct;  and  the  contract  so  provides  that  affili- 
ates and  Associates  of  the  contractor  shall  be  permitted  reasonable 
fees  and  charges  for  services.  That  is  an  express  provision  of  the  con- 
tract. i 

Mr.  Coles.  Now,  in  the  case  of  the  St.  Johns  River  Shipbuilding 
that  you  mentioned,  where  a $300,000  fee  has  been  claimed  and  a 
$100,000  fee  had  been  paid  to  the  subcontractor  building  the  yard,  was 
that  $200,000  disallowed  by  the  Maritime  Commission,  although 
claimed  by  the  subcontractor  ? 

Mr.  Casey.  That,  I believe,  is  correct. 

Mr.  Coles.  Do  the  ship-construction  contracts  provide  that  the 
management  personnel  of  the  operating  company  will  be  paid  salaries, 
and  that  these  salaries  will  be  reimbursed  by  the  Maritime  Commis- 
sion? . 

Mr.  Casey.  They  do. 

Mr.  CoLes.  What  is  the  limit  of  such  reimbursement  by  the  Com- 
mission? 
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Mr.  Casey.  There  is  a maximum  limitation  of  $25,000  on  salaries 
reimbursed  by  the  Maritime  Commission. 

Mr.  Coles.  So  that  the  personnel  of  this  yard,  the  people  with  the 
Know-how  and  the  engineering  background,  are  provided  for  reim- 
bursement  under  the  contracts  with  the  Commission,  up  to  $25,000  * 

■'■Mr.  Casey. -That  is  correct. 

Mr.  Coles.  There  have  been  some  statements  made  in  the  reports 
: w .'h  we  have  received  from  the  various  shipyard  operating  com- 
panies concerning  nonreimbursable  items.  Could  you  explain  what 
“nonreimbursables”  are  ? . 

• ^ Casey.  I would  describe  a nonreimbursable  item  of  cost  as  an 

expehse  to  which  the  contractor  has  gone,  and  paid  money  out  of  his 
own  pocket,  for  which  he  is  claiming  reimbursement  under  a cost-plus 
°r  Possibly  under  a price-minus  or  even  a selective-price  con- 
tra4,  but  which  either  the  applicable  provisions  of  the  contract  or 
the  regulations  of  the  Maritime  Commission  do  not  provide  shall  be 
paid  front  public  funds. 

Mr.  Coles.  What  sort  of  expenditures  are  those? 

Tw'i  Th°  0ri°  thia*  comcs1  to  mind  first  would  be  sponsor’s 
n uSv,.Tb^  n refUS6d  a rfimburse  the  contractor  for  these  ex- 
exnebstfw  S were  made  to  sponsors,  stating  that  that  was  an 
profit  fc  t’  f h<3  Wanted  to  pay  !t  out>  he  had  to  take  it  out  of  his 

Mr.  Coles.  What  would  be  some  of  the  other  nonreimbursables? 
x-  ;,:  kASEY>  Contractors  might  make  contributions  to  various  chari- 

Sof  fccoTtac”  year’ wluch  would  not  b“  rei"'b™bl»  ^ ‘b» 

Mr.  Coles.  So  that  the  nonreimbursables  are  basicallv  exDenses 
which  are  not  properly  chargeable  to  the  Government  anTfor  whS 
the  (government  is  not  liable?  ‘ • 

Mr.  Casey.  That  is  correct. 

burJwS^'w.n  kT  have  any  .id6as  as  to  the  extent  of  these  nonreim- 
of  the  contriSs  ? J mm  111  comParis°n  with  the  over-all  amount 

Mr.  Casey.  Oh,  I would  say  they  were  minute,  and  depended  to  a 
involved^6111  ^ ^ pollcles  of  the  Particular  companies  o/con tractors 

Ge^ra1’sTfttVe?°nJ  nnfdlrStainod  your  statement,  the  Comptroller 
M v f 9,ctob^  !9  1945,  regarding  the  conversion  of  the 

M r !wMT?  C0‘  ?nti:dCt  ha£never  been  answered  to  this  day? 

hJw£ SaS**  our offl“ do not tlMt 

r,±iCT?VAnd  dn°  1 nnderstand  further  that  the  letter  from  the 
,■  nptrollei  General  to  the  Maritime  Commissio,  suggesting  that 
they  hire  Government  accountants  to.  audit  these  books  prior  to  mak- 
ipgrenegotiation  settlement,  has  likewise  not  been  answered? 

t bn-Zb  • In"'  T iat  1S  ?orrect ; but  1 do  not  know  that  he  suggested  that 
they  hire  , Government  accountants.  I think  he  suggested  that  thev 
use  the  accountants  that  they  have,  and  that  they  base  their  determf- 
Ea Cons . °,f  excessive  profits  on  audited  cost  statements  by  those  ac- 

by  the  contt“tor ! th“ 
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had  been  done  in  several  cases.  Was  this  a rather  common  occur- 
? . _ 

Mr.  Casey.  Yes;  I would  say  it  was  a common  occurrence  m the 

Maritime  Commission.  , , , 

Mr  Coles.  And  generally  speaking  have  you  found  that  the  con- 
versions resulted  in  greater  profit  to  the  contractor  and  conversely, 

greater  cost  to  the  taxpayer?  , , 

Mr  CaseY.  As  I stated,  as  a general  proposition  it  is  very  hard  to  - 
crystallize  the  precise  effect  of  this  conversion  from  a cost-plus  con- 
tract to  a lump-sum  contract,  and  to  state  unequivocally  that  more 
money  was  paid  out  under  the  new  contract;  the  prime  reason  for 
that  being  that  the  statistics  and  figures  upon  which  the  conversion  was 
based  were  Primarily  under  the  control  of  those  m the  Maiitime  Coi  - 
mission  whojwere  recommending  the  conversion,  and  if  you  read  their 

statements  in  which  they  will  point  out  to  the  Chairman  of  the  Corn- 
Son whyfit  is  in  the  interest  of  the  United  States  to  convert,  those 
statements  “ will  indicate  invariably  that  the  Government  is  saving 
money  by  converting  from  the  cost-plus  or  price-minus  to  a fixed-price 
contract;  but- we  still  think,  notwithstanding  those  statements,  that 
a contractor  would  never  consent  to  such  a conversion,  unless  he  were 
going  to  get!  at  least  as  good,  if  not  a better,  deal  under  the  conv^sion. 
g Mr.  Coles.  Under  a cost-plus  contract,  is  every  item  of  expendi- 
ture by  the  contractor  subject  to  aqdit  by  the  General  Accounting 
Office? 

Mr.  Casey.  That  is  correct.  . , . , . — , . 

Mr.  Coles.  It  is  subject  to  audit  by  an  independent  Govetnme 

agency  outside  the  Maritime  Commission? 

Mr  Casey.  That  is  correct.  , _ n . , 

Mr'.  Coles.  Under  the  other  forms  of  contract,  fixed-price  and 

selective-price,  are  they  subject  to  audit?  . - ■ 

Mr.  Casey.  In  a different  way.  The  individual  items  of  cost  are 
not  subject  to  audit  under  a fixed-price  contract,  and  I do  not  believe 
they  would  be  subject  to  audit  under  a selective-price  form  of  contract. 

The  clearest  example  of  that  would  be  the  fixed-price  contract,  where, 
when  the  contract  establishes  a fixed  price  for  the  performance  of  the 
work  and  the  contractor  does  the  work  and  submits  his  voucher,  his 
voucher  will  be  stated  in  the  amount  fixed  m the  contract ; and  so  far 
'as  the  General  Accounting  Office  is  concerned,  if  we  have  the  admin- 
istrative certification  that  the  work  has  been  performed  according  to 
contract  and  that  the  contractor  is  being  paid  only  the  amount  speci- 
fied in  the  contract,  that  is  the  beginning  and  end  of tour  audit 
Mr.  Cole's.  In  the  ordinary  course  of  an  audit  by  the  GAO  of  a cost 
plus  contract,  are  items  found  which  are  usually  disallowed . 

Mr  Casey.  Invariably  that  is  the  case.  . ■ 

Mr.  Coles.  And  the  contractor  therefore  does  not  receive  reim- 
bursement for  those  disallowed  items?  _ . , , 

Mr  Casey.  Me  may  already  have  received  reimbursement^  but 

steps  will  be  taken  to  recover  that  money  back.  _ ,,  , , 

Mr  Coles.  Under  the  process  where  no  audit  is  permitted,  thiough 
the  conversion  of  the  contract  from  cost-plus  to  another  form,  is  there 
an|  possibility  of  such  disallowances  being  made  by  the  Geneial  Ac- 

C°Mrm&2?Not  after  it  has  been  converted.  The  procedure  is  to 
provide  that  all  payments  made  under  the  cost-plus  contract  will  be 
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considered  as  partial  payments  under  the' fixed-price  contract, ' and 
up  till  that  point  he  may  have  only  performed  two  thirds  of  the  work 
and  been  paid  for  two-thirds  of  the  work,  but  he  will  be  paid  a lump 
sum  and  it  will  be  considered  that  the  payments  already  made  will 
constitute  two-thirds  of  the  compensation  he  is  to  receive. 

Mr.  Coles.  But  there  will  be  no  audit  of  individual  items,  and  the 
money  could  have  been  expended  for  anything'? 

Mr.  Casey.  That  is  correct.  , , 

c Mr.  Coles.  Do  I understand  further  from  your  statement  that  the 
profits  shown  here  m exhibit  ! are  only  the  profits  made  by  a primary 
contractor,  but  that  there  is  a pyramiding  of  profits,  as  to  an  engine 
bulkier  and  people  below  him  who  supplied  parts  for  that  engine? 

Mr.  Casey,  . That  is  correct. 

' Mr.  Coles.  So  actually  the  Government  may  have  paid  substantially 
more  in  profits  for  shipbuilding  than  appears  in  this  record? 

Mr.  Casey.  I do  not  believe  there  is  any  question  about  that. 

: Mr.  Coles.  Mr.  Casey,  m figuring  the  profits  which  have  been  made, 
are  the  Government-included  materials  considered  as  an  item  in  figur- 
ing the  contractor’s  percentage  ? s 

Mr.  Casey.  That  is  my  impression  from  reading  the  terms  of  the 
contract.  t 

Mr.  Coles.  In  other  words,  if  the  contract  costs  $10,000,00(7  and  the 
Government  supplies  $5,000,000,  the  profit  percentages  are  figured  by 

SenJn  mAA  ] us1tfient. Board  on  the  basis  of  $10,000,000  and  not  on  the 
$5,000,000  actually  paid  by  the  contractor? 

Mr.  Casey.  Well,  I was  speaking  primarily  about  the  fixing  of  the 
fe°or  ™e  ^ tbe  Maritime  Commission  in  the  first  instance, 
rather  tiian  of  what  the  Price  Adjustment  Board  might  do  afterward! 

Mr.  Coles  Let  me  summarize  and  ask  if  the  view  of  the  General 
Accounting  Office  as  expressed  by  you  is  that  the  fees  and  profits  paid 
to  the  operators  of  these  Government-owned  shipyards  were  excessive 
lor  the  service  rendered? 

Mr.  Casey.  I believe  they  were. 

Mr.  Coles.  I have  no  further  questions,  Mr.  Chairman. 

The  Chairman.  Mr.  Bradley. 

Mr.  Bradley.  Mr.  Casey,  I think  you  have  given  us  a very  splendid 
statement,  here.  Do  I understand  correctly  that  the  General  Account- 
ing Office  has  no  authority  by  law  to  check  into  the  Maritime  Commis- 
sion; s statements  of  profits  paid  these  contractors?  That  is,  insofar 
as  the  renegotiation  is  concerned. 

Mr.  Casey.  Insofar  as  renegotiation  is  concerned,  we  do  not  have 
that  authority. 

Mr.  Bradley.  You  have  no  authority  whatsoever,  then » 

Mr.  Casey.  No,  sir.  . 

Mr.  Bradley  Isn’t  it  the  general  intent  that  the  General  Accounting 
Office  should  be  the  watchdog  of  the  Treasury  funds”  ? 

Mr.  Casey.  That  is  the  general  intent,  but  in  this  particular  instance 
the  Congress  seems  to  have  gone  to  a meticulous  extent  to  provide  that 
tlie  agreement  that  is  made  by  the  Price  Adjustment  Board  shall  not 
m the  absence  of  fraud,  malfeasance,  or  a misrepresentation  of  a ms- 
States*’  ^ C|uestl0ne^  by  an.v  officer  or  employee  of  the  United 
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, Mr.  Bradley.  Under  what  authority  did  this  general  Renegotiating 
Board  operate  ? What  do  you  call  it,  here  ? 

Mr.  Casey.  The  War  Contracts  Price  Adjustment  Board. 

Mr.  Bradley.  They  are  the  ones  who  are  charged  with  the  respon- 
sibility of  renegotiating  all  contracts? 

' Mr.  Casey.  That  is  right.  . 

Mr.  Bradley.  By  what  authority  did  they  m turn  allocate  this  re- 
adjustment over  to  the  Maritime  Commission? 

Mr.  Casey.  That  is  authorized  in  the  act,  that  they  may  delegate 
or  “redelegate,”  I believe,  their  function  with  respect  to  the  renego- 
tiation to  individual  boards. 

Mr.  Bradley.  They  have  done  that  m other  departments  f 
Mr.  Casey.  I think  they  have  done  that  in  all  departments. 

Mr.  Bradley.  In  all  departments  ? 

Mr.  Casey.  But  that  is  only  my  offhand  impression. 

Mr.  Bradley.  There  is  not  much  reason  then  to  have  this  War  Con- 
tracts Price  Adjustment  Board,  if  they  delegate  all  the  authority 
back  to  the  individual  departments  to  check  on  the  work  of  their  own 


people? 

Mr.  Casey.  That  is  my  belief,  also. 

Mr.  Bradley.  Do  you  happen  to  know  who,  m the  Maritime  Com- 
mission; is  Responsible  for  these  contracts  that,  seem  to  have  mulcted 
the  taxpayers  of  plenty  of  money  ? 

Mr.  Casey.  No;  I do  not  . 

Mr.  Bradley.  You  do  not  know  who  is  responsible  for  the  execution 

of  the  contracts? 

Mr.  Casey.  No,  sir.  , ■ . . ^ „ . , 

Mr.  Bradley.  I assume  we  will  have  Maritime  Commission  otncials 
on  here,  later,  to  go  into  that  matter. 

Mr.  Coles.  Yes;  Mr.  Bradley. 

Mr  Bradley.  Did  I understand  that  the  Maritime  Commission 
contracts  galled  for  the  Government  to  reimburse  the  contractor  for 
all  taxes,  insurance,  and  bond  expenses  ? 

Mr.  Casey.  Yes,  sir.  . . 

Mr.  Bradley.  And  that  they  did  not  have  to  pay  any  taxes  or  in- 
surance or hond  expenses  on  these  contracts?  . 

Mr.  Casey.  Well,  you  say  “no  taxes.”  I assume  that  they  have  to 
pay  some  income  taxes ; but  these  taxes  that  are  provided  for  here 
are  taxes  directly  applicable  to  the  contract  work;  that  is,  I suppose, 
all  sales  taxes,  excise  taxes,  real-estate  taxes,  and  so  forth. 

Mr.  Bradley.  They  did  not  have  to  pay  any  of  those  taxes? 

Mr.  Casey.  No,  sir.  . , „ . 

Mr.  Bradx^y.  And  I understand  they  paid  all  the  salaries  of  the. 

contractor’s  officers,  up  to  $25,000? 

Mr.  CAgfeY.  Yes,  sir.  A . . 

Mr.  Bradley.  Were  the  contractors  then  at  liberty  to  set  the  salaries 

whereyer  they  pleased,  within  their  organization  ? 

Mr.  Casey.  To  a certain  extent,  although  I do  believe,  that  the 
Maritime  Commission  exercised  some  general  sort  of  supervision  over 
the  reasonableness  of  the  salaries  set. 

Mr  Bradley.  X question  that,  based  on  these  contracts  that  they 
have  been  passing  out,  here,  where  everything  was  in  favor  of  the 
contractor  and  apparently  very  little  in  favor  of  the  Government; 
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• 

because  you  point  out  here,  the  only  “know-how”  covered  by  the  fee 
was  knowing  how  to  secure  a contract  from  the  Maritime  Commission. 

That  seems  to  be  pretty  much  correct.  Do  I understand  you  to  say 
that  where  they  changed  these  forms  of  contract  from  one  to  the 
other,  apparently  that  was  instigated  mostly  by  the  contractor  pass- 
ing on  suggestions  to  the  Maritime  Commission,  with  which  they  fell 
wholly  in  line  ? 

• 9iA8ET-  course’  we  would  only  pick  up  that  information  in- 
cidentally where  it  happened  to  appear  in  some  record  of  the  Maritime 
Commission;  but  I,  personally,  have  seen  cases  where  the  contractor 
has  been  urging  a certain  conversion,  and  even  in  the  intraoffice  com- 
munications of  the  Maritime  Commission,  it  will  contain  statements 
that  the  contractor  is  anxious  to  have  this  conversion,”  or  “the  con- 
ti  actor  is  pressing  for  action  in  this  matter”  or  some  such  language. 

Mr.  Bradley.  Invariably  the  Maritime  Commission  apparently 
-went  along  with  the  contractor’s  request? 

Mr,  Casey.  I would  think  that  were  so. 

Mi . Bradley.  So  it  is  reasonable  to  assume  that  the  contractors,  un- 
less they  were  superpatriotic,  would  probably  not  ask  for  a change  of 
contract,  or  changing  the  rules  of  the  game,  after  the  game  had  started, 
unless  they  were  going  to  get  more  reimbursement;  is  that  a fair  as- 
sumption? ’ 

Mr.  Casey.  I think  that  is  logical. 

Mr.  Bradley.  Do  I understand  also  that  your  investigation  has 
proven  beyond  question  that  in  many  instances  the  contracts  were 
renegotiated  after  the  ships  had  even  been  built  and  completed  ? 

Mi\  Casey.  Converted,  you  mean  ? 

, Bradley.  Yes;  I mean  the  contracts  had  been  converted,  after 
tiie  ships  had  been  constructed  and  all  they  were  awaiting  was  final 
.payment  under  the  terms  of  the  original  contract. 

Mr.  Casey.  That  is  right, 

_ Mr.  Bradmiy.  And  then  the  Maritime  Commission,  you  say,  changed 
"U®  rules  ox  the  game  after  it  had  been  played,  in  other  words  ? 

Mr.  Casey.  That  is  one  way  of  putting  it. 

Mr.  Bradley.  Mr.  Chairman,  I think  it  is  a mighty  fine  idea  that 
this  investigation  started. 

Now,  how  do  you  claim  that  the  Government  paid  a percentage  of 
profit  on  the  value  of  its  own  materials  ? 

Mr  Casey.  Well,  take  the  selective-price  form  of  contract,  and  take 
an  arbitrary  figure  of  $2,200,000  for  a vessel.  A contract  will  stipu- 
late that  as  the  base  price  for  the  vessel.  Then  it  will  provide  that  the 
Maritime  Commission  will  furnish  to  the  contractor  all  the  heavy 
equipment,  materials,  and  supplies  that  go  into  that  vessel. 

Mr.  Bradley.  Plus  all  the  salaries  and  all  labor  costs  and  everything 
else— the  whole  business  ? B 

Mr,  Casey.  That  is  right.  But  the  Maritime  Commission  will  itself 
furnish  that  niaterml  in  the  physical  form  rather  than  reimburse  the 
contractor  after  he  buys  it.  They  will  turn  that  material  over  to  the 
contractor  tor  the  construction  of  his  vessels,  and  they  will  deduct 
from  the  gross  contract  price  of  $2,200,000,  $1,000,000  to  cover  the  cost 
of  this  material,  supplies,  and  equipment  they  have  furnished.  But 
the  tee  nr  the  profit  that  will  be  computed  will  be  computed  on  the 
basis  of  the  gross  contract  price;  so  that  the  result  is  that  the  Gov- 
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'ernmfeht  is  paying  a percentage  on  the  value  of  the  material  they 

■furnished  the  contractor.  ' . . - • u a 

Mr.  Bradley.  Who  did  the  purchasing  of  that  material  furnished 

by  the  Government?  , . , 

Mr.  Casey.  I only  assume  it  was  purchased  by  some  appropriate  pur- 
chasing division  of  the  Maritime  Commission. 

Mr.  Bradley.  By  the  Maritime  Commission  itself— -not  by  the  con- 
tractor ? : . ; 

• Mr.  Casey.  No.  sir;  by  the  Maritime  Commission. 

Mr.  Bradley.  Then,  when  they  paid  out  these  fees  to  the  subcon- 
tractors or  to  the  brokers  or  to  this  expediting  firm  that  you  men- 
tioned, here,  the  Maritime  Commission  were  actually  paying  those 

fees  to  those  people;  or,  who  paid  those  fees? 

Mr.  Casey.  Those  fees  were  being  paid,  of  course,  indirectly  from 
public  funds,  since  the  public  was  paying  for  the  vessel;  but  the  tees— 
the  Maritime  Commission  would  be  reimbursing  the  shipbuilding  com- 
panies upoh  vouchers  submitted  by  the  shipbuilding  companies,  repre- 
senting various  costs  that  they  had  incurred;  and  some  of  the  costs 
they  had  incurred  were,  for  example,  with  the  American  Machinery 
tCorp.,  for  Various  work  the  American  Machinery  Corp.  had  done  tor 
these  shipbuilding  companies. 

Mr.  Bradley.  Bight  at  that  point : if  the  Maritime  Commission  were 
purchasing  the  machinery  from  the  American  Machinery  Corp.,  as  1 
understand,  they  were  purchasing  the  equipment  and  heavy  ma- 
chinerv  ? 

Mr.  Casey.  That  only  took  place  under  certain  forms  of  contract. 
Under  other  forms  of  contract,  as  for  instance  the  cost-plus  contract, 
the  contractor  went  ahead  himself  and  bought  all  the  material  and  all 
the  equipment  and  supplies,  and  was  reimbursed  to  the  penny  by  the 
Maritime  Commission.  But,  under  other  forms  of  contract,  the  Mari- 
time Commission  undertook  to  supply  this  heavy  equipment  and  ma- 

Cl  Mr!  BraITeyTyou  believe  that  the  item  of  risk  on  the  part  of  the 
contractor  did  not  enter  into  most  of  these  contracts  ? 

Mr.  Casey.  I believe  he  did  not  have  any  risk. 

Mr.  Bradley.  I am  very  much  interested  to  see  that  you  could  find, 
despite  this  list  that  you  have  given,  in  here,  that  there  were  some  non- 
reimbursable items.  I swear  I couldn’t  find  any.  I thought  it  was  a 
nonexistent  animal.  And  you  have  received  no  replies,  counsel  stated, 

to  those  trio  letters  you  referred  to,  in  here? 

Mr  Casey.  That  is  what  the  records  of  our  office  indicate. 

Mr.  Bradley.  What  is  your  personal  opinion  of  the  audit  system 
set  up  by  the  Maritime  Commission  if  there  was  any  ? , 

Mr  Casey.  My  opinion  would  necessarily  be  based  upon  facts  and 
circumstances  that  came  out  at  the  recent  hearing,  here,  on  the  ac- 
counting practices  of  the  Maritime  Commission.  However,  based  on 
our  audit  report  and  the  facts  and  circumstances  that  were  disclosed 
at  that  hearing,  I would  say  that  their  audit  system  certainly  needs 
some  going  over.  We  have  evidence  of  contractors  voluntarily  refund- 
ing to  the  Maritime  Commission  a total  of  over  $600,000  that  they  had 
received  in  duplicate  payments  that  they  voluntarily  undertook  to 
return  without  any  action  by  our  Office  or  by  the  Maritime  Commission 
Mr.  Bradley.  I recall  that  in  the  earlier  hearings,  here,  apparently 
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at  onetime  the  Maritime  Commission  had  asked  the  General  Account- 
ing Office  to  revise  or  to  set  up  a new  accounting  system  for  them,  but 
apparently  nothing  was  done  along  that  line  whatsoever. 

Mr.  Casey.  I believe  the  evidence  was  that  at  the  outset  they  asked 
our  Office  to  establish  an  accounting  system,' and  we  did,  and  they 
never  adopted  it. 

Mr.  Bradley.  I recall  also  that  apparently  some  of  the  contractors 
themselves  were  asking  for  something  in  the  form  of  a suitable  audit 
system  to  be  set  up  by  the  Maritime  Commission,  because  in  reading 
over  the  hearings  which  another  subcommittee  of  this  committee  con- 
ducted out  on  the  west  coast  in  June  1943,  by.  the  testimony  of  Mr. 
Kaiser,  the  very  first  thing  he  asked  for  was  that  the  Maritime  Cqhi- 
mission  set  up  an  adequate  auditing  system ; so  apparently  they  did 
not  know  where  they  were  with  the  Maritime  Commission  a big  part 
of  the  time,'  and  is  it  your  opinion  that  probably  the  reason  the  Mari- 
time Commission’s  Price  Adjustment  Board,  in  renegotiation,  has  had 
to  rely  on  the  contractors’  own  audit  is  because  of  the  deficiencies  in 
the  Maritime  Commission’s  own  auditing  machinery? 

Mr.  Casey.  I personally  have  no  doubt  but  that  that  is  a large  factor. 

Mr.  Bradley.  In  other  words,  they  did  not  know ; they  were  spend- 
ing the  taxpayers’  money,  and  had  to  rely  on  the  honesty  of  the  tax- 
payer to  go  hack  to  them  with  his  figures,  before  they  could  renegotiate  ? 

Mr.  Casey.  I believe  that  is  probably  the  fact. 

Mr.  Bradley.  If  I understand  it,  there  has  been  quite  a change  of 
the  over-all  personnel  of  the  Maritime  Commission  since  all  ox  this 
“live”  subject  matter? 

Mr.  Casey.  That  is  correct. 

Mr.  Bradley.  In  other  words,  there  has  been  a change  of  the  chair- 
manship and  of  the  entire  Commission,  and  also  in  the  Auditing  De- 
partment of  the  Maritime  Commission ; so  that  what  is  said  in  here 
now  is  no  reflection  on  the  present  Maritime  Commission  as  constituted 
today  ? 

Mr.  Casey.  That  is  correct. 

Mr.  Bradley.  This  goes  back  into  the  wartime  Maritime  Commis- 
sion and  its  accounting  staff  as  constituted  at  that  time  ? 

Mr.  Casey.  That  is  correct. 

. Mr.  Bradley.  If  there  is  anything  now,  we  would  like  to  know  about 
it.  What  is  your  impression,  now,  of  the  Maritime  Commission’s 
performance? 

Mr.  Casey.  I might  state  in  that  connection  that  I have  noticed  in 
the  last.  5 or  6 months  we  are  constantly  receiving  replies  to  communi- 
cations from  our  Office  going  as  far  back  as  1943  and  1944,  and  the 
letters  that  we  are  getting  now  will  say,  “referring  to  your  letter  of 
April  or  May  1944,”  going  on  to  give  us  the  answer  that  we  feel  we 
should  have  gotten  2 or  3 years  ago. 

Mr.  Bradley.  In  other  words,  they  are  now  trying  to  pick  up  the 
loose  ends?  • 

Mr.  Casey.  Yes,  sir. 

Mr.  Bradley.  Under  the  new  set-up? 

*-Mr.  Casey.  Yes,  sir. 

Mr  Bradley.  I think  they  are  to  be  congratulated  on  that,  and  I 
should  imagine  it  is  a relief  to  your  department  finally  to  get  some 
answers.  ...  , . ... 

Mr.  Casey.  Yes,  sir.  ' 
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Mr,  Bradley.  Mr.  Chairman,  those  are  the  only  questions,  I think 
of,  at  the  moment,  though  I reserve  the  right  to  question  further. 

The  Chairman.  Mr.  Weichel.  I might  say  I have  a telegram  trom 
Mr.  Hand  stating  that  he'will  be  here  tomorrow. 

Mr.  Bradley.  Mr.  McConnell  has  arrived.  _ 

The  Chairman.  Yes ; Mr.  McConnell  has  arrived ; and  Mr.  Hand 
will  be  here' tomorrow.  Mr.  Weichel.  „ 

Mr.  Weighed.  The  statement  that  you  have  made,  Mr.  Casev,  Govern- 
ing the  irregularities,  to  say  the  least,  with  reference  to  hundreds  ot 
millions  of  dollars,  refers  to  ship  construction,  does  it  not  ? 

• Mr.  Casey.  Yes  sir.  . . ...  » 

Mr  Weighed.  And  during  the  period  of  time  to  which  you  le ter, 
they  had  a general  auditor  of  ship  construction  by  the  name  ot  hLat- 

tBM;rdcistEYy  Ido  not  believe  that  is  so,  Mr.  Weichel.  I believcMr. 
Slattery  has  taken  over  that  position  recently ; although  it  may  be. 

Mr  Weichel.  Mr.  Slattery  in  a previous  statement  before  this 
committee  said,  “I  was  for  3 years  general  auditor  of  construction. 

Mr.  CasiJy.  Then  I stand  corrected.  I do  not  know  the  set-up 

within  the  Maritime  Commission.  : . 

Mr  Weighed.  So  there  was  supposed  to  be  somebody  examining 
Into  the  irregularities  of  construction  with  reference  to  the  expendi- 
tures of  the  money,  with  reference  to  the  giving  away  of  325  millions 
ftf  dollars  of  fees  where  there  was  no  investment  ? 1 hat  comes  under 

“Ship  construction,”  does  it  not? 

Mr.  Casey.  Yes,  sir.  . . , ,,  . . „ 

Mr.  Weichel.  That  same  Mr.  Slattery  is  now  at  the  Maritime  Com- 
mission and  has  been  promoted  because  of  the  audit  work  he  did  on 
ship  construction,  of  which  you  are  now  telling  us?  He  has  beett 
promoted,  and  he  is  now  in  charge  of  general  finance  for  the  Maritime 
Commission.  Ho  you  think  that  that  would  be  a groat  improve- 
ment with  reference  to  the  future,  if  a gentleman  who  had  charge  ot 
all  this  that  you  have  told  us  about,  and  things  that  you  have  not  been 
able  to  tell  us  about,  in  going  behind  certification  of  work  done— that 
gentleman  is  now  head  of  all  the  finance.  I do  not  think  that  is  an 
improvement.  I think  that  is  a reward  for  past  conduct;  so.  know- 
ing that,  now,  do  you  think  that  that  is  a vast  improvement,  according 
to^the  answer  to  Mr.  Bradley’s  question?  . 

Mr.  Casey.  I do  not  believe  that  it  is  within  my  province  to  pass  on 
the  personal  qualifications  of  people  within  the  Commission. 

Mr.  Weichel.  I mean,  I was  wondering  if  you  knew,  in  answering 
Mr.  Bradley’s  question,  that  the  same  gentleman  who  was  in  charge 
of  all  this  has  now  been  promoted  to  the  general  finance. 

Mr.  Casey.  No  ; I was  confining  it 

Mr.  Weichel  (interposing) . You  did  not  know  that,  at  the  tune  you 
answered  Mr.  Bradley's  question?  , , . • , 

Mr.  Casey.  I may  have  known  it,  but  I did  not  have  that  in  mind. 

Mr.  Weichel.  You  did  not  have  it  in  mind?  • 

Mr.  Casey.  That  is  my  answer.  . ... 

Mr.  Weichel.  In  my  opinion,  I do  not.  believe  in  forgetting  those, 
and  keeping  those  who  have  taken  part  in  all  the  irregularities.  N ow, 
in  answer  to  Mr.  Bradley’s  question  about  auditing,  and  that  the 
General  Accounting  Office  has  been  auditing— talked  about  as.,  the 
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“watchdog  of  the  Treasury.”  That  is  only  insofar  as  you  can  go, 
is  it. not? 

Mr.  Casey.  That  is  all. 

Mr.  Weichel,  And  that  is  not  too  far,  is  it? 

Mr.  Casey.  In  some  of  these  matters,  it  is  not  very  far,  at  all. 
i Mr.  Weichel.  In  other  words,  with  reference  to  ship  construction, 
even  indefinite  contracts  and  otherwise,  when  the  Maritime  Commis- 
sion has  certified  as  to  the  work  done  and  payment  is  made  thereon, 
you  cannot  go  behind  the  curtain,  can  you  ? 

Mr.  Casey.  In  certain  forms  of  contract,  we  cannot.  _ _ 

Mr.  Weichel.  You  cannot  go  behind  it?  So,  in  view  of  all  the 
irregularities  and  the  practices  that  have  gone  on,  there  might  have 
been  great  discoveries  if  you  could  go  behind  the  certification  ? 

Mr.  Casey.  There  is  that  possibility. 

Mr.  Weicitel.  Well,  is  there  quite  a probability,  m view  of  some  of 
the  statements  that  you  have  made  in  your  prepared  statement? 

Mr.  Casey.  Yes ; 1 would  say  that  is  probably  so.  . . 

Mr.  Weichel.  To  go  behind  the  certification  of  the  Maritime  Com- 
mission with  reference  to  payment  of  money,  as  to  whether  the  work 
was  done,  or  whether  the  material  Was  received — can  you  do  that  under 
your  present  authority  in  law  ? 

Mr.  Casey.  Of  course,  it  would  depend  a lot  on  the  form  of  con- 
tract'. Taking  a cost-plus  form  of  contract,  we  would  not  be  able 
to  determine  whether  the  material  had  actually  been  received.  We 
do  not.  We  are  not  on  the  spot,  there,  when  they  get  the  material  oft 
the  train.  We  have  to  rely  on  the  administrative  certification  that 
they  actually  received  that  material.  , . 

Mr.  Weichel.  In  other  words,  if  they  certified  to  receiving  a million 
dollars’  worth  of  material,  could  they  only  receive  a half  million? 

That  might  be— there  is  no  check  on  it?  . 

Mr.  Casey.  We  have  no  check  on  that. 

Mr.  Weichel.  Outside  of  their  own  word ! 

Mr.  Casey.  That  is  right.  . 1n  ■ 

0 Mr.  Weichel.  These  same  people  who  have  entered  into  all  the 
shady  practices — the  people  of  this  country  have  to  take  their  word  as 
to'  whether  they  got  material — there  is  no  check  on  it  ? 

Mr.  Casey.  There  is  no  check.  " . 

Mr.  Weichel.  Except  in  the  cost-plus  contracts,  there  is ; no  check 
whether  services  have  been  performed ; you  have  to  take  the  word  of 
these  same  people  as  to  whether  services  were  performed  or  the  Gov- 
ernment received  anything  ? _ , . 

Mr.  Casey.  Generally  speaking,  that  is  correct,  There  is  a possi- 
bility that  we  might  happen,  on  something  in  the  way  of  services, 

but •••••  ! . ‘ 

Mr.  Weiciiel  (interposing) . In  other  words,  to  go  behind  the  trans- 
action and  see  whether  or  not  services  were  actually  performed  and 
the  material  actually  received — I do  not  mean  with  reference  to  dollar 
items;  I am  talking  now  with  reference  to  what  became  of  , the 
$21,000,000,000  that  they  spent— to  go  behind  their  certifications  you 

would  have  to  have  a special  act  of  Congress  ? c : - 

Mr.  Casey.  That  is  right.  ' ; ; 

Mr.  Weictiel.  In  other  words,  they  have  themselves  m such  a forti- 
fied position  that  even  the  .Government  .of  the  United  States  and:  the 
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Accounting  Office  and  the  public  cannot  get  behind  what  happened; 
isn’t  that  Correct?  . ' 

Mr.  Casey.  Under  exisiting  law.  ' i ! 

Mr.  WiaoHEL.  Under  exisiting  law,  I mean.  That  is,  now,  with 
refereiice  so  the  paymeht  of  money. 

Mr.  Casey.  Well,  you  were  speaking  primarily — - — . 

Mr.  Weighed  (interposing).  Yes;  I am  speaking  now  with  refer- 
ence to  your  statement  of  the  General  Accounting  Office  with  refer- 
ence to  payment  of  money.  You  do  check  that?  That  is  within  your 
authority?  *-•  ■ • : 

ciMt.  Casey;  That  is  the  function  of  the  audit. 

Mr.  WntoHEL.  Yes;  that. is  the  function  of  the  audit.  So  that  you 
do  check  the  money  transactions  ? 

Mr.  Casey.  Yes,  sir. 

Mr.  Weichkl.  Now,  wTith  reference  to  the  Maritime  Commission, 
with  referjence  to  their  purchases  of  property  amounting  to  billions 
of  dollars^  as  to  what  became  of  that  property,  does  the  General 
Accounting  Office  have  a right  to  check  and  see  whether  they  have 
the  property , or  what  they  did  on  it  ? In  other  words,  is  there  a check 
and  the  examination  of  property,  after  once  the  Maritime  Commission 
have  it?  , , w v;,. 

Mr.  Casey.  Generally  speaking,  we  have  nothing  to  do  with  the 
accounting  for  property.  Our  prime  job  is  to  check  on  the  expenditure 
of  public  funds. 

Mr.  Weiciied.  Does  the  General  Accounting  Office  or  any  other 
checking  department  of  the  Government  have  the  authority  to  examine 
the  inventory  to  see  whether  they  have  the  property,  or  what  they  did 
with  it  after  they  had  it?  In  other  words,  are  there  periodic  checks 
with  reference  to  property,  as  there  are  with  reference  to  money  ? 

Mr.  Cas^y.  No;  sir  . 

Mr.  Weiciiel.  There  are  not? 

Mr.  CasEy.  No;  sir. 

Mr.  Weiciiel.  So  that  the  General  Accounting  Office,  or  no  other 
office  of  thje  Government  that  you  know,  has,  or  can  make  a check  of 
the  Maritime  Commission  as  to  what  it  did  with  the  property  it  is 
supposed  to  have  received,  whether  they  have  it,  or  what  they  did 
with  it ; is  that  correct  ? 

Mr.  CASpY.  That  is  my  understanding  of  what  the  law  provides. 

Mr.  We^chel.  Yes;  and  so  that  you  could  make  that  examination 
with  reference  to  the  property  supposed  to  have  been  received,  as  to 
whether  they  have  it,  or  what  they  did  with  it,  you  would  have  to  have 
an  act  of  Congress  to  do  that  ? 

Mr.  Casey,  We  could  not  do  that,  now. 

Mr.WEicHEL.  You  could  not  do  it,  now,  is  that  right? 

Mr.  Casey.  No,  sir. 

Mr.  Wi’pcHEL.  You  would  have  to  have  an  act  of  Congress  to  find 
.that out?  ;■■■.'  , ; 

Mr.  Casey.  I mean,  we  could  not  now  find  out  what  they  did  with 
property  they  had  in  the  last  4 or  5 years. 

Mr.  WeIohel.  No;  but  in  the  loss  of  the  four  or  five  billions,  at 
least,  you  might  be  able  to  find  something  of  what  happened  to  it. 

1 ou  might  not  be  able  to  find  out,  with  reference  to  each  little  item, 
but  for  losses  in  the  big  amounts — for  instance,  the  matter  where  there 
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ae  STt  “ thcy  did  not  know  h*d' 

My  Pers°^a^  °Pinion1  is  that  ^ is  quite  questionable  how 
±ar  we  could  go  now  in  doing  anything  with  respect  to  the  accounting 
01'  Property , that  has  taken  place  during  the  war  period  & 

Mr.  Weichel.  You  could  make  the  check 

do  h for  the  past®  C°'Uld  d°  * f°r  the  future>  but  1 “t  if  we  could 

Mr.  Weichel.  Well,  with  reference  to  the  past,  you  could  examine 
what  was  purchased  and  make  some  determination  as  to  where  they 

put  it”  Where  16y  Say  thCy  PUt  it_aS  t0  where  they  said  they 

that  s?me  examination  could  be  made,  but  I 
leatiy  think  that  someone  who  is  more  conversant  with  the  actual  audit 
°i°®  °flce  would  have  to  answer  that  question  more  fully. 

Mr.  Weiciiel.  Yes ; but  under  existing  law  there  is  no  way  * 

Mr.  Casey.  No,  sir.  J ' 

Mr  Weichel.  This  Maritime  Commission  Price  Adjustment 
Board  is  that  composed  of  people  who  work  for  the  Maritime  Com- 
mission? I mean,  in  their  own  agency? 

Mr.  Casey.  It  is  established  within  the  Maritime  Commission  and 
although  I am  not  entirely  familiar  with  its  personal  composition-1 
do  not- even  know  that  the  people  who  are  on  there  were  even  former 

* is  * 

Mr.  Weichel  It  is  a part  of  the  Maritime  Commission « 

Mr.  Casey.  Yes,  sir. 

„ Weichel.  S?  tbat  ^hey  are  checking  and  examining  their  own 
contracts  to  determine  as  to  whether  they  paid  too  much  2 
Mr.  Casey.  That  is  correct. 

Mr.  Weichel.  That’s  a nice  business.  You  mentioned  nonreim- 
bursables.  Was  that  the  term  ? 1 

Mr.  Casey.  Yes,  sir. 

Mr.  Weiciiel.  And  in  answer  to  a question  of  counsel,  did  you  mean 
to  say  and  give  a full  clearance  to  all  the  gifts  that  were  made  by  ship- 
yards, and  supposed  to  be  charged  to  construction?  Do  you  mean 
M6,  T!!  llonf  ““bursables,  or  weren’t  they  ever  charged  and  paid  ? 

Mr.  Casey.  I believe  that  as  a general  rule— oh,  I think  probablv  I 
am  wrong  m saying  “as  a general  rule”-I  do  not  believe  that  there 
were  any  expenditures  for  sponsors’  gifts  for  which  the  contractor  was 
reimbursed  from  public  funds.  I believe  that  not  only  the  Maritime 
Commission  but  our  office  undertook  very  carefully  to  see  that  those 
were  not  reimbursed  under  the  contract. 

Mr.  Weiciiel.  Were  they  charged  to  ship  construction? 

Mr.  Casey.  Well,  when  you  say  “charged  to  ship  construction,”  I 
do  not  know  that  they  may  possibly  have  been  charged  in  the  renego- 
tiation and,  of  course,  we  do  not  have  sufficient  information  about  what 
goes  on  in  the  renegotiation  to  know  whether  they  were  or  not. 

Mr.  Weichel.  The  Maritime  Commission  has  not  provided  all  that, 
but  hasn’t  there  been  some  understanding  that  these  gifts  were  charged 
into  ship  construction,  as  a part  of  the  construction,  and  were  charged 
off,  with  inference  to  income  tax,  and  charged  in  as  cost  of  building  the 
ships?  Isn’t  that  a fact? 
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! 

Mr.  Casey.  Your  question  is  a little  bit  too  broad  to  permit  me  to 
give  you  an  unequivocal  answer. 

Mr.  Weichel.  Well,  I could  break  it  down. 

Mr.  Casey.  When  you  say  “charged  to  ship  construction,”  of  course 
most  of  the  cost  of  building  a ship,  that  is  charged  to  ship  construction, 
is  reimbursable  to  them,  penny  for  penny,  under  the  cost-plus  contract. 
With  respect  to  sponsors'  gifts,  he  is  not  reimbursed  for  the  sponsors’ 
gifts  under  the  provisions  of  his  contract.  Now,  we  have  got  to  go  one 
step  further  and  find  out  whether  or  not  when  he  is  renegotiated  they 
permit  him  to  count  that  as  a legitimate  business  expense  for  renego- 
tiation purposes.  There  may  very  well  be  a distinction. 

Mr.  Weiciiel.  That  amounts  to  the  same  thing? 

Mr.  Casey.  Well,  just  about. 

Mr.  Weichel.  It  amounts  to  the  same  thing,  whether  you  give  it 
back  to  them  as  a reimbursable  for  ship  construction,  or  whether  you 
give  it  to  them  as  a legitimate  business  expense  ? 

Mr.  Casey.  The  net  result  would  be,  the  Government  pays  for  it. 

Mr.  Weichel.  The  net  result  would  be  the  same  thing— the  Govern- 
ment foots  the  bill  and  pays  for  the  lavish  gifts  ? 

Mr.  Casey.  If  he  is  permitted,  under  either  condition,  the  Govern- 
ment would  be  paying  for  it. 

Mr.  Weiciiel.  That  has  been  a deep  secret.  You  have  not  been  per- 
mitted to 'pry  into  that;  isn’t  that  a fact? 

Mr.  Ca^ey.  We  have  not.  I believe  that  we  were  even  refused  access 
to  the  bodks  of  the  Price  Adjustment  Board. 

Mr.  Weichel.  So  you  cannot  testify  with  reference  to  that? 

Mr.  Carey.  No,  sir.  . ’ . . . , 

Mr.  Weiciiel.  But  one  can  draw  his  own  conclusions,  it  they  would 
not  let  you  examine  them.  In  other  words,  they  are  a little  bit  afraid 
of  the  GQP? 

Mr.  Casey.  GAO-  , .,  , 

Mr.  Weichel.  Anyhow,  you  have  not  been  permitted  to  examine 

into  that  phase  of  it,  at  all? 

Mr.  Casey.  No,  sir.  T ,, 

Mr.  Weichel.  If  they  permitted  that  as  a business  expense  the 
Government  pays  it  just  the  same?  . 

Mr.  Casey.  If  they  did,  the  Government  would  be  paying  for  it. 

Mr  Weichel.  With  further  reference  to  gifts,  outside  of  the  very 
open  way  in  which  they  might  be  put  off  as  a legitimate  business  ex- 
pense, there  are  all  kinds  of  ways  of  burying  it  in  the  accounting,  too, 
are  there  not— various  ways  and  means  of  burying  those  things  so  that 
it  would  be  hard  for  an  auditor  to  find  them  ? 

Mr.  Casey.  I believe  there  probably  are. 

Mr.  Weichel.  And  the  General  Accounting  Office  has  not  been  per- 
mitted tc  pry  into  all  those  affairs  of  accounting,  has  it? 

Mr.  Casey.  Not  in  renegotiation.  „ X1 

Mr.  Weichel.  The  renegotiation  is  a sort  of  cover-all  for  the  various 
things  the  General  Accounting  Office  has  unearthed,  evidently  ? 

Mr.  Casey.  Well,  that  covers  profits.  That  is  the  legislation  which 
gives  the  Government  the  right  to  get  profits  back,  if  they  are  un- 
reasonable. 

Mr.  Weichel.  And  this  same  Price  Adjustment  Board,  with  its  ac- 
counting, and  no  outside  agency  examining  the  accounting,  is  making 
all  the  determinations,  is  that  correct? 
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Mr.  Casey.  That  is  correct. 

Mr.  Weichel.  Counsel  offered,  in  the  beginning,  here,  an  exhibit. 
I do  not  know  whether  it  is  No.  1. 

Mr.  Codes.  Yos. 

Mr.  Weighed.  Will  you  permit  Mr.  Casey  to  examine  that? 

Mr.  Col.es.  Yes. 

Mr.  Weichel.  With  reference  to  the  so-called  exhibit  No.  1 in  this 
hearing,  it  purports  to  be  the  names  of  the  ship  contractors  and  cost 
of  facilities.  In  the  second  column,  it  says : “Capital  invested  by  con- 
tractor”—which  is  a misnomer,  and  I want  to  say  it  here  again.  I said 
it  once  before.  And  in  the  third  one  is  “Fees  or  profits.”  In  refer- 
ence to  the  so-called  profits  to  ship  contractors,  have  you  ever  examined 
into  the  matters  set  forth  in  that  exhibit  with  reference  to  the  state- 
ment that  you  made? 

Mr.  Casey.  Well,  only  on  its  face? 

Mr.  Weichel.  I mean,  on  its  face. 

Mr.  Casey.  Yes,  sir. 

Mr.  Weichel.  There  are  some  19  ship  contractors  ? What  is  it — 
19  ship  contractors  ? Is  that  the  number  ? 

Mr.  Casey.  Yes,  sir ; 19  companies. 

Mr.  Weichel.  The  first  column — what  does  that  recite,  in  the  total, 
with  reference  to  these  “constant  facilities?” 

Mr.  Casey.  $424,250,691. 

Mr.  Weichel.  The  originals  of  that — the  original  from  which  this 
statement  was  taken,  and  the  one  submitted  by  the  Comptroller  Gen- 
eral in  the  fall  of  1943,  came  from  figures  that  were  compiled  by  your 
office,  did  it  not  ? 

Mr.  Casey.  I do  not  know  exactly  what  you  are  referring  to  in  that 
1943  statement. 

Mr.  Weichel.  In  the  fall  of  1943  the  newspapers  generally  talked 
about  the  profits  ship  contractors  were  making,  and  at  that  time  the 
Comptroller  General  sent  to  this  committee  a similar  set  of  figures  to 
this  exhibit  1,  which  was  supposed  to  be  a statement  concerning  these 
same  19  contractors,  with  reference  to  Government  facilities,  with 
reference  to  the  investments  so-called,  and  with  reference  to  profits 
paid  up  to  that  time.  In  other  words,  the  figures  came  from  your 
office  ? 

Mr.  Casey.  I do  not  know. 

Mr.  Weichel.  Now,  I understand  from  you,  with  reference  to  that 
first  column,  that  says  “cost  of  facilities.”  Does  that  mean  what  the 
Government  paid  to  erect  the  yard  and  build  the  yard  ? 

Mr.  Casey.  Yes,  sir ; I believe  so.  ’ 

Mr.  Weichel.  Further,  in  line  with  your  statement,  with  reference 
to  these  19  yards,  the  Government  paid  for  everything  that  went  into 
building  the  yard.  Then,  next,  it  paid  for  all  the  material  that  went 
into  the  ship.  It  paid  for  all  labor,  and  it  paid  for  all  administration 
costs  for  individuals  so  employed,  up  to  $25,000  a year,  a person  ? 

Mr.  Casey.  Yes,  sir. 

Mr.  Weichel,  That  is  correct,  is  it  not  ? 

Mr.  Casey.  Yes,  sir. 

Mr.  Weichel.  So  that  with  reference  to  the  ships  constructed  by 
those  19  companies,  the  so-called  19  ship  contractors  had  not  a single 
penny  invested,  did  they,  in  the  ya-d  that  built  tho  ship  ? 
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1 

Mr.  Casey.  As  I stated,  I do  not  know  exactly  where  that  capital, 
if  any,  was  an  vested,  in  view  of,  as  you  point  out  in  your  question,  the 
fact  that  every  conceivable  item  of  cost  was  reimbursed  to  them,  build- 
ing the  shipyard  under  his  contract;  but  I can  conceive  that  he  may 
need  some  capital — working  capital,  at  least — to  carry  him  along  until 
he  gets  his  first  check  from  the  Maritime  Commission. 

Mr.  WEipriEL.  For  a few  minutes,  until  he  can  get  it? 

Mr.  Casey.  Well,  I do  not  know  how  long  it  would  take  to  do  that,. 

Mr.  Weichel.  Some  of  them  got  credit.  Some  of  them  got  credit 
of  10  days  and  some  30  days  on  that? 

Mr.  Carey.  I do  not  know  the  lapse  of  time  between  the  paying  out 
of  his  ownjpocket  and  getting  it  back. 

Mr.  We|:ciiel.  Now,  the  second  column  of  that  exhibit — and  this  is 
the  exhibit  that  is  supposed  to  come  from  the  Maritime  Commission, 
on  these  f9  ship  contractors — and  what  is  the  total  on  that  second 
column  ? 1 

Mr.  Casey.  $22,979,275.62. 

Mr.  Weichel.  And  what  does  it  say  at  the  top  of  that  column? 

Mr.  Casey.  It  says  “capital  investment  of  shipyard  operator.” 

Mr.  WEichel.  In  your  determination,  this  $22,000,000  was  not  in- 
vested by!  these  19  ship  companies  in  the  facilities  where  these  ships 
were  built.,  was  it  ? 

Mr.  Casey.  I will  answer  that  by  amplifying  what  I have  in  my 
written  statement,  somewhat;  and  that  is,  that  in  view  of  the  facts  and 
circumstances  that  we  have  found  with  respect  to,  for  example,  the 
California  Shipbuilding  Corp, — and  I believe  there  are  several 
others — we  say  that  we  believe  the  statement  is  misleading,  and  that 
the  capital  investment  of  a shipyard  operator  does  not  represent  actual 
dollars  taken  out  of  his  own  pocket  and  put  into  the  shipyard  or  into 
the  construction  work  of  the  contract. 

We  believe  that  in  some  cases  he  took  out  his  profits  and  put  some 
of  it  back  by  way  of  capital,  but,  of  course,  that  came  from  Govern- 
ment funds. 

Mr.  Wieichel.  This.22  million  in  that  column  represents  money  that 
they  had  invested  in  some  other  business,  or  do  you  know? 

Mr.  Casuy.  I do  not  know  that, 

Mr.  Wiiicina,.  All  right.  In  previous  testimony  from  Admiral 
Land  back  in  1944,  and  which  I will  ask  to  be  made  a part  of  this  rec- 
ord, Admiral  Land  testified  and  everyone  else  testified,  at  that  time, 
that  thaft  so-called  column  represented,  what  these  alleged  contractors 
bad  in  other  business,  not  in  the  business  of  building  ships,  so  that  the 
statement  of  the  Maritime  Commission,  when  they  say  “Investment 
of  ship  contractor”  is  not  true.  It  is  a half  truth  and  it  is  misleading, 
because!  when  you  are  talking  about  ship  contractors’  profits  and  you 
are  talking  about  their  investment,  you  are  talking  about  the  invest- 
ment that  they  had  in  the  yards  in  which  they  built  the  Government 
ships  for  which  they  received  money.  That  is  what  you  are  supposed 
to  be  talking  about  in  your  inquiry,  is  that  not  correct? 

Mr.  Casey.  That  is  correct. 

Mr.  j Weighed.  So  that  if  this  $22,000,000  was  invested  in  other 
business  of  these  people,  it  has  no  place  in  trying  to  make  someone  be- 
lieve that  the.se  contractors  had  $22,000,000  invested  in  the  building 
of  ships  for  tli e Go ver n ment,  which  they  did  not  do  and  did  not  have. 
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Mr.  Casey.  If  that  is  the  circumstance  and  that  is  correct  and  a fact, 
then  the  picture  is  more  misleading  than  I thought. 

Mr.  Weiciiel.  That  is  why  I was  wondering,  in  view  of  what  you 
said  and  in  view  of  previous  testimony  started  in  the  fall  of  ’43  and  a 
little  in  ’£4,  and  then  stopped,  as  counsel  has  said,  on  behalf  of  the 
Maritime  Commission,  on  the  basis  that  because  of  the  war  it  was  not 
desirable  that  the  public  should  know  what  was  going  on. 

Now,  with  reference  to  the  third  column  on  exhibit  No.  1,  what  is 
the  total  of  that? 

Mr.  Casey.  $356,006,612. 

Mr.  Weiciiel.  And  what  is  the  heading  of  that  column  as  presented 
here  by  the  Maritime  Commission  ? 

Mr.  Casey.  “Estimated  profits.” 

Mr.  Weiciiel.  That  is  estimated  profits  ? Now,  if  the  ship  contrac- 
tors, these  10,  had  no  investment,  which  has  been  testified  to  before 
in  previous  hearings,  and  the  $22,000,000  was  not  invested  in  these 
yards,  this  figure  of  $354,000,000,  and  calling  it  a profit — you  usually 
call  profit  based  on  something  over  cost,  do  you  not?  Is  that-  not  the 
general  way  of  doing  it? 

Mr.  Casey.  That  is  the  general  way  of  determining  it. 

Mr.  Weiciiel.  You  take  cost,  and  how  much  you  have,  and  the  dif- 
ference is  profit. 

Mr.  Casey.  That  is  right, 

Mr.  Weiciiel.  In  this  instance  the  people  had  no  cost  whatsoever. 
It  was  entirely  a gift,  if  there  was  no  investment,  is  that  not  true? 

Mr.  Casey.  That  is,  to  a certain  extent,  true. 

Mr.  Weiciiel.  That  is  true  ; if  there  wTas  no  investment  and  they 
were  given  money,  it  was  a gift.  It  was  not  a percentage  of  profit 
on  cost  at  all,  is  that  not  correct? 

Mr.  Casey.  Well,  it  was  a percentage  on  cost,  but  the  cost  was 
reimbursable. 


Mr.  Weiciiel.  They  had  no  investment  in  it.  When  you  talk  about 
excess  war  profits  with  reference  to  some  other  people  in  the  Govern- 
ment, munitions,  getting  100  percent  or  a thousand  or  a million  per- 
cent profit,  here  are  some  people  who  had  not  a single  penny  invested 
and  they  got  $354,000,000.  What  kind  of  accounting  definition  of 
profit  would  you  call  that,  when  people  have  no  investment  at  all? 

Mr.  Casey.  As  I indicated,  it  seemed  to  me  excessive. 

Mr.  Weicbpl.  It  would,  if  they  had  no  investment. 

Mr.  Casey.  It  would,  and  of  course  I went  on  the  theory 

Mr.  Weiciiel  (interposing).  That  they  had  $22,000,000  invested 
m these  plants. 

Mr.  Casey.  At  least  some  of  it. 


, . ' Weiciiel.  This  is  the  second  time  that  this  has  come  before 

this  committee,  and  now  the  present  administration  of  the  Maritime 
Commission  and  the  present  general  finance  officer,  I suppose,  have 
seen  this;  and  it  is  over  the  signature  of  the  chairman.  The  Maritime 
Commission  puts  that  out’  here  and  says  “Investment  of  ship  con- 
tra®t°r-  ™ey  know>  W ought  to  know,  that  they  did  not  have  any, 
and  the  Chairman  permits,  the  same  kind  of  people  who  were  down 
in  that  (mice  to  prepare  this  kind  of  statement  and  bring  it  up  here 
again.  The  $22,000,000  invested  in  their  other  businesses  is  all  the 
money  they  claimed  they  had,  their  assets,  not  in  the  shipbuilding 
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business,  yet  it  gives  them  more  than  10  times  in  profit  everything  they 
claim  they  owned,  as  a fee  for  building  ships,  with  no  investment;  and, 
as  you  pointed  out,  they  probably  never  had  the  $22,000,000  them- 
selves, because  it  was  built  up  out  of  Government  money,  because  it 
was  not  invested  in  this,  and  I was  wondering  if  you  knew  that  when 
you  were  making  your  statement. 

Mr.  Casey.  No,  sir;  I did  not. 

Mr.  Weichel.  Did  you  know  that  there  were  hearings  that  started 
in  March,  after  the  Comptroller  General  sent  over  some  figures  in 
November  or  December  of  1943,  and  the  same  people  who  are  now  in 
the  Maritime  Commission  with  reference  to  ship  construction  and  with 
reference  fo  general  finance  and  with  reference  to  accounting  knew 
previous  to  November  ’43,  and  this  committee  knew  shortly  after  No- 
vember ’43  and  in  the  beginning  of  January  1944,  and  hearings  were 
commenced  in  March  1944,  and  I want  to  introduce  this  as  a special 
exhibit  at  this  time.  , 

(Tabulation  of  shipbuilders’  profits  was  marked  “Exhibit  No.  2.  ) 

Mr.  Weichel.  Would  you  casually  examine  the  list  of  so-called  ship 
contractors  on  that  exhibit  and  on  exhibit  No.  1 and  see  if  they  are 
approximately  the  same  ? 

Mr.  Casey.  They  look  the  same. 

Mr.  Weichel.  What  is  the  total  so-called  cost  of  facilities  on  that 
exhibit  ? 

Mr.  Casey.  $371,960,113.  ' 

Mr.  Weichel.  How  does  that  compare  with  exhibit  1 ? 

Mr.  Casey,  Well,  apparently  they  spent  about  $50,000,000  more  be- 
tween the  time  of  this  original  tabulation  and  the  present  tabulation. 

Mr.  Weichel.  In  the  next  column  are  figures  as  given  to  the  Comp- 
troller General  with  reference  to  investment  of  ship  contractors.  What 
figures  did  they  have  put  down  for  that? 

Mr.  Cabby.  They  have  $22,979,275.62.  _ 

Mr.  Weichel.  Is  that  the  same  on  exhibit  1 ? 

Mr.  Casey.  That  is  the  identical  figure. 

Mr.  Weichel.  The  Maritime  Commission  are  still  calling  that  In- 
vestment of  ship  contractor”  when  he  had  none,  which  will  be  dis- 
closed by  this  other  testimony. 

Now,  what  is  in  the  third  column  of  the  exhibit  you  have  m your 
hand,  exhibit  2 ? 

Mr.  Casey  (reading)  : # 

Fees  earned  by  shipyard  operator  to  November  30,  1943. 

Mr.  Weichel.  What  is  the  total  of  that  ? 

Mr.  Casey.  $174,094,051.  , . . . 

Mr.  Weichel.  Between  the  time  of  quieting  the  investigation  on 
exhibit  2 and  up  to  the  time  of  the  statement  in  exhibit  1 they  gave 
these  same  ship  contractors,  who  had  no  investment,  how  many  hundred 
million  more  dollars,  instead  of  stopping  it  ? 

Mr.  Casey.  About  $175,000,000  more. 

> Mr.  Weichel.  $175,000,000  more  was  given  to  these  same  people 
after  the  time  of  the  beginning  of  the  statement  on  exhibit  2 and  as 
now  set  forth  in  exhibit  1 ? They  gave  them  $175,000,000  more ? 

Mr.  Casey-  Yes. 

Mr.  Weichel.  With  reference  to  profits  for  ship  construction  or 
anything  else,  as  to  accounting  and  the  General  Accounting  Office,  how 

/ 
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do  you  determine  profits?  What  is  the  general  way  of  determining 
profits  from  an  accounting  standpoint? 

Mr.  Casey.  Bearing  in  mind  that  I am  not  an  accountant  in  the  first 
place,  and  in  the  second  place  that  the  General  Accounting  Office  does 
not  have  anything  to  do  with  determining  profits — we  are  out  of  the 
picture  altogether  on  renegotiation — I find  it  hard  to  answer. 

Mr.  Weichel.  In  the  examination  made  by  the  General  Accounting 
Office  with  reference  to  the  figures  on  exhibit  1 and  exhibit  2,  those 
came  from  the  General  Accounting  Office  and  were  certified  to  this 
committee. 

Mr.  Casey.  Is  that  true  ? 

Mr.  Coles.  As  I understand,  Mr.  Chairman,  those  figures  were  pre- 
pared by  committee  counsel,  Mr.  Zincke.  They  were  not  furnished  by 
the  Comptroller  General. 

Mr.  Weichel.  The  Comptroller  General  had  the  figures. 

Mr.  Coles.  I understand  not. 

Mr.  Weichel.  I will  do  some  questioning  about  that. 

In  making  your  examination  for  the  Comptroller  General,  is  it  not 
a fact  that  you  or  the  Office  have  been  calling  attention,  the  attention 
of  the  public,  to  excessive  wartime  profits  ? 

Mr.  Casey.  Wo  have  been  writing  letters  suggesting  that  they 
seemed  excessive  from  the  information  we  had  in  our  Office. 

Mr.  Weichel.  That  is  what  I thought. 

Mr.  Casey.  But  I might  say  that  that  is  really  a gratuitous  function 
on  the  part  of  the  Comptroller  General,  under  existing  law. 

Mr.  Weiciiel.  Oh.  I thought  that  in  view  of  the  fact  that  you  were 
calling  the  attention  of  the  public  to  the  fact  of  exorbitant  profits  you 
had  some  idea  of  how  profits  were  determined ; in  other  words,  that 
you  would  take  the  cost  and  then  what  you  get  for  it,  and  that  is  how 
you  fix  it. 

Mr.  Casey.  The  extent  to  which  we  questioned  it,  I might  say,  was 
that  we  stated  that  it  would  seem  that  in  view  of  the  relationship  of 
profits  to  capital  investment  the  contracts  were  providing  for  excessive 
profit. 

Mr.  Weiciiel.  Then  the  General  Accounting  Office  and  the  Comp- 
troller General  certainly  have  some  idea  with  reference  to  accounting 
principles  and  how  you  determine  profits,  or  you  could  not  make  those 
statements. 

Mr.  Casey.  That  is  right. 

Mr.  Weichel.  That  is  what  I was  trying  to  get  at. 

Mr.  Casey.  That  I could  not  answer,  because  I did  not  make  the 
determination  in  the  first  place. 

Mr.  Weichel.  I mean,  you  made  some  examination  with  reference 
to  ship  construction,  according  to  your  statement. 

Mr.  Casey.  I can  see  sufficient  figures  in  front  of  me,  and  from  the 
provisions  in  contracts,  to  make  the  statements  I have  made  with 
respect  to  profits. 

Mr.  Weichel.  That  is  what  I am  asking  you  about,  and  you  have 
made  a very  long  and  detailed  and  very  comprehensive  statement  with 
reference  to  ship  construction  and  the  expenditures ; and,  with  refer- 
ence to  profits,  how  do  you  make  the  determination  ? Do  you  look  at 
what  it  costs  ? 

Mr;  Casey.  Of  course,  we  can  see  how  the  profits  in  this  case  were 
fixed.  They  were  fixed  on  the  total  cost  of  the  construction  of  the 
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vessels  by  ;way  of  payment  of  certain  fees,  presumably  a percentage  of 
the  total  cqst  of  the  vessel. 

Mr.  Weichel.  Yes.  Well,  what  I mean  is  that  the  usual  method 
of  determining  profit  is  that  you  take  the  bona  fide  and  honest-to-God 
cost  and  you  subtract  that  from  what  you  received  for  the  thing  you 
, were  paid  |for. 

Mr.  Casey.  That  is  what  denotes  profits. 

Mr.  WEichel.  That  is  what  denotes  profit  in  anybody’s  conception, 
accountants’  or  anybody’s  else,  so  that  with  reference  to  the  construc- 
tion of  shjips  there  was  no  question  with  reference  to  these  19,  with 
reference  to  cost,  because  there  was  no  cost  to  these  ship  contractors 
■ and  they  'were  given  $354,000,000  as  a gift.  It  was  not  a profit,  on 
something  they  did,  or  something  that  they  paid  something  for. 

Mr.  Casey.  Of  course,  profits  could  not  have  been  determined  in 
the  usual  way  in  these  contracts,  because  there  was  not  any  fixed  price 
or  any  cost  to  be  subtracted  from  the  fixed  price. 

Mr.  Weichel.  But,  going  back  to  the  statements  exhibit  1 and  ex- 
hibit 2,  the  Government  paid  for  the  land  and  the  equipment  and  the 
• buildings.  They  paid  for  material,  labor,  and  everything  that  went 
into  the  sfyip. 

Mr.  Casey.  Yes,  sir. 

Mr.  Weichel.  So  that  the  $354,000,000  was  not  something  on  an 
investment  they  had.  There  was  no  investment,  is  that  not  correct  ? 

Mr.  Casey.  That  is  correct,  substantially. 

Mr.  Weichel.  In  previous  hearings  which  were  qujptly  stopped 
there  is  testimony  that  the  Maritime  Commission  gave  what  at  that 
time  was  $226,000,000  to  ship  contractors  on  exhibit  1,  that  they 
gave  it  tq  ship  contractors  saying  that  the  ship  contractors  had  no 
investment  whatsoever  in  these  19  yards,  but  they  gave  it  to  them 
on  the  ba1sis  of  “moral  assets.”  Is  there  anything  in  the  law  with 
reference  to  the  General  Accounting  Office  whereby  you  can  give 
money  on  jthe  basis  of  moral  assets — to  give  away  Government  money  ? 

Mr.  Casey.  If  you  mean  by  that : Can  the  General  Accounting  Office 
do  anything  about  it?  there  is  not. 

Mr.  Weichel.  Is  there  anything  that  authorizes  the  General  Ac- 
counting Office  to  pass  by  $226,000,000,  which  it  is  testified  to  were 
given  on  the  basis  of  the  moral  assets  of  these  people? 

Mr.  Casey.  We  would  have  to.  give  them  credit  in  the  disbursing 
officers’  accounts  for  those  payments. 

Mr.  WificiiEL.  Well,  supposing  the  War  Department  gave  a check 
for  $1,000,000,  or  a check  for  $100,  to  some  person  who  had  no  invest- 
ment in  anything.  Would  you  pass  that  by  ? 

Mr.  Casey.  Are  those  the  only  facts  you  are  going  to  give  me  ? 

Mr.  Wetoitet..  Give  it  to  them  outright,  with  no  investment? 

Mr.  Casey.  Of  course,  we  would  suspend  credit. 

Mr.  Weichel.  Supposing  the  War  Department  gave  somebody  a 
million  dollars  when  there  was  no  investment  of  any  kind  on  the  part 
of  the  person  to  whom  they  gave  it,  with  reference  to  manufacturing 
munition^.  Supposing  the  person  who  manufactured,  now,  had  no 
investment — everything  was  paid  for,  just  as  in  this  ship  construction 
everything  was  paid  for — and  they  gave  him  $1,000,000. 

Mr.  Casey.  If  that  bore  some  reasonable  relationship  to  the  over- all 
contract  that  the  War  Department  had  with  the  munitions  maker,  we 
would  have  to  pass  that  to  credit. 
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Mi'.  Weichel.  These  19  ship  contractors  had  everything  paid  for, 
even  the  so-called  brains,  if  there  were  any,  because  they  only  had  to 
follow  blueprints  and  were  paid  up  to  $25,000  a year  for  looking  at 
blueprints.  That  was  the  greatest  amount  of  brains  that  was  required 
in  this.  Everything  was  handed  to  these  19  people.  They  had  no 
investment.  The  Government  paid  for  everything;  the  Government 
paid  for  administration  and  everything  under  the  sun.  Yet  the  Mari- 
time Commission  totally  gave  away  $350,000,000. 

Now,  on  what  kind  of  legal  process  can  you  predicate  the  giving 
away  of  $350,000,000  under  that  kind  of  set-up  % 

Mr.  Casey,  Well,  of  course,  essentially  that  was  done  throughout 
the  war  in  every  department  of  the  Government  under  the  cost-plus  . 
form  of  contract. 

, Mr.  Weiciiel.  No 

Mr.  Casey.  Under  a cost-plus  form  of  contract  the  man  is  reim- 
bursed his  cost  to  the  penny  for  performing  that  type  of  contract,  and 
on  top  of  it  he  is  given  a fee.  If  he  is  paid  his  salary  as  part  of  the 
cost  of  performing  a contract  for  the  managerial  duties  he  performs, 
and  for  any  knowledge  he  might  have  of  how  that  work  should  ,be 
done,  then  the  fee  on  top  of  it  is  in  the  same  category  as  the  fees  paid 
to  these  shipyard  operators. 

Mr.  Weiciiel.  Just  a minute.  The  kind  of  a cost-plus  contract  you 
are  talking  about  is  one.  Supposing  they  had  one  with  the  Ford 
Motor  Co.  to  build  tanks  on  a cost-plus  basis.  That  was  with  the. 

Ford  Motor  Co.,  who  had  an  investment  and  who  had  machinery  and 
who  had  everything  else.  You  made  a contract  with  them  on  a cost- 
plus  basis.  If  you  made  one  with  a company  like  that,  or  any  other 
motor  company  that  had  an  investment. 

Mr.  Casey.  I believe  a distinction  should  be  drawn  between  con- 
tractors who  were  operating  Government-owned  shipyards  and  con- 
tractors operating  shipyards  built  with  their  own  investment. 

Mr.  Weighed.  Take  a shipyard  that  was  in  existence  previous  to 
the  war  and  you  made  a contract  with  that  shipyard  to  build  a ship 
on  a cost-plus  basis.  That  is  one  thing,  to  pay  them  a fee  for  that. 

But  to  take  19  that  were  set  up,  like  you  started  out  with  the  Kaiser 
outfit,  which  started  out  with  nothing.  These  were  set  up  specifically 
with  no  investment  whatsoever.  Should  you  pay  them  $354,000,000  ? 

That  is  not  the  same  kind  of  thing  you  are  talking  about,  a contract 
with  a person  who  is  reimbursed  for  his  costs  plus  a fee  for  doing 
things.  That  is  not  true  in  this  sort  of  thing,  because  they  paid  them 
for  everything,  even  their  so-called  brains. 

Mr.  Casey.  There  is  a distinction  to  be  drawn,  and  of  course  the 
Renegotiation  Act  itself  recites  that  a distinction  should  be  drawn, 
in  providing  that  the  extent  of  risk  assumed  and  the  amount  of  public 
and  private  capital  involved  should  be  considered. 

Mr.  Weichel.  In  these  19  there  was  no  private  capital  involved, 
there  was  no  risk  involved,  but  there  is  a difference  of  $354,000,000. 

I should  say  there  should  be  a difference,  but  I cannot  understand  how 
they  can  excuse  giving  away  $354,000,000  under  these  circumstances, 
any  more  than  they  could  take  the  money  out  of  the  till  and  hand  it 
to  anybody  else  as  a gift.  There  is  nothing  about  moral  assets  in  the 
law  that  I know  anything  about.  Do  you  know  of  anything  with  ref- 
erence to  checking  accounting  ? 
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Mr  Weichel.  In  other  words,  if  the  War  Department,  the  Navy 
Department,  or  any  other  department  of  the  Government  wrote  out 
a check  for  alny  amount  of  money — millions  or  hundreds  of  million 
and  just  presented  it  to  somebody  and  said  to  the  General  Accounting 
Office,  “That  is  because  they  have  good  moral  assets  and  we  are  doing 
other  business  with  them”— is  that  justifiable  under  the  existing  law  . 

Mr.  Casey.  No,  sir. 

Mr.  Weichel.  That  is  all. 

The  Chairman.  Mr.  McConnell?  r, 

Mr.  McConnell.  I understand  you  are  a representative  of  the  Gen 

era!  Accounting  Office.  In  what  capacity?  . 

Mr.  Casey.  Here  I am  a representative  of  the  General  Accounting 
Office.  My  official  capacity  in  the  Office  is  principal  attorney  in  t le 

k'S'lr.  McConnell.  You  are  an  attorney  and  not  an  accountant? 

Mr’.  Casey.  That  is  right.  x x , , 

Mr  McConnell.  That  is  what  I wanted  to  get  straight.  _ 

Now  I understand  we  are  here  to  check  whether,  m our  judgment, 
the  profits  received  by  shipbuilding  companies  are  reasonable  in 
amount.  To  bring  it  to  a focus,  you,  as  a representative  of  the  General 
Accounting  Office,  charge  that  the  profits  were  unreasonable,  is  that 

C°MidCASEY.  That  is  substantially  correct,  and  our  purpose  is  to  pre- 
' sent  facts  and  figures  to  enable  this  committee  to  decide  whether  m 
their  opinion  the  profits  are  unreasonable.  In  our  opinion  the  profits 

W<MrU McConnell.  Would  you  not  say  that  the  Price  Adjustment 
Board  in  the  Maritime  Commission  thought  otherwise,  or  they  would 
have  called  for  further  renegotiation  of  profits?  Is  that  correct . _ 

Mr  Casey.  My  impression  is  that  they  have  not  completed  their 
renegotiation  of  111  these  contractors.  In  fact,  exhibit  2 here  show- 
ing the  results  of  their  renegotiation,  presumably  as  of  July  lJ4b, 
shows  that  only  7 of  the  19  companies  have  been  involved  m renegotia- 
tion, and  it  indicates  that  for  at  least  two  of  the  companies  here, 
although  they  were  renegotiated,  nothing  was  taken  back  from  them. 

Mr  IdcCoNNELL.  Now,  I gather  from  your  statement  that  you  are 
in  disagreement  with  the  findings  so  far  of  the  Price  Adjustment 
Board  within  the  Martime  Commission. 

Mr  Casey.  That  is  substantially  correct.  , 

Mr.  McConnell.  Is  that  a general  opinion,  or  do  you  have  a formula 

hv  which  vou  arrived  at  such  a conclusion?  . , 

Mr  Casey.  That,  in  the  main,  is  a general  conclusion  based  upon 
thf  capital  investment  and  the  profits  as  indicated  by  the  figures  of 
the  Maritime  Commission  as  contained  on  exhibit  No.  1,  and  the 
general  manner  in  which  these  contracts  were  performed  with  Goy- 
eiiimcntThipyards.  But  we  do  not  have  the  facts  and  figures  to  ma 
any  accounting  determination  with  respect  to  it,  since  we  are  fore- 

tioned  in  your  statement,  the  St.  J ohns  Rivei  Shipbuilding  1 

an  original  investment  of  $600  and  realized  profits  estimated  at 
$2,080,000,  or  346,666  percent  of  their  capital  investment.  On  the  face 
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of  that,  that  does  seem  like  an  unreasonable  amount  of  profit  But 

‘ iff  profit  shouid  be  in  actuai  fi^res  ? 

irenSandMlwti,  0fer  words’ ifj  stiU  ^maing  in  the  realm  of  a 

I think  vqu  i Pf°  are  l0?- freat  They  seem  t0°  ^^t,  but 

!rUyou  have  a substitute  amount  to  put  in  there  T 

Avould  like  to  know  what  your  formula  is.  P 

The  Renegotiation  Act,  of  course,  vests  authoritv  to  re- 
A(Suf mefeB  COp  ra<ltS’  as  } Pointed  out,  in  the  War  Contracts  Price 
Mantime CommSJp™  tur.n  kave  delegated  that  function  to  the 
tractim^ Commission  Price  Adjustment  Board  for  Maritime  con- 
tracts,  but  the  law  provides  that  two  of  the  factors  to  be  considered 
y 1Joe  Adjustment  Board  in  determining  reasonableness  of 
profits  are  the  extent  and  source  of  public  and  private  capiSd  em 
ployed,  and,  second,  the  extent  of  risk  assumed^  There  are  seven 
factors  altogether,  and  those  are  two  of  them. 

i ow,  when  you*  see  on  the  tabulation  that  St.  Johns  River  Shin- 
biuldmg  Go.  made  $900,000  in  profits  and  they  made  the  $900  000 
‘ fcei  renegotiation,  we  just  wonder  how  much  weight  they  could  have 

totegtwth  ” tW0  4ctors  ” tta  W iKly  S 

towLMSLXbiSdaT'  n°tprepsred  to  the 

Mr.  Casey.  No  ; we  are  not. 

Mr.  McConnell.  Do  you  know  whether  in  the  considering  of  the 
amount  of  profit,  as  to  its  unreasonableness  or  not,  comparative  profits 
o costs  of  other  shipbuilding  companies  were  considered*  For  in 
stance,  we  will  state  here  that  so-and-so  shipbuilding  company  made 
an  unreasonable  profit.  How  would  that  romr.,.™  LT 1 y 

company!  Has  tf.t  been  taken  taWnddS™  B°me  °tll0r 

Mr  Casey.  We  have  not,  sir.  That  is  within  the  province  of  the 
Mantime  Commission  Price  Adjustment  Board,  and  within  the  Drov 
mce  of  the  various  price  adjustment  boards  renegotiating  profitsP  and 
we  have  no  idea  how  they  operate.  & g pi  onu>’  and 

McConnell.  I do  not  want  to  prolong  this.  All  I will  sav  is 

iudtfentfffteorn4^U1^tm#  makcs  the  statement  that  in  their 
judgment  the  piofits  made  by  various  shipbuilding  companies  arc  mi 

SrCASEY.  Yes“frke  ^ statement  definitely,  is  that  not  correct? 

Mr.  McConnell.  Thank  you 

ItaSlttfeV'  there  „„  no  further  questions,  rather 

“ *>» 

Mr.  Coles.  I beg  your  pardon. 

ThflPmTm  MryJ  ?.?k  f’ne  question,  the  basis  of  the  $600  figure* 
ihe  Chairman.  I dislike  to  return,  but  I will  permit  it  altlmmth 
not  as  a precedent.  You  may  ask  your  question.  ’ g 

ti,Mrif  i KT<:f  l:L'  ^lth  refcrence  to  the  $600  of  the  St  Johns  River 

tdythe,v*nThev^d  ff60°  “ -his  Government-operated  contact 
ui a they « they  did  not  have  any  investment  in  that  v-nrd  nf  n il  mi  ’ 

were  just  like  the  rest  of  them,  were  they  not  ? 3 &t  aU<  They 
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Mr.  Casey!  I do  not  know.  The  statement  furnished  this  committee 
bv  the  Maritime  Commission  shows  that  the  company  was  incorpo- 
rated with  an  original  capitalization  of  $600,  mainly  by  either  Thomp- 
son Starrett]  Co  or  the  directors  of  Thompson-Starrett. 

Mr.  Weighed.'  Like  all  the  Government  yards,  the  Government  paid 
for  everything  in  that  in  the  same  way. 

Mr.  Weigher!  "so  that  not  even  the  $600  was  in  that  particular 

yard.  . . , ; 

Mr.  Caset.  That  is  right. 

The  Chairman.  We  will  reconvene  at  2:30.  9 ■ an  n m 

(Whereupon  at  12  o’clock  noon  a recess  was  taken  until  2 . p. 

of  the  same  day.) 

* I 

AFTERNOON  SESSION 

(The  hearing  was  resumed  at  2:30  p.  m.,  upon  the  expiration  of 

^The*3 Chairman.  Who  is  your  next  witness,  Mr.  Coles  ? . 

Mr  Coles.  Mr.  Chairman,  there  are  19  companies  involved,  6 of 
them  the  scj-called  Kaiser  affiliates,  and  I would  suggest  that  we  call 
Mr.  Kaiser, as  our  next  witness. 

Mr'  Coif’ fcChl'rmm,!  am  told  that  Mr.  Kaiser  cannot  be  here 

•fnr  'lhont  5 minutes.  May  we  wait  for  him?  . „ 

The  Cn airman.  All  right.  Do  you  have  any  5-mmute  witnesses? 

tsubseqgentty’Mi1-.'  Henry  J.  Kaiser  entered  the  hearing  room, 
whereupon  the  following  proceedings  occurred :) 

The  Chairman.  Please  stand  and  be  sworn,  Mr.  Kaiser. 

Do  you  solemnly  swear  that  the  evidence  you  will  give  will  be  the 
truth,  the  whole  truth,  and  nothing  but  the  truth,  so  help  you  God? 

Mr.  IIenry  Kaiser.  I do. 

TESTIMONY  03?  HENRY  J.  KAISER 

Mr.  Coles.  For  the  sake  of  the.  record,  will  you  give  us  your  full 

name,  please  ? . 

Mr.  HeNry  Kaiser.  Henry  J.  Kaiser. 

Mr.  Coles.  And  your  occupation? 

Mr  Henry  Kaiser.  Industrialist.  . , i;i 

Mr.  Coi|es.  Do  you  have  a prepared  statement  that  you  would  like 

t0 Mia  Henry  Kaiser.  I would  like  to  make  a few  remarks. 

The  Chairman.  Of  course  it  will  be  borne  m mind,  Mr.  Ka  s , 
that  the  matter  of  this  investigation  is  the  cost  of  the  shipbuilding 

P1Mr 1 HeNry1  Kaiser!"!' will  bear  that  in  mind,  unless  someone  interro- 
D-ntes  me  about  Ford.  A representative  did  a few  minutes  ago. 

~ Mr.  Weichel.  You  may  have  enough  answers  to  make  on  this 

“'mThenry  Kaiser.  I would  like,  first,  to  thank  this  committee  for 
this  opportunity.  I would  like  to  thank  God  for  the  opportunity  of 
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living  in  a democracy  that  permits  you  to  appear  before  a body  and 
be  frankly  investigated.  I know  that  no  man  of  integrity  need  fear. 

I want  to  read  a statement  that  we  have  supplied,  and  I think  that 
• your  attorney  will  tell  you  that  we  have  done  one  of  the  most  splendid 
jobs  that  has  ever  been  done  in  connection  with  furnishing  statements. 

We  have  supplied  your  committee  with  full  and  complete  answers  to 
your  questionnaire  of  J uly  27,  and  in  addition  we  have  supplied  infor- 
mation not  requested.  I have  also  furnished  you  with  a booklet  en- 
titled “Facts  in  Brief  About  Henry  J.  Kaiser”:  and  this  booklet  has 
been  sent  to  every  Member  of  Congress  and  to  all  the  parties.  It  is  for 
release  and  publication  now. 

Several  Members  of  Congress  have  continued  to  repeat  wholly  un- 
true statements  to  the  effect  that  I provided  shipyards  on  $100,000 
capital.  The  truth  is  we  employed  over  $32,000,000  of  risk  capital 
obtained  from  private  sources  for  the  wartime  operation  of  the  needed 
shipyards  under  our  management.  None  of  this  $32,000,000  was  ob- 
tained from  the  Government  or  guaranteed  by  the  Government.  The 
details  of  this  have  been  supplied  to  your  committee. 

If  invested  capital  were  the  only  standard  for  war  production, 
thousands  of  small  manufacturers  throughout  the  country  would  have 
been  barred  from  war  production.  Invested  capital  was  not  the  stand- 
ard. Small  plants  were  built  to  produce  and  to  expand  for  needed 
war  production.  Congress  recognized  that  invested  capital  was  not 
the  sole  yardstick  when  it  set  up  the  $350,000,000  Smaller  War  Plants 
Corporation,  and  later  when  it  cited  other  standards  for  the  purpose 
of  renegotiation. 

Congress  also  recognized  that  it  was  necessary  to  provide  both 
manufacturing  facilities  and  a source  of  working  capital,  and  it  set 
up  guaranteed  loans  which  provided  over  $10,000,000,000  in  available 
working  capital  to  all  American  industries,  including  many  of  the 
largest  corporations.  The  congressional  authorization  also  provided 
$18,000,000,000  for  Government-owned  plants,  and  most  of  these  Gov- 
ernment-owned plants  were  operated  by  existing  large  corporations. 

I recall  quite  vividly  that  it  was  important  at  one  time  to  win  the 
war;  that  ships  were  necessary  to  win  the  war,  and  that  the  Kaiser 
men  and  women  did  an  outstanding  job.  We  are  proud  of  it.  Wo 
alone  produced  27  percent  of  the  entire  Maritime  ship  program,  1,460 
ships,  plus  30.  Our  first  30  were  built  for  England,  nearly  15,000,000 
tons,  $4,000,000,000  worth,  when  they  were  needed.  We  did  this  at  a 
saving  of  more  than  $250,000,000  to  the  Government  on  Liberty  ships 
alone.  We  operated  27  percent  of  the  Maritime  Commission -owned 
yards.  We  produced  ,35  percent  of  all  the  Maritime  ships  produced  in 
Government-owned  yards  in  the  1941—15  period.  We  provided  the 
organization,  the  major  portion  of  the  operating  capital,  the  brains— 
and  I hope  that  brains  are  not  yet  a thing  that  is  without  value  in  our 
country— the  brains  and  the  product.  The  Government  provided 
facilities  just  as  it  did  for  tanks  and  guns  and  airplanes,  and  released 
steel. 

Although  the  committee  addressed  12  major  questions  to  everyone, 
to  me  alone,  I am  advised,  was  addressed  a thirteenth  question,  con- 
cerning my  personal  dividends  and  those  of  the  members  of  my  family 
received  from  shipbuilding. 
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I had  thought  that  Congress  had  provided  throughout  that  personal 
matters  were  not  matters  to  be  investigated  . But  I was  glad  that  they 
asked  that  question,  because  I want  that  same  question  asked  also  of  the 
Pew  family  and  all  the  other  families  with  whom  we  competed  and 
whom  we  excelled.  I have  gladly  supplied  this  information,  but  it 
is  difficult  for  me  to  understand  this  question. 

I wish  to ! point  out  that  I am  appearing  only  in  behalf  of  those 
companies  which  are  now  under  our  management.  They  are  the  Ore- 
gon Shipbuilding  Corp.,  the  Permanente  Metals  Corp.,  the  Kaiser 
Co.,  Inc.,  the  Kaiser  Cargo. 

The  Congressional  Record  contains  errors  with  regard  to  our  in- 
terest in  certain  companies.  I have  never  had  any  interest,  direct  or 
indirect,  in  those  companies ; and  the  Congressional  Record  is  wrong. 
Our  interest  in  the  California  Shipbuilding  Co.  ceased  in  April  1945. 

Mr.  Casey — not  the  Comptroller  General — had  me  this  morning 


controlling  this  company.  It  is  false,  and  worse  if  he  does  not  know 

it  is  false.  , , 

The  war  lias  been  won  over  a year.  These  problems  are  the  prob- 
lems of  peace;  but  we  now  pause  to  review  the  past,  and  in  a review 
of  the  past  it  is  proper  to  recall  that  in  achieving  victory  incredible 
deeds  were  -performed  on  the  beachheads  and  on  the  battlefields  as 
well  as  in  the  factories,  mines,  and  shipyards  and  by  the  men  and 
women  in  this  country  who  built  guns  and  planes  and  ships.  W e have 
learned  tha  ; at  the  bottom  this  country’s  most  precious  and  valuable 
resource  is  ts  people— people  with  enterprise,  with  courage,  with  vi- 
sion, and  the  will  and  the  power  to  do  the  most  for  the  right  and  just 

CUThis  committee  has  the  opportunity  of  formulating  legislation 
which  will  Stimulate  and  supply  incentives  rather  than  to  discourage 
those  who  are  willing  and  ready  with  their  enterprise  and  ability  to 
supply  this  country’s  needs  in  war  as  well  as  in  peace. 

The  figures  quoted  by  Mr.  Casey  this  morning  I have  observed  are 
not  the  figures  of  the  Comptroller  General.  How  could  they  be? 
They  are  not  complete.  They  are  misleading.  They  have  no  deduc- 
tions for  taxes,  either  individual  or  corporate.  He  himself  admitted 
that  only  a few  of  the  companies  had  been  renegotiated.  Still  he 
brings  in  figures  that  are  not  complete— that  are  misleading  to  the 

P°Much  has  been  said  this  morning  about  cost-plus  and  fixed-price  con- 
tracts, and  much  has  been  slurred  upon  the  contractor— that  he  wanted 
the  cost-plds  contract. 

I want  to  read  you  a letter  which  I wrote  to  the  President  on  March 
17.  1944,  the  Hon.  Franklin  D.  Roosevelt,  in  which  I said  [reading] : 

Mv  Dear  Mr  President  : I hate  to  encroach  upon  your  time,  but  the  importance 
of  getting  young  industrial  workers  into  the  Army  without  reducing  war  produc- 
tion prompts  me  to  request  a discussion  of  it  with  you,  and  it  is  only  because  I 
believe  the  (Solution  of  the  problem  is  possible  that  I wish  to  bring  it  to  your 
attention.  | 

I suggested  that  the  solution,  very  briefly  stated,  was  that  the  Gov- 
ernment procurement  agencies  should  return  to  the  practice  of  com- 
petitive bidding,  to  eliminate  cost-plus-fixed-fee  and  negotiated-pnce 
contracts,  which  would  result  in  more  efficient  management  m order 
to  meet  competition,  less  man-hours,  production  with  fewer  men,  and 
providing  young  men  for  the  Army  from  those  liberated  workers. 
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I may  be  reached  through  Mr.  Calhoun  in  Washington. 

Sincerely. 

I did  not  stop  there.  I went  to  almost  every  representative  head 
of  this  Government  requesting  it.  Some  of  this  you  will  find  in  this 
little  book  [indicating].  I went  to  Donald  Nelson;  I went  t0  Mr. 
Wilson;  I went  to  Paul  McNutt.  As  a matter  of  fact,  Paul  McNutt 
came  to  me  on  a special  mission  in  this  regard ; but,  unfortunately, 
the  war  was  on. 

Why  did  Mr.  Casey,  the  man  who  brought  the  statements  from  the 
Comptroller  General’s  office — which  are  obviously  wrong — why  did 
he  omit,  when  he  read  you  the  lawT,  the  paragraph  which  Congress 
placed  first  in  importance  in  the  law  ? And  I read : 

Efficiency  of  the  contractor,  with  particular  regard  to  quantity  and  quality 
manpower ' *he  rcduet*on  of  c0sts>  and  economy  in  the  use  of  materials,  facilitates 

■ He  did  not  read  that.  Why?  Neither  did  he  read  in  paragraph  5 
the  nature  and  the  extent  of  the  contribution  to  the  war  effort.  Pie 
did  not  read  that.  Is  that  misleading  ? . 

I listened  intently  this  morning  to  the  man  from  the  Comptroller 
General  s office-  He  clearly  demonstrated  to  you  that  a feud  existed. 
Almost  everyone  knows  of  the  feud  that  existed.  Ho  stated  that  he 
was  not  an  accountant  from  the  Comptroller  General’s  office;  that  the 
figures  are  not  the  figures  of  the  Comptroller  General.  They  could 
not  be.  they  are  too  inaccurate.  No  accountant,  no  reasonable  per- 
son, would  present  a statement  of  profits  without  also  accompanying  it 
by  a statement  of  liabilities  and  taxes,  both  individual  and  corporate. 

1 was  shocked,  also,  that  the  attorney  for  this  committee  asked  for 
exactly  the  same  thing  from  the  Kaiser  family — a statement  only  of 
dividends,  not  of  losses.  I was  shocked. 

back  to  the  Comptroller  General’s  man  who  did  not 
get  his  figures  from  the  Accounting  Office.  Apparently  he  does  not 
know  tliat  at  all  times  m our  yards  the  General  Accounting  Office  had 
a stall  of  investigators  m every  yard.  At  no  time  did  we  refuse  to  ask 
any  questions.  We  asked  and  constantly  cooperated.  We  asked  the 
Comptroller  General’s  office  to  sit  in  on  our  conferences.  They  did  sit 
m,  and  the  GAO  did  make  constant  reports,  and  at  Permanente 
they  had  a staff  of  at  least  15  to  20  auditors. 

Why  this  misrepresentation?  They  had  detailed  knowledge  of  all 
of  our  contracts;  and,  further  than  that,  anyone  who  knows  the  law 
knows  that  the  Comptroller  General  at  all  times  lias  the  power  to 
ln^efLtlgate  ^Sularities  and  regularly  report  them  to  Congress 
Why  was  Mr.  Slattery  suddenly  promoted?  I might  tell  you  that 
I went  to  the  Attorney  General  at  the  beginning  of  these  contracts, 
personally,  with  my  son,  and  I said  to  the  Attorney  General  - “Mv 
God  ! Let  us  all  get  together  and  cooperate  and  have  these  facts 
straight  and  keep  them  straight  in  the  accounting  departments.”  And 
the  Attorney  General  referred  me  to  Mr.  Bell— — 

, , Chairman.  Are  you  speaking  of  the  Attorney  General  or  of 
the  Comptroller  General  ? 

^ lrEJ^Ti?AT,SE,R-  \ mean’  the  Comptroller  General.  He  referred 
me  to  Mr  Bell,  of  the  Audit  Section;  and  my  son  and  I went  to  Mr. 

Hell,  ot  the  Audit  Section,  and  spent  hours  with  him  begging  him  to 
get  men  into  our  yards,  to  get  this  thing  straightened  out  so  that  we 
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could  all  wo|rk  together  cooperatively,  so  that  the  information  would 
be  available  |to  all.  He  said : “No ; 1 am  sorry.  We  cannot  cooperate. 

We  don’t  rely  upon  the  Maritime  Commission.” 

Mr.  Bradley.  They  do  not  rely  on  the  Maritime  Commission? 

Mr.  HeniIy  Kaiser.  On  the  Maritime  Commission’s  accountants. 

Then  it  wasjAnderson.  Cord  is  still  there.  I cannot  tell  you  what  he 
said  about  Cjord. 

Mr.  Weiciiiel.  Is  Slattery  the  man  who  was  in  charge  of  all  this 
audit  of  your  business  ? 

Mr.  Henry  Kaiser.  Yes ; sir. 

Mr.  Bradley.  Did  I understand  you  to  say  that  the  Comptroller 
General  told  you,  Mr.  Kaiser,  that  they  did  not  rely  on  the  Maritime 
Commission!?  I think  you  meant  that  they  did  rely  on  the  Maritime 
Commission-,  did  you  not  ? 

Mr.  Henby  Kaiser.  They  could  not  cooperate  with  them  because 
they  could  not  rely  on  them.  I understood  him  to  say  they  could  not 
trust  the  officers ; and  he  named  the  gentlemen  by  name.  It  was  a 
hopeless  cfise  for  us. 

Mr.  Weiciiee.  Was  Mr.  Cord  promoted,  too  ? 

Mr.  Heni-jy  Kaiser.  I think  so.  I am  not  criticizing  anyone.  But 
I want  to  say  this — that  no  one  can  gainsay  that  the  Kaiser  companies 
did  their  utmost  to  create  a full  disclosure  of  everything,  and  we  now 
stand  ready  to  disclose  it,  but  we  do  not  want  it  disclosed  unfairly 
or  unjustly.  We  do  not  want  it  disclosed  at  a time  when  everyone  has 
forgotten  the  war,  when  undue  and  unjust  reflections  are  made.  We 
want  it  disclosed — don’t  misunderstand  me — but  this  is  not  the  time 
that  the  Comptroller  General  should  have  brought  these  matters  to 
Congress.  They  should  have  been  brought  when  they  could  have  been 
acted  upon  under  his  authority,  under  the  law. 

I do  not  believe  that  the  Comptroller  General  agrees  with  all  the 
things  thah  Mr.  Casey  says,  I do  not  believe  that.  The  Comptroller 
General,  My.  Warren,  was  fair  to  us.  He  knew  what  we  were  trying 
to  do,  but  if  just  could  not  be  done. 

The  Chairman.  Have  you  completed  your  statement  ? 

Mr.  Henry  Kaiser.  Yes ; I have  finished — no ; I would  like  to  make 
one  further  statement,  and  that  is  this:  The  witness  from  the  General 
Accounting  Office  has  sarcastically  talked  about  the  salaries  received 
by  shipbuilders.  The  men  on  Normandy  and  on  Okinawa  had  no 
sarcasm  about  ships,  and  any  fathers  here  who  had  sons  on  those 
ships  knew  that,  too.  I never  drew  a single  cent  of  salary  from  any 
of  the  companies  with  which  I was  connected.  We  did  produce,  and 
I will  not  stand  by  silently  when  those  who  never  built  anything  and 
did  not  even  know  the  facts  offer  sarcasm  and  ill-starred  humor  at 
those  who  lelped  win  the  bloody  battles  that  our  boys  went  through. 

The  Chairman.  Have  you  finished  ? 

Mr.  Hen|ry  Kaiser.  Yes,  sir. 

The  Chairman.  Proceed,  Mr.  Coles. 

Mr.  Corps.  You  spoke,  first,  of  four  companies,  the  Kaiser  Co., 
the  Oregon  Shipbuilding  Co.,  the  Permanente  Metals  Co.,  and  the 
Kaiser  Cargo,  Inc.  Did  you  also  have  an  interest  in  the  California 
Shipbuilding  Co.  until  1945  ? 

Mr.  IIenry  Kaiser.  You  have  the  information.  Whatever  that 
information  says  is  true. 
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Mr.  Coles.  That  information  says  you  did ; and  in  1945  you  traded 
your  interest  in  the  California  Co.  with  the  Bectel  Co.  for  their  in- 
terest in  the  Permanente  Metals  Co.  ? 

Mr.  Henry  Kaiser.  I did. 

Mr.  Coles.  Have  you  also  been  interested  for  several  years  in  the 
Walsh-Kaiser  Co.,  in  Providence,  R.  I.  ? 

Mr.  Henry  Kaiser.  I am  glad  you  brought  that  out. 

Mr.  Coles.  I would  like  to  develop  the  background  of  your  ship- 
building work,  and  because  of  the  complexity  of  these  companies,  to 
take  each  company  as  an  individual  item,  if  that  is  satisfactory.  I 
think  that  is  the  only  way  that  we  can  make  a coherent  presentation. 

Will  you  tell  us,  first,  about  the  development  of  the  so-called  Six 
Companies,  Mr.  Kaiser  ? 

Mr.  Henry  Kaiser.  It  is  15  years  ago.  I think  I ought  to  prepare 
a list. 

Mr.  Coles.  Can  you  give  us  the  names  of  the  six  companies  ? 

Mr.  Henry  Kaiser.  Yes;  I think  I can.  Morpison  Knudson  Co.; 
the  Utah  Construction  Co.  It  was  then  W.  A.  Bectel  Co.  J.  F.  Shea 
Co. ; Pacific  Bridge  Co. ; and  MacDonald-Kahn. 

Mr.  Coles.  What  was  their  experience  in  the  major  part  of  their 
work  ? Was  it  mainly  the  building  of  dams  and  pubiie  works  ? 

Mr.  Henry  Kaiser.  It  was  endless.  It  is  an  endless  area  of  per- 
formance, and  it  represents,  roughly,  probably  $1,000,000,000  worth  of 
work.  _ I alone  in  Cuba  built  500  bridges  and  300  kilometers  of  high- 
way without  any  basic  materials. 

Mr.  Coles.  Had  any  of  that  work  prior  to  1939  been  shipbuilding? 

Mr.  Henry  Kaiser.  Before  the  war  the  only  shipbuilding  they  did— 
yes ; they  did.  J.  F.  Shea  was  in  World  War  I,  and  he  was  building 
ships  in  Seattle. 

Mr.  Coles.  That  is  prior  to  the  15  years  you  have  mentioned  ? 

Mr.  Henry  Kaiser.  Yes.  I remember  now  that  J.  F.  Shea  was  in 
there  and  the  General  Construction  Co.  Prior  to  the  war  we  organized 
the  Seattle-Tacoma  Shipbuilding  Co.  and  bid  competitively  on  ships 
and  became  a competitor. 

Mr.  Coles.  That  was  in  1939  ? 

Mr.  Henry  Kaiser.  I imagine  it  was.  You  have  the  records  there. 

Mr.  Coles.  What  proportion  of  your  time  did  you  give  to  shipbuild- 
ing back  in  1939  ? 1 

Mr.  Henry  Kaiser.  A great  deal  of  it ; more  than  anything  else. 

Mr.  Coles.  What  was  your  first  entrance  into  shipbuilding  on  a large 
scale  in  one  of  these  six  companies  ? 

Mr.  Henry  Kaiser.  That  was  the  Seattle-Tacoma.  That  was  a tre- 
mendously large  contract  for  that  time. 

Mr.  Coles.  When  was  the  Kaiser  Co.  formed  ? 

Mr.  Henry  Kaiser.  The  Kaiser  company  ? Which  one  are  you  talk- 
ing about? 

Mr.  Coles.  The  Kaiser  Shipbuilding  Co. 

Mr.  Henry  Kaiser.  There  is  a Kaiser  Co.  which  is  owned  95  per- 
cent— 

Mr.  Coles.  I am  referring  to  the  Kaiser  Co.,  Inc. 

Mr.  Henry  Kaiser.  I do  not  know  the  date  of  it. 

Mr.  Coles.  Was  it  in  194-1  ? 

93486 — 46 4 
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Mr.  Henry  Kaiser.  You  have  that  information;  you  have  all  those 
records.  I accept  the  record. 

Mr.  ColesI  Now,  Mr.  Kaiser,  the  figures  given  us  by  the  Maritime 

Commission^ . , 

Mr.  Henry  Kaiser.  You  asked  another  question  that  I must  finish 
the  answer  t<j).  Prior  to  the  war  the  British  finally  selected  us  to  build 
ships  for  theta,  and  they  were  astounded  at  our  costs,  they  were  so  low. 

That  was  our  experience  before  the  war. 

Mr.  Bradley.  Be  good  enough  to  raise  your  voices.  We  do  not  want 
a private  conversation  between  you  and  the  attorney. 

Mr.  Herter.  Mr.  Kaiser,  I think  you  assume  that  counsel  has  a 
record  of  these  things.  He  may  have  it  in  physical  form,  but  the 
members  of  the  committee  have  not  got  it ; so  we  would  like  very  much 
to  get  the  answers  as  they  come  from  you. 

Mr.  Henry  Kaiser.  I will  have  him  read  it,  because  it  has  all  been 

furnished. 

Mr.  Coles.  The  figures  given  us  by  the  Maritime  Commission,  in- 
corporated in  exhibit  No.  1,  show  that  the  investment  in  the  six 
Kaiser-controlled  yards,  which  include  the  California  Shipbuilding 
Co  is  $223,000,000.  Have  you  any  reason  to  dispute  that  figure? 

Mr.  Henry  Kaiser.  Yes.  When  you  say  that,  my  son  just  brings 
up  the  question  that  this  is  a family  affair,  apparently,  when  you 
speak  of  Kaiser-controlled  yards. 

Mr.  Coles.  The  Kaiser  facilities. 

Mr.  Henry  Kaiser.  We  control  a small  percentage  of  them. 

Mr.  Coles.  - Let  us  consider  that  we  are  talking  about  those  which 
were  formed  by  you  and  the  companies  which  formerly  comprised  the 
“Six  Companies.” 

Mr.  Henry  Kaiser.  That  is  not  a correct  statement. 

Mr.  Cole$.  Let  us  put  it  another  way.  Let  us  talk  of  the  Kaiser 
group  as  including  the  ones  which  are  incorporated  in  this  statement 
which  you  gave  us  showing  Kaiser  ownership- and  which  I would  like 
to  introduce!  as  exhibit  No.  3.  _ 

(Document  so  described  was  received  and  marked  “Lxhibit  JNo.  6.  ) 

Mr.  Henry  Kaiser.  I would  like  to  take  all  the  credit.  If  you 
insist  on  it,  jl  will. 

Mr.  Cole$.  Would  you  like  all  the  profit? 

Mr.  TTenuy  Kaiser.  I would  like  to  have  you  consider  my  losses  as 

W<Mr.  Coles.  We  will  get  to  that.  The  “Six  Companies”  had  a sub- 
stantial interest  in  the  Permanente  Metals  Co.;  is  that  correct? 

Mr.  Henry  Kaiser.  I do  not  think  that  the  “Six  Companies”  had. 

The  answer  is  “No.” 

Mr.  Coles.  The  figures  I have  of  the  Permanente  Metals  Co.  show 
the  Henry  J.  Kaiser  Co. — : — 

Mr.  Henry  Kaiser.  Those  are  different  people  again. 

Mr.  Coles.  Let  us  not  quibble,  Mr.  Kaiser.  The  Kaiser  Co.,  Inc,, 
can  be  considered  a Kaiser  group  shipyard.  It  is  owned  100  percent. 

Mr.  Henry  Kaiser.  No;  it  could  not  be. 

Mr.  Coles.  Is  not.  the  Kaiser  Co.  owned  100  percent  by  the  Henry  J. 
Kaiser  Co.? 

Mr.  Henry  Kaiser.  It  is  a hundred  percent  owned  by  me,  the  family. 
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I believe  we  should  ask  counsel  to  use  ah  accurate  chart,  and  not 
one  that  has  been  pointed  out  before  as  wholly  inaccurate.  Here  is  a 
little  chart,  Mr.  Chairman  [indicating],  and  he  was  quoting  from 
an  inaccurate  chart.  So  we  want  him  to  use  an  accurate  chart. 

Mr.  McConnell.  Who  drew  the  accurate  chart? 

Mr.  Coles.  The  Kaiser  Co.  The  thing  I am  trying  to  find,  Mr. 
Chairman,  is  what  yards  comprised  the  so-called  Kaiser  group ; and 
for  purposes  of  convenience  I think  we  must  take  as  the  Kaiser  group 
those  companies  which  are  controlled  by  Mr.  Kaiser  and  the  affiliated 
companies  known  as  the  “six  companies.”  It  must  bo  said  that  the 
Kaiser  Co.,  Inc.,  which  we  will  get  to  next,  is  the  only  100  percent 
Kaiser-owned  yard ' 

Mr.  Henry  Kaiser.  So  long  as  you  do  not  call  it  Kaiser-controlled. 
When  I have  2 or  3 or  5 or  8 percent  it  is  not  Kaiser-controlled. 

Mr.  Coles.  Let  us  say  the  Kaiser  affiliates  control  group,  which  are 
the  shipyards  certainly  which  you  represent  here;  is  not  that  correct? 

Mr.  Henry  Kaiser.  No;  I do  not  represent  them  all  here. 

Mr.  Coles.  Do  I not  have  letters  in  the  file  saying  that  you  will  ap- 
pear for  the  Kaiser  companies  ? 

Mr.  Henry  Kaiser.  You  have  for  four. 

Mr.  Coles.  In  April  of  1945  were  you  interested  in  the  California 
Shipbuilding  Co.  ? 

Mr.  Henry  Kaiser.  Yes. 

Mr.  Coles.  And  are  you  still  interested  in  the  Walsh-Kaiser  Co.  ? 

Mr.  Henry  Kaiser.  Yes. 

Mr.  Coles.  So,  while  you  are  not  representing  those  can  we  take 
those  six  and  treat  the  others  as  Kaiser-group  yards  ? 

Mr.  Henry  Kaiser.  No,  sir.  May  I get  some  information? 

The  Chairman.  You  can  confer  with  your  associates,  but  their 
answers  are  not  part  of  the  record. 

Mr.  Henry  Kaiser.  Let  me  answer  this  question  this  way,  that  the 
yards  we  manage  we  control  the  management  of.  The  yards  we  do 
not  manage  we  do  not  control  in  any  way,  shape,  or  form.  We  simply 
h'ad  an  interest  in  them. 

Mr.  Coles.  Those  yards  which  you  managed  and  which  you  had  an 
interest  in  would  include  those  six  shipyards;  is  that  right? 

Mr.  Henry  Kaiser.  That  is  right. 

Mr.  Bradley.  What  are  those  yards  ? 

Mr.  Coles.  The  Kaiser  Co.,  Inc.;  the  Permanente  Metals  Co.;  the 
Oregon  Shipbuilding  Corp.;  the  Kaiser  Cargo  Co.;  the  California 
Shipbuilding  Co.,  until  April  of  1945 ; and  the  Walsh-Kaiser  Co. 

The  Chairman.  Does  Mr.  Kaiser  agree  to  that  ? 

Mr.  Henry  Kaiser.  Yes,  sir. 

_ Mr.  Coles.  The  figures  given  us  by  the  Maritime  Commission  show 
that  the  total  Government  investment  in  facilities  in  those  yards  is 
223  millions  plus.  Do  you  agree  with  that  figure  ? 

Henry  Kaiser.  We  do  not  know,  because  we  do  not  know  the 
Walsh-Kaiser  figures,  and  we  do  not  know  the  California  Shipbuild- 
ing Co.  figures. 

Mr.  Coles.  Do  you  dispute  the  figures  given  on  the  four  yards  that 
you  do  own  ? . 

Mr.  Henry  Kaiser.  No. 

Mr.  Coles.  They  are  correct  ? 
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Mr.  Henry  Kaiser.  Those  figures  we  have  given  you.  I think  he 
ought  to  read  you  the  figures,  so  you  will  know  what  they  are. 

The  Chairman.  The  committee  will  determine  the  procedure. 

Mr.  Coles*  Mr.  Kaiser,  what  was  the  total  investment  of  yourself 
or  the  Kaisej'  affiliated  companies  in  the  physical  plants  of  these  six 
shipyards? 

Mr.  IIenrV  Kaiser.  You  are  going  back  to  the  six  shipyards? 

Mr.  Coles.  Let  us  take  the  four  that  you  say  you  controlled  or  man- 
aged. What  was  the  total  of  your  investment  in  those  four  shipyards  ? 

Mr.  Henry  Kaiser.  We  have  a property  investment. 

Mr.  Coles:  Would  you  say  that  your  total  property  investment  in 
those  four  yajrds  equals  a million  dollars  ? 

Mr.  Henry  Kaiser.  I would  not  know  until  I get  the  statement. 

(Exhibit  35  gives  the  following  additional  written  answer  by  Mr. 

Kaiser :) 

Though  totals  varied  considerably  during  the  period  1942-46,  inclusive,  the 
maximum  anti1  minimum  investments  by  Kaiser-managed  shipbuilding  companies 
in  land  and  buildings,  furniture  and  fixtures,  and  automobiles  at  the  various 


yards  operated 


by  the  companies  to  the  latest  dates  available  were  as  follows : 


Kaiser  Co.,  Inc.:  [ 

Land  and  buildings  1 

Furnishings  anjd  fixtures.. 
Automobiles.. 


Total.. 


Oregon  Shipbuilding  Corp.: 
Land  and  buildings ...... 

Furnishings  an|d  fixtures.. 
Automobiles.. 


T' 


Total.. 


The  Permanente  petals  Corp.: 
Furnishings  ai}d  fixtures — 
Automobiles... 


Total.. 


Kaiser  Fleet  wings 
Total  maxinii 


Maximum 


June  1943 


$376,487.17 
5,936.23 
54, 790. 10 


437, 213. 50 


December  1943 


$135,  764.  74 
6,909.08 
32,015.99 


174,089.  81 


December  1945 


$2,  793-.  75 
60, 104.  56 


62, 898. 31 


October  1944 


Inc.  (formerly  Kaiser  Cargo,  Inc.):  Automobiles. 
Lum,  all  yards..... - 


Minimum 


June  1946 


$24, 740.  92 
70,091.04 


94, 831. 98 


July  1946 


$93, 903.  71 
7, 565. 33 
33,188.13 


134,657.17 


August  1946 


$1, 636. 23 
28, 186.  24 


29,822.47 


August  1946 


$1, 601. 32 


676,  402. 94 


1 Title  to  land  and  buildings  was  held  in  Kaiser  Co.,  Inc.,  for  a considerable  period  of  time  until  legal 
technicalities  for  transfer  from  the  original  owner  to  Maritime  Commission  could  be  worked  out. 


(See  p.  4,! exhibit  6.) 

Mr.  Coles.  Your  son  is  shaking  his  head. 

Mr.  Henry  Kaiser.  Wc  neither  one  of  us  know. 

Mr.  Coles.  In  other  words,  you  may -not  have  a million  dollars  in- 
vested in  those  four  yards  ? , . 

Mr.  Henry  Kaiser.  I do  not  know.  1 ou  should  have  asked  that 
question  when  you  sent  in  all  those  questionnaires  that  I had  the  or- 
ganization working  for  2 months  on. 
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Mr.  Coles.  Wo  arc  doing  onr  best.  Do  you  have  a million  dollars 
invested  in  those  facilities  ? 

Mr.  Henry  Kaiser.  I do  not  know. 

Mr.  Coles.  Mr.  Edgar  Kaiser  indicated  a moment  ago  that  he 
might  have  an  answer  to  that.  Can  you  check  with  him  ? 

The  Chairman.  I will  say  to  counsel  for  the  committee  that  if  the 
other  Mr.  Kaiser  is  going  to  be  introduced  we  will  have  to  swear  him. 

Mr.  Coles.  I think  it  is  preferable  that  he  testify  through  this  Mr. 
Kaiser. 

Mr.  Henry  Kaiser.  He  doesn’t  know.  You  are  talking  about  phys- 
ical property  ? 

Mr.  Coi.es.  Physical  investment  in  the  shipyards.  ’ 

I would  like  to  go  over,  if  we  can,  to  the  first  of  these  companies,  the 
Kaiser  Co.,  Inc.  Mr.  Kaiser,  what  were  the  circumstances  leading  to 
the  formation  of  the  Kaiser  Co.,  Inc.  ? 

Mr.  Henry  Kaiser.  Admiral  Land  has  testified  that  it  took  2 years 
to  hook  us,  and  he  did  hook  us,  and  when  he  hooked  us  we  went  ahead 
with  the  job  of  building  as  he  wanted  them  built. 

Mr.  Coles.  So  you  formed  the  Kaiser  Co.  at  the  instance  of  Admiral 
Land  ? 

Mr.  Henry  Kaiser.  We  formed  many  of  these  companies  when  they 
wanted  ships. 

Mr.  Coles.  Let  us  take  up  each  one  in  turn. 

The  Chairman.  Confine  your  answer  to  the  Kaiser  Co.  as  indicated. 

Mr.  LIenry  Kaiser.  I was  just  about  to  say  what  my  son  has  just 
said,  that  we  had  difficulty  getting  steel  for  the  ships.  Our  shipyards 
were  held  up.  Our  ships  were  not  being  delivered.  Neither  Bethlehem 
nor  the  other  steel  companies  could  deliver,  and  we  formed  that  com- 
pany so  that  we  would  be  able  to  set  up  as  best  we  could  anything  we 
owned  a hundred  percent.  We  formed  with  the  idea  of  getting  a steel 
plant  to  get  steel  for  the  ships. 

Mr.  Coles.  Who  was  the  president  of  that  company  ? 

Mr.  LIenry  Kaiser.  I don’t  know. 

Mr.  Coles.  Were  yon  not  the  president  ? 

Mr.  Henry  Kaiser.  I hope  so. 

Mr.  Coles.  Who  are  the  other  major  partners  in  that  enterprise  ? 

Mr.  Henry  Kaiser.  I don’t  know  what  you  mean. 

Mr.  Coles.  Was  Mr.  Edgar  Kaiser  an  officer  of  the  company? 

Mr.  Henry  Kaiser.  Will  you  read  that? 

, Mr.  Coles.  I assure  you  that  I depend  upon  you  for  this  informa- 
tion. 

The  Chairman.  Have  the  statements  that  have  been  filed  been  put 
in  shape  to  incorporate  into  the  record  ? 

Mr.  Coles.  Yes,  sir. 

The  Chairman.  Are  they  under  oath? 

Mr.  Coles.  They  are  extremely  long  and  so  voluminous  that  our  staff 
spent  a great  deal  of  time  on  them.  I would  like  to  put  them  in  the 
, printed  record.  I would  like  the  principal  officers  at  the  beginning  of 
the  corporation. 

Mr.  Henry  Kaiser.  There  are  30  of  them  here. 

Mr.  Coles.  I mean  the  top  three  or  four. 

Mr.  Henry  Kaiser.  Henry  J.  Kaiser,  president;  Edgar  F.  Kaiser, 
vice  president;  E.  E.  Trevelyan,  vice  president,  director,  and  secretary ; 
and  C.  F.  Calhoun,  vice  president  and  assistant  secretary. 
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Mr.  Coles.  In  getting  your  original  shipbuilding  contracts  whom 
did  you  deal  with  in  the  Maritime  Commission  ? 

Mr.  Henry  Kaiser.  It  largely  depended  on  who  was  there.  I would 
say,  primarily  with  Admiral  Vickery. 

Mr.  Cole*.  Did  you  deal  with  Admiral  Land,  too  ? 

Mr.  Henry  Kaiser.  Very  little. 

Mr.  CoLEip.  When  was  the  original  shipbuilding  contract  and  ship- 
yard facility  contract  with  Kaiser  Co.,  Inc.,  entered  into  ? 

Mr.  Heni|y  Kaiser.  J anuary  1942. 

Mr.  Coles.  Mr.  Kaiser,  when  you  formed  Kaiser  Co.,  Inc.,  how  much 
capital  stoc]k  was  there  and  how  much  did  you  invest  of  the  capital 
stock  in  that  company  ? 

Mr.  Henry  Kaiser.  We  got  bank  loans  of  $13,750,000,  and  a capital 
stock  of  $100,000. 

Mr.  CofrA  The  capital  stock  was  $100,000  ? 

Mr.  Henry  Kaiser.  Yes. 

Mr.  Coles.  Did  you  also  borrow  $13,000,000  ? 

Mr.  ITenky  Kaiser.  That  is  what  our  record  shows  here. 

Mr.  Coles.  Were  you  a personal  endorser  of  those  loans  to  the  com- 
pany ? . 

Mr.  Henry  Kaiser.  I think  you  ought  to  get  the  Bank  of  America 
here  to  find  out  about  that. 

(Exhibit  135  gives  the  following  additional  written  answer  by  Mr. 
Kaiser:)  | 


Those  loans  of  $13,750,000  were  made  to  Kaiser  Co.,  Inc.,  by  private  banks  upon 
the  credit  of  the  company  and  without  any  guaranty  by  the  Government.  I was 
not  a personal  endorser  in  a strict  legal  sense,  but  all  of  the  loans  were  made  to 
the  company! upon  the  basis  of  my  character,  reputation,  and  past  accomplish- 
ments established  by  punctually  meeting  all  terms  and  conditions  of  every  loan 
obtained  ovei  a period  of  approximately  40  years  in  private  business  during 
which  time  companies  managed  by  me  had  completed  $383,000,000  worth  of  work. 


The  Chairman.  It  does  not  make  any  difference  wrho  we  ought  to 
get,  sir.  Answer  the  question. 

Mr.  Henry  Kaiser.  Well,  I don’t  know. 

The  Chairman.  If  you  don’t  know,  say  so. 

Mr.  Henry  Kaiser.  All  right ; I don’t  know. 

Mr.  Cole*.  Did  you  have  any  personal  obligation  in  connection  with 
that  loan?  ' . 

Mr.  IT enry  Kaiser.  Every  personal  obligation  that  could  be  within 
my  whole  soul  and  body. 

Mr.  Coles.  Did  you  have  any  legal  obligation? 

Mr.  Henry  Kaiser.  I don’t  know  that.  You  want  to  know  exactly, 
and  I don’t  know. 

Mr.  Coles.  Was  interest  paid  on  those  loans? 

Mr.  Henry  Kaiser.  I’m  sure  it  must  have  been. 

(Exhibit!  35  gives  the  following  additional  written  answer  by  Mr. 
Kaiser :)  j 


Yes,  it  was;,  at  a rate  of  2%  percent  per  annum.  v 

Mr.  Coles.  Was  this  an  item  of  interest  in  your  shipbuilding  con- 
tracts ? | 

Mr.  Henry  Kaiser.  You  have  got  the  records;  I don’t  have  them. 
Mr.  Coles.  It  is  not  in  the  record  that  you  gave  me. 
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Mr.  Henry  Kaiser.  The  Maritime  Commission  has  the  records. 
To  the  best  of  our  knowledge,  half  of  it  was  and  half  of  it  was  not. 

Mr.  Coles.  And  that  half  that  was  was  reimbursed  to  you  by  the 
Maritime  Commission ; is  that  correct  ? 

Mr.  Henry  Kaiser.  Yes. 

The  Chairman.  If  the  other  Kaisers  are  to  testify  they  will  have 
to  be  sworn  and  the  record  will  have  to  show  from  whom  the  answer 
comes. 

Mr.  Coles.  So  that,  in  effect,  the  Government  reimbursed  you  for 
the  interest  paid  on  half  of  this  loan ; is  that  correct? 

Mr.  Henry  Kaiser.  Yes. 

Mr.  Coles.  When  was  this  loan  originally  floated?  Do  you  re- 
member? ■ 

Mr.  Henry  Kaiser.  I don’t  remember;  I don’t  know. 

(Exhibit  35  .gives  the  following  additional  written  answer  by  Mr. 
Kaiser:)/ 

The  first  loan  under  the  credit  agreements  for  the  Vancouver  yard  and  Rich- 
mond No.  3 yard  was  made  in  February  1942.  The  first  loan  under  the  credit 
agreement  for  the  Portland  Swan  Island  yard  was  made  in  April  1942. 

Mr.  Henry  Kaiser.  Mr.  Chairman,  they  are  asking  questions  about 
a lot  of  technical  and  detailed  records  involving  over  $5,000,000,000 
worth  of  business.  I will  be  glad  to  answer  if  I can. 

The  Chairman.  You  can  answer  or  say  that  you  cannot  answer. 

Mr.  Henry  Kaiser.  I would  suggest  that  he  ask  this  in  writing,  so 
that  the  questions  can  be  answered  by  accountants. 

I he  Chairman.  The  committee  will  decide  what  should  bo  done. 
i ou  try  to  answer  the  questions. 

Mr.  Coles.  In  December  1942  was  this  borrowing  from  the  bank 
not  guaranteed  by  the  Government  ? 

Mr.  Henry  Kaiser.  I don’t  know. 

Mr.  Coles.  Did  you  sign  this  statement  reporting  on  the  Kaiser  Co., 
Mr.  Kaiser?  • 

Mr.  Henry  Kaiser.  If  it  is  over  my  signature;  yes. 

Mr.  Coles.  Mr.  Chairman,  I find  some  difficulty  in  locating  this  in 
the  record,  but  the  record  furnished  by  the  Kaiser  Co.  shows  that  in 
December  1942  and  March  1943  up  to  those  dates  $13,750,000  had  been 
borrowed  by  the  company  and  was  not  guaranteed.  On  those  two  dates 
new  arrangements  were  made  in  the  amount  of  almost  $18,000,000 
guaranteed  by  the  Government. 

Is  that  correct,  Mr.  Kaiser  ? 

Mr.  Henry  Kaiser.  No  ; it  is  not  correct. 

(Exhibit  35  gives  the  following  additional  written  answer  bv  Mr 
Kaiser:)  J 


I find  upon  examining  the  report  originally  filed  with  the  committee  by  Kaiser 
Co.,  Inc.,  and  particularly  exhibit  B attached  thereto,  that  the  answer  to  the 
above  question  js  “Yes.”  The  new  arrangements  were  necessary  because  of  the 
magnitude  of  the  operation.  In  the  first  instance,  it  was  necessary  for  Kaiser 
Co.,  Inc.  to  borrow  from  several  banks  so  that  no  one  of  them  would  exceed 
the  limitations  imposed  by  the  Federal  Government  on  loans  which  banks  can 
make  to  any  one  borrower.  Later,  with  increased  operations,  it  was  necessary 
l;eflllatl0ll  v>  which  loans  were  guaranteed  by  the  Government  so 
that  the  effect  of  borrowing  under  this  regulation  was  to  permit  larger  loans 
by  each  bank  without  exceeding  their  maximum  limits  on  loans  to  any  one 
borrower.  I might  add  that  regulation  V loans  were  not  only  authorized  bv 
war°effortaW  bUt  theu  USe  was  eneouraSed  by  the  Government  to  further  the 
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Mr.  CotEjs.  Would  you  correct  it,  please? 

Mr.  Henry  Kaiser.  First  of  all,  I have  never  failed  to  pay  a loan, 
and  they  know  it,  and  the  guaranty  of  that  bank  is  character  and 
reputation  and  performance. 

Mr.  Coois.  I want  to  read  from  that  statement,  Mr.  Chairman. 

The  Chairman.  Proceed. 

Mr.  Coles  (reading)  : 


Under  date  of  December  15,  1942,  the  Bank  of  America  and  the  company— 

That  is,  (he  Kaiser  Co. — 

entered  into  a credit  arrangement  which  made  available  $11,000,000.  In  con- 
nection therewith  a credit  agreement  was  secured  by  the  bank  from  the  United 
States  Maritime  Commission  wherein  the  Commission  obligated  itself  to  purchase 
up  to  50  percent  of  the  unpaid  balance  of  the  loan  under  certain  conditions. 

Is  that  correct,  Mr,  Kaiser  ? 

Mr.  IlENRr  Kaiser.  Head  the  rest  of  it. 

Mr.  Coles  (reading  further)  : 

This  was  ijever  necessary.  , The  maximum  borrowings  under  this  credit  agree- 
ment was  $10,500,000. 

Is  that  correct? 

Mr.  Henry  Kaiser.  Yes.  I am  glad  you  read  the  rest  of  it. 

Mr.  Coles.  I am  sorry.  I had  no  intention  of  keeping  it  out.  I 
thought  it  was  not  relevant. 

The  Government  paid  you  for  half  the  interest  on  the  money  you 
borrowed  and  the  Government  guaranteed  half  the  money  you  bor- 
rowed? , 

Mr.  Henry  Kaiser.  If  your  record  shows  that  is  correct,  and  it  has 
my  signature;  yes. 

Mr.  Coles.  Do  you  have  any  personal  or  legal  obligation  on  those 
loans? 

Mr.  Henry  Kaiser.  I wTould  have  to  get  a series  of  attorneys  to  tell 
you  that— Whether  they  are  legal  obligations  or  not.  I know  I have  a 
personal  obligation. 

(Exhibit  35  gives  the  following  additional  written  answer  by  Mr.- 
Kaiser :) 

As  of  this!  time  I could  not  have  any  personal  or  legal  obligations  under  said 
loans  because  the  last  of  them  were  paid  in  full  in  June,  1945.  However,  I never 
had  any  personal  legal  obligation  in  the  strict  sense  but  my  personal  char- 
acter and  reputation  were  nevertheless  at  risk  so  that  I could  not  have  permitted 
any  default;  on  the  loans  to  occur  if  I expected  to  carry  on  business  In  the 
future. 


Mr.  CopES.  Did  you  endorse  any  of  those  loans  with  your  personal 
signature?; 

Mr.  Henry  Kaiser.  That  I do  not  know. 

(Exhibit  35  gives  the  following  additional  written  answer  by  Mr. 
Kaiser :)  ! 

No  • but  those  loans  were  “character-endorsed”  by  me  in  the  same  manner  as 
the  private 1 unguaranteed  loans  of  $13,750,000  as  mentioned  in  answers  to  pre- 
vious questions. 

Mr.  Coles.  Did  you  pledge  as  guaranty  of  those  bank  loans 

Mr.  HeNry  Kaiser.  I would  like  to  say  this  to  you,  that  I do  not 
think  the  tank  would  have  ever  loaned  that  amount  of  money  if  Henry 
J.  Kaiser  had  not  been  borrowing  it  on  his  character  and  his  reputa- 
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tion  for  always  paying  it.  That  is  the  credit  that  he  had  from  that 
Dank.  And  I would  like  to  go  further  and  say  that  that  yard,  together 
with  othei  yards,  produced  C-4  ships  and  the  contracts  had  to  be  trans- 
ferred from  other  companies  who  had  failed  to  deliver— that  particu- 
lar yard.  And  thousands  of  men,  soldiers  and  sailors,  will  be  thank- 

^ ' ,w°uld  Ilke  t0  Present  some  of  the  letters  from  them  as  the 
result  of  the  performance  of  that  yard. 

Mr.  Coles.  Mr.  Kaiser,  you  have  talked  about  soldiers  and  sailors, 
flow  much  did  they  get  as  fees  or  profits  ? 

Mr.  Henry  Kaiser.  I don’t  know.  It  is  about  like  ourselves--  it  is 
not  completed  yet. 

Mr.  Coles.  Were  receivables  from  the  Government  pledged  as  secu- 
rity for  those  loans  ? 

Mr.  Henry  Kaiser  If  the  book  says  so,  they  were ; I don’t  know. 
(.-Exhibit  oo  gives  the  following  additional  written  answer  bv  Mr 
Kaiser:)  - 

Witli  respect  to  the  private  unguaranteed  loans  in  the  amount  of  $13  750  000 
neither  the  Government  contracts  nor  any  receivables  thereunder  were  pledged 
oi  assigned  as  security  for  such  loans.  Respecting  Government  guaranteed  iohiq 

«lRnnna^l}nV°fK$16’870’rhaCtUa,]y  borrowed  under  loan 

fn!  b°rl'owed-  a11  receivables  including  fees  under  the  contracts  were 
guaranteed  loans  '8  “ reqUlred  by  Gove™ment  regulations  covering-  such 

Mr.  Coles.  The  book  does  not  say  so.  * 

Mr.  Henry  Kaiser.  I don’t  know. 

nSS-Kr  ySiSh  Ulat  in,ormati<m  f * th«  please ! 

th^KaSer  Co  alS°  b°rr°W  money  from  the  Government  for 

Mr.  Henry  Kaiser.  The  Kaiser  Co.  ? 

Mr.  Coles.  Yes. 

Mr,  Henry  Kaiser.  Yes,  sir.  We  were  forced  to. 

trohYJ  h °LES'  * 'yTu  plefge  Jour  receivables  from  Government  con- 
tracts to  guarantee  those  loans  ? 

Mr.  Henry  Kaiser.  Yes ; we  did. 

Mr  Coles  So,  in  summary,  what  you  had  was  bank  loans  partiallv 
paid  for,  interest  partially  paid  by  the  Government,  partially  guar- 
anteed by  the  Government,  and  the  Government  lending  you  lome 
money  for  which  you  pledged  receivables  ? g 7 

Mr.  Henry  Kaiser.  Except  we  put  some  private  profit  from  other 
things  into  this  same  company. 

Mr.  Coles.  What  were  those  things? 

Mr.  Henry  Kaiser.  I would  have  to  get  a list  of  them.  Now  we 
are  losing  because  of  the  fact  that  we  cannot  got  the  ship  settlement 
W!  h our  Shipyard  No.  3,  which  you  are  familiar  with  and  law  and 
1 Tvrfn'* ]t  °Uv-ht  t0  -u  ^raightened  out  when  I talked  to  you  about  it 

^ <szt 

Mr.  Henry  Kaiser.  Yes;  or  other  work, 
tracts' ?C°LES‘  And  WaS  that  °ther  work  mainly  for  Government  con- 
defi£tdy.NET  KaISER-  No  ’ not  all-  Mainly,  perhaps.  I don’t  know 
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(Exhibit  35  gives  the  following  additional  written  answer  by  Mr. 
Kaiser :) 

We  put  othe'r  work  in  addition  to  shipbuilding  into  Kaiser  Co.,  Inc.  11ns 
other  work  consisted  ^^^.^SSiitarteatlon  of  floating  dry  docks; 

ttact  This  was  a fixed-price  contract  subject  to  redetermination.  The  total 
contract  price  was  $88,000,000.  T 

Mr  Good.  So  that  you  put  in  $100,000  in  the  Kaiser  Co  Inc., 
originally.  What  other  money  did  you  put  into  that  company 

Mr  Henry  Kaiser.  Well,  I did  $383,000,000  worth  of  work  and 
borrowed  the  operating  capital  from  the  banks,  hke  every  smgle  bi| 
concern  today  is  doing-borrowing  operating  capital  I don  t know 
what  Eugene  Grace  or  Benjamin  F airless  know  about  the  needs 

the  United  States  Steel  Corp. 

Mr.  Coles.  Bead  my  question,  please,  Mr.  Reporter. 

(The  question  referred  to  was  read  by  the  reporter  as  above 

rCMrf  HENijr  Kaiser.  I really  do  not  know.  I can  furnish  that  m- 

pExhibit  35  gives  the  following  additional  written  answer  by  Mr. 
Kaiser:) 

As  mentioned  previously,  profits  from  work  other  than  sliipbuilding^were 
unde  bv  Kaisbr  Co.,  Inc.  No  other  money  was  put  into  Kaiser  Co.,  Inc.  bu 
borrowed  $13  750,000  from  private  banks  without  Government  guaranty 
use  in  its  shipbuilding  activities. 

Mr.  Coles.  Do  you  know  of  any  other  that  you  did  put  up? 

Mr.  Henry  Kaiser.  I don’t  know.  How  could  I know  of  am 

0tMr.'  Coles.  Will  you  please  furnish  the  information?  . 

The  Chairman.  If  he  does  not  know,  it  is  up  to  him  to  furnish  the 

111  Mj”  CoLifs.  Was  there  any  increase  in  the  Kaiser  Co.  through  stock 
dividends  ?'  j 

Mr.  Henry  Kaiser.  I don’t  know. 

(Exhibit  35  gives  the  following  additional  written  answer  by  Mr. 
Kaiser:) 

No ; there  was  not. 

Mr.  Coles.  Was  the  capital  of  this  Kaiser  Co.  used  to  advance  any 

of  your  otljer  shipbuilding  operations? 

Mr.  Henry  Kaiser.  I don’t  know  that.  I can  furnish  it. 

(Exhibit  35  gives  the  following  additional  written  answer  by  Mr. 

Kaiser:) 

No  not  in^  a direct  way.  However,  all  of  the  shipyards  operated  by  Kaiser- 
managed  companies  were  conducted  at  the  behest  of  the  Maritime  Commission 
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in  such  manner  as  to  obtain  the  best  over-all  production  records.  This  some- 
times entailed  a yard  operated  by  one  Kaiser-managed  company  doing  work  for 
a yard  operated  by  another  Kaiser-managed  company.  For  example,  Oregon 
Shipbuilding  Corp.  completed  two  liberty  vessels  which  the  Vancouver  yard 
of  Kaiser  Co.,  Inc.,  had  started  under  its  original  contract  but  which  Kaiser 
Co.,  Inc.,  allowed  to  be  canceled  so  that  Kaiser  Co.,  Inc.,  could  convert  and  use 
the  facilities  on  the  LST  program. 

Later  in  the  program  when  the  Vancouver  yard  of  Kaiser  Co.,  Inc.,  had  excess 
capacity  temporarily,  it  partially  completed  eight  vessels  for  Oregon  Shipbuild- 
ing Corp. 

Richmond  shipyard  No.  3,  operated  by  Kaiser  Co.,  Inc.,  also  outfitted  numerous 
victory  ships  for  the  Permanente  Metals  Corp. 

In  the  above  manner  working  funds  of  Kaiser  Co.,  Inc.,  were  tied  up  in 
accounts  receivable  for  work  done  by  yards  operated  by  other  Kaiser-managed 
companies  and  vice  versa,  and  in  this  sense  and  to  foster  the  greatest  production 
of  ships,  capital  of  Kaiser  Co.,  Inc.,  was  used  in  other  shipbuilding  operations. 

Mr.  Coles.  Are  you  the  president  of  the  company  ? 

Mr.  Henry  Kaiser.  Yes. 

Mr.  Coles.  Were  you  in  charge  of  its  operations  ? 

Mr.  Henry  Kaiser.  Yes,  sir. 

Mr.  Coles.  You  were  rewarded  for  that  in  the  sense  that  you  had  a 
share  of  the  profits  ? 

Mr.  Henry  Kaiser.  I had  a share  of  the  losses,  too. 

Mr.  Coles.  We  will  get  to  that  later.  Did  you  participate  in  the 
earnings  of  that  company? 

Mr.  Henry  Kaiser.  Had  there  been  some  earnings  I would  have 
participated. 

Mr.-  Coles.  But  you  cannot  remember  whether  the  capital  of  the 
company  was  used  to  advance  any  other  company  ? 

Mr.  Henry  Kaiser.  You  had  difficulty  reading  your  record,  or  you 
could  not  find  something  in  the  record.  Don't  you  think  I have 
trouble  ? 

The  Chairman.  It  is  perfectly  useless  to  sit  there  and  debate  with 
each  other. 

Mr.  Coles.  Were  the  shipyard  profits  guaranteed  to  pledge  the 
loan  on  your  steel  company  ? 

Mr.  Henry  Kaiser.  Yes. 

Mr.  Coles-.  As  a result  of  pledging  those  profits  was  it  impossible 
for  the  Kaiser  Co.,  Inc.,  to  pay  up  its  bank  loans? 

Mr.  Henry  Kaiser.  I don’t  know.  I can  furnish  the  information. 

(Exhibit  35  gives  the  following  additional  written  answer  bv  Mr 
Kaiser:)  J 

No.  The  bank  loans  have  been  paid  in  full  in  accordance  with  the  loan  agree- 
ments. & 

Mr.  Coles.  Was  the  payment  of  those  bank  loans  delayed  because 
the  profits  were  pledged  to  the  Steel  Co.  ? 

Mr.  Henry  Kaiser.  I can  furnish  the  information  to  the  committee. 

I would  like  to  have  it  done  by  an  accountant. 

(.Exhibit  35  gives  the  following  additional  written  answer  by  Mr 
Kaiser :) 


, No.  Repayment  of  the  bank  loans  was  in  no  way  delayed  by  the  fact  that  ship- 
building fees  were  pledged  as  security  for  repayment  of  the  loan  of  the  Recon- 
struction Finance  Corporation  on  the  Fontana  steel  plant. 


Approved  For  Release  2003/10/10  : CIA-RDP64B00346R000400060002-4 


Approved  ForjRelease  2003/10/10  : CIA-RDP64B00346R000400060002-4 

56  SHIPYARD  PROFITS 

Mr.  Coles.  As  a result  of  any  delay  which  may  have  occurred, 
would  the  Government  continue  to  have  to  pay  half  the  interest,  re- 
imbursing the  shipyard  profit  loans  ? 

(Exhibit  3f>  gives  the  following  additional  written  answer  by  Mr. 

Kaiser :) 


No,  sir.  No  djelay  occurred. 

Mr.  Henry  Kaiser.  No,  sir. 

Mr.  Coles.  | Does  not  that  infer  that  the  loan  must  have  been  paid  off 
sooner  ? 

Mr.  HenrY  Kaiser.  I don’t  know. 

(Exhibit  35  gives  the  following  additional  written  answer  by  Mr. 
Kaiser:)  j 

The  question  :is  indefinite  because  it  is  not  clear  whether;  reference  is  made  to 
the  bank  loans  'or  the  Reconstruction  Finance  Corporation  loan  on  the  Fontana 
steel  plant.  Apparently,  counsel  is  concerned  with  or  wishes  to  establish  through 
the  foregoing  series  of  questions  that  the  Government  had  to  reimburse  a greater 
amount  of  interest  on  the  bank  loans  obtained  for  shipbuilding  purposes  because 
of  the  pledge  of  the  shipbuilding  fees  as  security  for  the  RFC  loan  on  the  steel 
plant.  Actually  the  opposite  is  the  case.  The  bank  loans  applicable  to  particular 
contracts  were  in  all  instances  paid  off  before  any  shipbuilding  fees  were  applied 
on  the  RFC  steel  plant  loan,  and,  in  fact,  after  it  was  necessary  to  use  Govern- 
ment guaranteed  bank  loans  all  receivables-  from  the  shipbuilding  contracts, 
including  fees,  jwere  assigned  to  the  bank  and  were  applied  first  in  repayment 
of  the  bank  loans  as  soon  as  the  funds  were  disbursed  by  the  Government  in 
payment  of  work  on  the  contract.  Therefore,  the  only  additional  interest  which 
might  have  accrued  on  the  bank  loans  resulted  from  delays  of  the  Government  in 
paying  invoices  under  the  shipbuilding  contracts  after  they  were  submitted,  and 
the  pledge  of  tlje  shipbuilding  fees  as  security  for  the  steel  plant  loan  in  no  way 
affected  repayment  of  the  bank  loans.  On  the  other  hand,  through  this  arrange- 
ment earned  shipbuilding  fees  were  held  by  the  bank  until  the  particular  contract 
under  which  they  were  earned  was  completed  so  that  during  this  interim  period 
the  fees  could  not  be  applied  on  the  steel  plant  loan,  thus  actually  resulting  in 
increased  interest  which  Kaiser  Co.,  Inc.,  had  to  pay  to  RFC. 

Mr.  Coles,  j If  the  loans  were  not  paid  off 

Mr.  Henr^  Kaiser.  I can  furnish  all  this  information. 

Mr.  Coles. j I would  like  to  have  it  in  the  record. 

Mr.  Henry  Kaiser.  I will  be  glad  to  furnish  it. 

Mr.  Coles.  At  this  time.  _ 

Mr.  Henry  Kaiser.  I cannot  furnish  it  to  you  at  this  time;  I don’t 
know. 

Mr.  Coles;  You  cannot  squeeze  blood  from  a stone. 

The  Chairman.  If  counsel  asks  you  a question  and  you  cannot 
answer  it,  say  so.  . 

Mr.  Henry  Kaiser.  Counsel  just  says  you  cannot  squeeze  blood 
from  a stone  s so  he  assumes  that  I am  a stone. 

Mr.  Coles.  Let  us  go  On,  Mr.  Kaiser,  to  the  Government  invest- 
ment in  the  (Kaiser  Co.  yard.  How  much  did  the  Government  invest 
in  the  Kaiser  Co.’s  shipyards  ? 

Mr.  Henry  Kaiser.  I will  furnish  it. 

(Exhibit  35  gives  the  following  additional  written  answer  by  Mr. 
Kaiser:) 

I will  furnish  it.  Exhibit  H attached  to  the  report  submitted  to  the  committee 
shows  that  the  Government  invested  a total  of  $75,584,732.89  in  the  three  yards 
operated  by  Kaiser  Co.,  Inc.  In  addition,  the  Government  invested  a total  of 
$34,057,893.53  in  housing  and  transportation  facilities  at  the  three  yards  operated 
by  Kaiser  Co.1,  Inc.,  making  in  ail  a total  investment  by  the  Government  of 
$109,652,626.42(  all  of  which  was  constructed  by  Kaiser  Co.,  Inc.,  without  any  fee 
or  profit  on  the  work. 
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Mr.  Coles.  It  is  in  the  records. 

is  aIr“dy  “ tlw  re“r<1’ " “ is  mad6  “ 

, w\P0LfS;  y^]11  y°u  glance  at  that?  I show  you  that  and  ask  you 
K“J  oo“lrytd,rt  °f  the  M“ritime  C°™°n  ™ in  ills 
. Mr;  Henry  Kaiser.  There  is  a confusion  hero  in  regard  to  money 
furnish  it!"  86  Shipyards>  1 wiU  have  to  §'et  the  information  and 
The  Chairman  You  answer  that  there  is  confusion  here  That 

d0MYnTTS h0W  ir  the  reTTrd  That  you  mean-  The  confusion  is  where « 

tw iU>fcorrStAIS1 Ti  H°  if  this  is  correct,  and  I cannot  say 

tuat  it  is  coircct.  There  are  Navy  investments  and  housing  invest- 
ments and  Maritime  Commission  investments  in  the  yard.  But  I will 
furnish  any  information  you  ask  for.  I do  not  have  it  here 

Mr  lrd'un0t  Pnow  )vhat  y°u  were  talking  about. 

GovemS  Zt  \n$mZ™G!>x?mT0£  j1nrexhibjt  1 sayg  that  the 

government  put  $113,812,000  into  the  building  of  the  Kaiser  Co ’s 
three  yards.  Have  you  any  reason  to  dispute  that  figure  ? 

Mr.  Henry  Kaiser.  I would  not  know. 

m t0tal  figUP  7°,u  SaYe  us  is>  for  the  yards  themselves, 

©75, 594, 000.  When  you  include  housing  in  the  yards  and  trnnsnmdo  ’ 
tion  to  the  yards,  $109,652,000.  Are  tSose  fibres covered  V 

know  HeNRT  Katser-  r°  the  best  of  my  knowledge  they  are;  I don’t 
Ka’isor 35  g*VeS  tbe  lowing  additional  written  answer  by  Mr. 

your  preceding  <qi]es'tion!°Wl0dSe’  ^ are‘  1 have  answered  this  in 

mSYEVrflillir  "CiJ1  " M‘  y0U  “ "V  im'«- 

v)1 ' Henry  Kaiser.  I can  furnish  you  any  information  you  want 
Mr.  Coles.  We  are  trying  to  bring  this  out.  ' 

111°  Chairman.  Just  say  whether  you  do  or  do  not  know. 

ties,  physical  S&  **>  “ **  " J°U  l™»- inra>M  “ *">»- 
knew’  HeNRY  Kaiseh-  We  had  money  invested,  but  how  much  I do  not 

Mr.  Coles.  I will  show  you  here  a copy  of  a record  prepared  bv  the 
War  Production  Board  which  shows  the  total  private  investment  in 
ail  your  yards,  and  call  your  attention  to  the  Kaiser  Co.  shipbuilding 

ESS?  m thC  POrtklld  yai'd  y°U  bad  $120,000 

v“r'  feRY  Halser.  Mr.  Chairman,  I will  furnish  all  these  figures  to 
7 ; 1 JT  iSL  question,  or  a series  of  questions,  on  accounting  that  I 

I cannot  lean  say  ‘ Sh°Uld  n0t  be  asked  to  furnisb>  and 

KaiKcr  -j1"1  35  glVGS  the  foll()winf  additional  written  answer  by  Mr. 

liivh  0f  $104>827-8S  in  September  1942  and  a 

» js®s  assas 
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ties  were  worked  out  so  that  the  land  and  buildings  could  be  transferred  from  tlw 
original  owners  to  the  Maritime  Commission  and  Kaiser  Co.,  Inc.,  had  no  further 
investment  therein.  The  above  figures  do  not  include  Kaiser  Co.,  Inc.  s,  Invest- 
ment in  furniturb,  fixtures,  and  automobiles  used  at  the  yard  which  varied  between 
a minimum  of  44  458.68  in  April  1942  and  a maximum  of  $53,330.75  in  CeTODer 
1945  The  investment  in  the  items  mentioned  above  varied  considerably  during 
the  neriod  lolSlo!  and  while  the  date  of  the  WPB  report  is  not  given,  we  are 

unable  to  find  any  combination  of  figures  rePresenfmg,“lvestf1^nL49if(?wbich 
buildings  furniture  and  fixtures,  or  automobiles  during  the  period  194--46  winch 
we  ean  rcconcuTwith  the  $120,000  figure  quoted  from  the  WPB  report. 

The  Chairman.  The  Chair  rules  that  the  questions  are  proper.  You 

can  answer  them  or  not.  , , T fuvr.mli 

Mr.  Henry;  Kaiser.  I cannot  answer  them  now,  but  I will  lurnisn 

the  answers.  ; . 

The  Chairman.  Very  well.  That  is  an  answer. 

Mr.  Coles.  Did  you  have  as  much  as  $1,000,000,  or  1 percent  of  the 

Government’s  investment,  invested  ? , 

Mr.  Henry*  Kaiser.  I cannot  answer  it  now,  but  I will  furnish  the 

ail(Exhibit  3^  gives  the  following  additional  written  answer  by  Mr. 

Kaiser :) 

mtiirG  is  actually  being  held  by  the  Maritime  Commission  to  meet  possible  future 

by  the  Maritirap  Commission  with  respect  to  other  yards. 

Mr  Coles.1  Do  you  have  any  reason  to  believe  that  you  had  $1,000?- 

000  invested  in  this  yard  now,  if  you  thought  that  you  had  at  one  time 
Mr.  Herter.  If  that  is  going  to  be  the  response  may  I suggest  that 

the  answer  be  furnished  and  printed  in  the  record  with  the  question. 

Mr.  Coles!  Mr.  Kaiser,  will  you  be  able  to  get  us  these  answers  y 

t0TrZL  Kaiser.  I hope  so.  I have  all  the  men  here  to  do  so. 

If  you  will  just  write  these  questions  for  me  as  soon  as  you  finish, 

1 will  get  the  answers  for  you. 

Mr.  Coles;  Will  you  have  someone  make  a record  of  this. 

Mr!  HenrV  Kaiser.  I am  doing  that  right  here. 

Mr.  Coles;  Was  there  a provision  m the  contract  for  the  budding 
of  the  yard,;  which  we  shall  call  the  facilities  contract,  against  a y 

profit  going  to  the  Kaiser  Co.,  Inc.,  from  its  but  ding . Vuiildino- 

" Mr.  Henry  Kaiser.  We  initiated,  on  this  question  of  the  building 

of  the  vard,  ihat  it  be  done  without  any  fee.  ..... 

Mr.  Coles!  Was  that  not  standard  form  for  all  these  ship  facilities 
c ntracts  ^ ■ 

C°Mr'llKNRY  Kaiser.  That  became,  then,  standard  form. 

Mr.  Coles;.  Are  you  inferring  that  yours  was  the  first  Maritime  yaid 

built? 
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Mr.  Henry  Kaiser.  I think  ours  was  the  first  Maritime  yard  built. 

(Exhibit  35  gives  the  following  additional  written  answer  by  Mr. 
Kaiser:) 

Kaiser  Co.  Inc.,  was  not  the  first  to  do  so  but  Oregon  Shipbuilding  Corp.,  a 
Kaiser-managed  company,  was  one  of  tile  first  three  companies  to  make  such 
a contract  with  the  Maritime  Commission.  All  three  companies  signed  their 
contracts  with  the  Commission  on  the  same  day  in  January  1941. 

Mr.  Coles.  Would  you  check  on  that,  please?  I think  you  are 
wrong. 

Mr.  Henry  Kaiser,  on  page  36  of  your  report  you  state  [reading] 

No  funds  or  profits  of  any  kind  were  paid  to  Kaiser  Co.,  Inc.,  on  any  of  the 
above  work. 


Is  that  correct? 

Mr.  Henry  Kaiser.  As  near  as  I know  it  is  correct. 

Mr.  Coles.  What  was  the  major  engineering  company  which  you 
retained  to  build  this  yard  ? 

Mr.  Henry  Kaiser.  I know  that  in  the  Kaiser  Co.  yards  in  Rich- 
mond, or  I believe,  the  Henry  J,  Kaiser  Co.  did  the  work.  I believe 
a fee  of  $300,000  was  authorized,  and  they  refused  it. 

Mr.  Coles.  In  other  words,  the  main  subcontracting  job  was  done 
by  the  Henry  J.  Kaiser  Co.  ? 

' Mr.  Henry  Kaiser.  We  did  the  work  at  our  cost,  without  any  fee, 
and  at  a loss. 

Mr.  Coles.  Did  you  have  any  other  subcontractor  build  that  yard  ? 

Mr.  Henry  Kaiser.  At  Richmond?  No;  not  at  Richmond.  I am 
talking  about  the  Kaiser  Co.  To  the  best  of  my  knowledge  and  be- 
lief, the  Kaiser  Co.  did  most  of  the  work  free  of  charge,  but  there 
were  some  subcontractors. 

Mr.  Coles.  Were  any  of  those  other  subcontractors  affiliates  of 
the  so-called  six  companies? 

Mr.  Henry  Kaiser.  No. 

Mr.  Coles.  I say  affiliates  of  any  of  the  so-called  Six  Companies, 
directly  or  indirectly.  You  mentioned  Gilpin  Construction  Co.  as 
one,  which  is  a subsidiary  of  one  of  the  other  companies. 

Mr.  Henry  Kaiser.  You  mean  it  was  a subsidiary  of  another  com- 

pany. 

Mr.  Coles.  Of  one  of  the  six  companies.  I think  we  can  got  the 
answer  to  that  tomorrow. 

Mr.  Henry  Kaiser.  1 do  not  know  that  we  can  find  out  from  Gilpin 
who  owns  Gilpin.  We  will  try  to. 

Mr.  Coles.  I would  like  to  find  out,  if  you  will,  what  the  total 
fees  paid  to  subcontractors  in  the  construction  of  the  yard  amounted 
to  and  the  relationship  of  those.  Can  you  furnish  that  tomorrow? 

Mr.  Henry  Kaiser.  Yes. 

(Exhibit  35  gives  the  following  additional  written  answer  by  Mr. 
Kaiser:) 


In  the  construction  of  Richmond  shipyards  3 and  4,  Kaiser  Co.,  Inc.,  paid  a 
total  of  $300,000  in  fees  to  Arthur  Rousseau,  Louis  C.  Dunn,  and  Robert  Mc- 
Carthy Co.  on  cost-plus-fixed-fee  contracts  performed  by  those  contractors 
amounting  to  a total  of  $13,667,492.0:6,  including  the  above-mentioned  fees.  All 
other  subcontracts  for  work  in  connection  with  yards  3 and  4 in  the  total 
amount  of  $15,152,326.46  were  on  a lump-sum  or  fixed-price  basis  and  the  amount 
7 vLfite  or  losses  sustained  by  such  subcontractors  cannot  be  ascertained  by 
US  There  were  a very  great  number  of  such  subcontractors  and  we  presume 
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that  the  committee  will  be  able  to  develop  this  Information  through  the  War 
Contracts  Price  Adjustment  Board  if  desired. 

In  the  construction  of  the  Vancouver  yard,  Kaiser  Co.,  Inc.,  paid  a fee  of 
$13,300  to  Gilpin  Construction  Co.  under  a contract  with  that  company.  All 
other  work  inf  connection  with  this  yard  in  the  total  amount  of  $11,850,856.11, 
including  the  above-mentioned  fee,  was  subcontracted  on  a lump-sum  or  fixed-price 
basis  and  again  we  have  no  way  of  ascertaining  the  profit  or  loss  which  may 
have  been  sustained  by  the  numerous  subcontractors  performing  such  work. 

In  the  construction  of  the  Swan  Island  yard,  Kaiser  Co.,  Inc.,  paid  one  fixed 
fee  amounting;  to  $12,000  to  Reimers  & Jolivette  under  one  cost-plus-fixed-fee 
contract  with  that  firm  in  the  total  amount  of  $137,569.84,  including  said  fee. 
In  connection  with  construction  of  the  Swan  Island  yard  several  fees  for  pro- 
fessional engineering  and  architectural  services  were  paid  to  Miles  Cooper, 
Wolff  & Phillips,  John  W.  Cunningham,  Kaiser  Engineers,  Inc.,  and  H.  R.  Ceder- 
gren,  in  the  total  amount  of  $52,555.08.  Only  one  subcontract  was  made  with 
Kaiser  Engineers,  Inc.,  an  affiliate  of  Kaiser  Co.,  Inc.,  and  a so-called  fee  of 
$2,843.78  was  paid  to  Kaiser  Engineers,  Inc.,  under  said  contract  but  this  only 
represented  direct  costs  which  were  audited  by  the  Maritime  Commission  and 
did  not  include  anything  for  overhead  or  profit.  We  have  no  way  of  determining 
the  actual  profits  made  by  other  subcontractors  performing  these  professional 
services.  t 

With  the  exception  of  the  one  cost-plus-fixed-fee  contract  and  the  fees  as 
noted  above  all  other  subcontracts  at  the  Swan  Island  yard,  totaling  $9,153,709.53, 
were  let  on  a lump-sum  or  fixed-price  basis  and  we  have  no  way  of  determining 
the  amount  of  profits  or  losses  which  may  have  been  sustained  by  the  numerous 
subcontractors  involved. 

All  subcontracts  which  were  awarded  by  Kaiser  Co.,  Inc.,  for  construction 
of  the  yards  were  submitted  to  and  approved  by  the  Maritime  Commission. 

Mr.  Coles  . Now,  Mr.  Kaiser,  going  to  tire  shipbuilding  contracts,  I 
see  by  the  record  you  furnished  that  you  had  the  three  types  of  con- 
tracts— cost-plus- fixed-fee,  price-minus,  and  fixed-price.  The  total  of 
those  was  $1  >658,000,000.  Is  that  correct  ? That  is  the  Kaiser. Co.,  Inc. 

Mr.  Henry  Kaiser.  Yes. 

Mr.  Coles.  Your  record  also  shows  that  you  received  fees  of  $21,- 
000,000  and  profits  of  $25,000,000  on  this  company,  making  a total 
of  $46,883,000.  Is  that  correct? 

The  Chairman.  When  the  counsel  says  “the  record  shows,”  is  that 
the  statement  filed  by  the  Kaiser  Co.  or  a deduction  of  counsel? 

Mr.  Coles,  No.  I should  like  to  introduce  as  exhibit  4 this  report 
from  the  Kaiser  Co.,  Inc.,  and  I would  like  to  refer  in  that  report  to 
the  answer  to  question  No.  9,  schedule  No.  1. 

The  Chairman.  Very  well.  That  is  admissible  as  testimony. 

(The  report  so  designated  was  received  and  marked  as  “Exhibit 
No.  4.”) 

Mr.  ColesL  I am  trying  to  save  time. 

The  Chairman.  I think  time  is  saved  by  introducing  the  interroga- 
tories and  the  answers  which  he  has  himself  made,  without  asking  him 
to  say  whether  he  told  the  truth  when  he  answered  them  or  not,  unless 
that  answer  [was  prejudicial. 

Mr.  Coles:.  The  total  of  fees  and  profits  before  renegotiation 
amounted  tp  $46,863,000? 

Mr.  Henry  Kaiser.  That  compares  with  the  record  I have  here; 
yes. 

Mr.  Coles,.  And  that  record  was  furnished  by  you? 

Mr.  Henry  Kaiser.  Yes. 

Mr.  Coles.  Was  there  $5,750,000  of  nonreimbursables  ? 

Mr.  Henry  Kaiser.  That  is  right. 
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Mr.  Coles.  Giving  a total  of  foes  and  profits  of  $41,133,000  from 
shipbuilding  operations;  is  that  correct? 

Mr.  Henry  Kaiser.  That  is  right.  • 

Mr.  Weichel.  Are  we  just  examining  Henry  Kaiser  on  what  ne 
says  he  got?  Do  we  not  have  any  other  way  of  finding  out  what 
he  got  except  by  what  he  himself  says  ? Do  we  not  have  any  Gov- 
ernment records  downtown  here  in  Washington?  This  seems  to  be 
asking  Mr.  Kaiser,  “Did  you  tell  me  that  you  got  $46,000,000  ? 

The  Chairman.  Counsel  has  asked  inquiries,  and  I have  already 
reminded  him  that  those  exhibits  of  those  answers  can  come  m as  part 
of  the  record.  If  they  are  prejudicial  to  Mr.  Kaiser,  it  is  up  to  Mr. 

Kaiser  to  testify.  I do  not  see  any  use  in  asking  him  if  what  he  said 

was  true.  . . ,, 

Mr.  Weicitel.  That  is  what  I am  getting  at.  It  seems  we  should 
have  some  information  in  Washington  as  to  whether  what  Mr.  Kaiser 
said  is  true,  instead  of  asking  him,  “Did  you  tell  me  you  made 
$46,000,000?” 

Mr.  Henry  Kaiser.  I agree  with  you. 

Mr.  Coles.  These  figures  are  Mr.  Kaiser’s  figures,  but  I have  checked 
them  against  the  Maritime  Commission’s  figures,  and  they  are  almost 
all  of  them  pretty  much  the  same,  so  we  can  rely  on  them. 

Mr.  Bradley.  Bight  at  that  point,  I understood  Mr.  Kaiser  to  say 
that  these  records  given  by  the  Maritime  Commission  were  all  wrong. 

I think  counsel  should  proceed  to  find  out  which  is  right. 

Mr.  WEiciiEL.  Mr.  Coles  is  asking  him  if  he  made  so  much  money.  _ 

Mr.  Coles.  Mr.  Weichel,  this  is  just  on  this  one  yard,  one  of  the  six 
yards. 

Mr.  Henry  Kaiser.  Three. 

Mr.  Coles.  I mean  one  of  the  six  shipbuilding  companies. 

Now,  Mr.  Kaiser 

Mr.  Henry  Kaiser.  Well,  finish  the  rest  of  this. 

Mr.  Coles.  I will  get  to  that  later,  Mr.  Kaiser.  I assure  you  I will. 

Mr.  Henry  Kaiser.  I would  like  at  this  time  to  state  that  he  has  not 
read  all  of  these  figures  of  this  sheet  which  I have  been  approving, 
which  show  a loss. 

The  Chairman.  I think  it  is  entirely  legitimate  for  the  witness,  if 
he  objects  to  the  statement  of  counsel,  to  proceed  to  read  that  which  he 
thinks  should  have  been  road. 

Mr.  Henry  Kaiser.  All  the  figures  have  been  read  here  which  show 
profits,  but  the  final  figure  shows  a loss,  and  that  has  not  been  read. 

The  Chairman.  State  what  it  is. 

Mr.  Henry  Kaiser.  The  loss  is  $18,579,040.26. 

Mr.  Coles.  Mr.  Kaiser,  were  any  of  those  losses  on  shipbuilding 
operations? 

Mr.  Henry  Kaiser.  You  moan  of  the  shipbuilding  division?  They 
are  losses  of  the  company,  but  they  are  not  losses  of  the  shipbuilding 
division.  There  are  some  losses  now  occurring  in  the  shipbuilding 
division  that  should  be  added  to  these,  as  a result  of  the  delay  and  all 
of  the  questions  and  the  competitive  situation  in  yard  3,  which  I have 
formerly  advised  you  of,  which  is  part  of  this. 

The  Chairman.  Our  examination  is, directed  to  shipbuilding  com- 
panies’ profits  and  losses.  ? 

93486—48 5 
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_ Mr.  Henry  Kaiser.  There  is  shipbuilding  in  this,  Mr.  Chairman, 
that  is  going  on  now,  that  has  been  up  to  this  time.  There  have  been 
some  losses. 

The  C p airman.  Then  it  is  up  to  you  to  show  what  they  are. 

^r-  hhiNRY  Kaiser.  \ ou  would  have  to  bring  the  statement  up  to 
date.  We  are  only  bringing  it  up  to  one  point.  . 

Mr.  Coras.  The  figures  I have  read,  showing  something  over  $41,- 
000,000  after  nonreimbursable,  are  profits  on  shipbuilding:  is  that 
correct  ? 

Mr.  Henry  Kaiser.  No.  There  are  ship  repairs  in  there,  too.  and 
there  is  a lot  of  drydock  work  in  there. 

Mr.  Cops.  Rather  than  quibble  with  you,  are  these  basically  profits  ' 
which  were  paid  for  from  the  Maritime  Commission ; or  possibly  from 
the  War  ^hipping  Administration  on  its  repair  operations? 

Mr.  Hi;nry  Kaiser.  There  is  some  Navy  work  in  there.  The  Navy 
was  desperately  up  against  it  for  repairs,  and  we  repaired  a ship  a day 
during  the  war,  so  that  is  in  there. 

Mr.  Cops.  Will  the  reporter  please  read  the  question? 

(The  reporter  read  the  question.) 

Mr.  Henry  Kaiser.  These  figures  that  they  have  shown  here  are  not 
finally  adjudicated  by  the  Commission,  so  that  so  far  as  the  figures  are 
concerned,  they  are  only  tentative. 

Mr.  Cops.  Were  you  paid  over  $40,000,000  in  fees  and  profits  for 
your  shipbuilding  operations  ? 

Mr.  Henry  Kaiser.  I do  not  know. 

(Exhibit  35  gives  the  following  additional  written  answer  by  Mr. 
Kaiser:) 

Exhibit  lj\  schedule  1 of  the  report  previously  submitted  by  Kaiser  Co , Inc  to 
the  committee  prior  to  the  September  1946  hearings  shows  that  to  May  31,  1946 
Kaiser  Co.,j  Inc.,  had  been  paid  .$44,229,424.21  in  gross  fees  before  deduction  of 
$5,750,360.9:1  in  nonreimbursable  costs,  and  before  final  settlement  of  amounts 
which  remained  unpaid  by  the  Maritime  Commission  under  certain  of  Kaiser 
Co.,  Inc.’s,  Contracts  in  the  total  sum  of  $29,766,134.78  which  said  amounts  are 
now  in  process  of  settlement.  Until  such  settlement  is  completed,  the  total 
amount  of  gross  fees  which  Kaiser  Co.,  Inc.,  will  have  received  and  retained  from 
shipbuilding  operatoins  will  not  be  known. 

Mr.  Codes.  Does  the  record  so  show,  the  record  submitted  by  you? 

Mr.  Henry  Kaiser.  It  may. 

Mr.  Coles.  Mr.  Kaiser,  we  get  nowhere  by  these  evasions  if  I may 
call  them  such. 

Mr.  Henry  Kaiser.  Do  not  call  them  evasions. 

Mr.  Cops.  Call  them  anything  you  want,  but  let  us  see  if  we  can 
stick  to  the  question,  and  correct  me  if  I am  wrong. 

Mr.  He|nry  Kaiser.  I have  stated  I would  go  to  our  own  records 
and  I will;  furnish  them  if  I do  not  know.  Is  that  evasion  ? 

Mr.  Cops.  Let  me  state  that  the  thing  that  I have  been  trying  to 
get  from  Mr.  Kaiser  appears  in  the  exhibits  furnished  by  them. 

The  Chairman.  Very  well.  That  is  evidence,  then. 

Mr.  Henry  Kaiser.  Except  that  I say,  Mr.  Chairman,  that  it  has 
not  yet  been  fully  renegotiated. 

The  Chairman . It  :s  up  to  you.  That  constitutes  evidence  so  far 
as  the  committee  is  concerned,  until  you  show  to  the  contrary,  and  that 
is  your  responsibility. 

Mr.  IIipitY  Kaiser.  That  is  what  I am  trying  to  do  now. 
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Mr.  Coles.  Mr.  Chairman,  profits  in  Mr.  Kaiser’s  exhibit  show,  for 
shipbuilding,  $46,833,000  before  nonreimbursables  and  after  deduct- 
ing those  things  which  are  nonreimbursable  he  says  it  is  forty-one- 
million- odd  dollars. 

Mr.  Herter.  Mr.  Chairman,  just  for  the  record,  we  are  talking  now 
only  about  the  Kaiser  Co.  ? 

Mi:.  Coles.  The  one  company. 

Mr.  Henry  Kaiser.  I would  like  to  say,  Mr.  Chairman,  that  this  is 
one  company  which  produced  both  ships  and  steel  for  the  ships,  and 
under  the  law  we  had  to  combine  them  both,  and  therefore  the  loss 
should  be  shown  and  they  should  not  be  separated.  We  produced  the 
material  for  the  ships  as  well. 

Mr.  Coles.  Mr.  Kaiser,  let  us  skip  my  outline  for  a moment  and  go 
to  a later  portion  of  it,  in  order  that  we  can  take  care  of  these  losses 
you  mentioned. 

Now,  Mr.  Kaiser,  have  most  of  your  contracts  of  the  Kaiser  Co., 

Inc.,  been  renegotiated? 

Mr.  Henry  Kaiser.  We  do  not  think  so. 

Mr.  Coles.  I would  like  to  read  from  your  statement,  Mr.  Kaiser. 
[Reading :] 

Business  of  the  Kaiser  Co.,  Inc.,  has  been  renegotiated  through  the  fiscal  years 
ending  June  30, 1044.  It  was  found  by  the  Price  Adjustment  Board  of  the  United 
States  Maritime  Commission  that  no  excessive  profits  have  been  realized  Re- 
negotiation Agreement  No.  MCC-40480-PABS-817,  dated  August  23,  ’45,  was 
executed  covering  the  fiscal  year  ending  June  30, 1044. 

Is  that  correct? 

Mr.  Henry  Kaiser.  That  is  correct. 

Mr.  Coles.  You  further  state  [reading]  : 

Renegotiations  have  not  been  completed  for  the  fiscal  years  ending  June  30, 

’45,  and  June  30,  ’46,  but  it  is  obvious  that  no  excessive  profits  will  be  found  to 
have  been  realized  during  said  years,  because  the  contractor  realized  net  loss 
on  the  total  operations,  subject  to  renegotiation. 

Mr.  Henry  Kaiser.  That  is  right. 

Mr.  Coles.  So,  is  the  statement  not  correct  that  none  of  those  ship- 
building profits  or  fees  has  been  renegotiated  back,  or  you  think  will 
be  renegotiated  back  ? 

Mr.  Henry  Kaiser.  The  statement  which  you  read  answers  the  ques- 
tion. 

Mr.  Coles.  Very  good. 

Now,  Mr.  Kaiser,  did  you  pay  a penny  of  taxes  on  the  shipbuilding 
profits  made  by  the  Kaiser  Co.,  Inc? 

Mr.  Henry  Kaiser.  Apparently  we  did  not,  if  we  had  losses. 

(Exhibit  35  gives  the  following  additional  written  answer  by  Mr 
Kaiser:) 

Kaisei  Co,,  Inc.,  paid  taxes  in  its  first  year  of  operation,  but  a claim  for  refund 
has  been  made  since  the  company  has  shown  a net  loss  on  an  over-all  basis  from 
the  beginning.  This  being  the  case,  no  taxes  were  chargeable  to  the  company 

For  the  fiscal  year  ending  June  30,  1042,  Kaiser  Co.,  Inc.,  has  paid  §1,064,000 
in  income  taxes.  We  have  applied  to  the  Treasury  for  a refund  of  this  tax 
and  have  every  reason  to  believe  that  a refund  will  be  granted.  We  have  there- 
fore stated  in  the  written  report  to  this  committee  that  no  income  taxes  have 
been  paid  by  Kaiser  Co.,  Inc. 

Except  for  this  1942  tax  payment  on  which  we  expect  to  receive  a refund 
Kaiser  Co.,  Inc.,  has  paid  no  income  taxes,  since  it  has  had  a net  loss  in  everv 
year  of  these  operations. 
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Mr.  Coles.  In  other  words,  on  the  shipbuilding  profits  you  paid 
not  a penny  of  taxes  ? 

The  Chairmans  Did  you  or  did  you  not  ? 

Mr.  Henry  Kaiser.  He  tells  me  now  we  paid  some  in  our  first  year. 

Mr.  Coles.  How  much  taxes  did  you  pay  in  ’41  of  the  $46,000,000  in 
fees  and  profits? 

Mr.  Henry  Kaiser.  We  will  furnish  that  information. 

(Exhibit  u5  gives  the  following  additional  written  answer  by  Mr. 
Kaiser:)  | 

In  the  first  place,  Kaiser  Co,,  Inc.,  was  not  formed  until  December  1941,  so 
it  had  no  fees  or  profits  in  that  year.  In  the  second  place,  throughout  the  entire 
period  of  the  operations  of  Kaiser  Co.,  Inc.,  it  could  not  be  said  that  it  had 
$40,000,000  in  fees  and  profits  no  matter  what  basis  is.  used  for  the  computation. 
Schedule  I attached  to  exhibit  F of  the  report  originally  submitted  to  the  com- 
mittee shows  that  after  deducting  nonreimbursabies,  Kaiser  Co.,  Inc.,  had  gross 
earnings  front  shipbuilding  contracts  of  $41,133,390.23.  Said  schedules  show 
that  in  the  operation  of  the  steel  plant  Kaiser  Co.,  Inc.,  sustained  a gross  loss 
of  $59,712,436.49,  resulting  in  a net  loss  of  $18,579,040.26  to  May  31,  1946.  Under 
these  circumstances,  no  income  taxes  were  payable  by  Kaiser  Co.,  Inc. 

Mr.  Coles.  Did  it  amount  to  as  much  as  $1,000,000  ? 

Mr.  Henry  Kaiser.  Yes. 

Mr.  Coles.  Was  it  a minute  fraction  of  that? 

Mr.  Henry  Kaiser.  I would  like  to  furnish  the  information  to- 
morrow. | 

The  Chairman.  If  you  will  pardon  me,  you  have  asked  enough 
questions  there  for  a man  to  spend  the  next  week  trying  to  answer 
them.  It  seems  to  me  if  he  will  get  to  work  on  what  he  has  to  answer 
tomorrow  and  meet  here  at  10  o’clock  in  the  morning  we  will  probably 
save  time. 

Mr.  Cole?.  May  I do  this : I will  talk  to  Mr.  Kaiser’s  attorney  later 
and  go  over  these  questions  with  him  again,  but  I should  like  to  finish 
one  thing.  It  will  not  take  over  10  minutes. 

The  Chairman.  In  10  minutes  we  will  reach  the  time  for  adjourn- 
ment. I 

Mr.  Coles.  You  stated  that  some  taxes  were  paid  in  the  very  begin- 
ning. Have  any  taxes  been  paid  on  the  major  portion  of  the  $46,- 
000,000? 

Mr.  Henry  Kaiser.  I do  not  know. 

The  Chairman.  Cannot  counsel  state  what  he  desires,  to  be  shown, 
and  produce  it? 

Mr.  Coles.  I would  like  to  read  from  the  statement  Mr.  Kaiser  gave 
us : “Due  to  net  loss,  no  Federal  income  taxes  were  paid  on  aggregate 
totals.”  Is  that  correct  ? 

The  Chairman.  If  ho  has  answered  that,  I guess  we  can  assume 
it  is  correct;  If  it  is  not  correct,  it  is  his  fault. 

Mr.  Coles.  Is  that  correct  ? 

Mr.  Henry  Kaiser.  Up  to  date. 

Mr.  Coles.  Now,  Mr.  Kaiser,  you  spoke  of  the  fact  that  you  had 
losses  which  were  set  off  against  those  profits.  ‘ Now,  those  losses  were 
on  the  steel  operation,  is  that  correct  ? 

Mr.  IIenRy  Kaiser.  Mr.  Chairman,  I promise  you  I will  answer  the 
questions  if  he  will  ask  them  in  writing. 

The  Chairman.  You  can  say,  “I  cannot  tell  you,  but  I will  answer 
them  in  the  morning.” 
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Mr.  Coles.  On  the  same  question,  schedule  9,  you  state,  “Iron  and 
steel  division  loss  to  May  81,  1946,  $61,000,000  ” and  you  set  that 
off  against  your  shipyard  profits.  Is  that  corerct . 

Mr.  Henry  Kaiser.  That  is  correct. 

Mr.  Coles.  In  other  words,  the  losses  are  on  the  iron  and  steel  divi- 
S1°Mr,  Henry  Kaiser.  I do  not  want  to  say  that  they  are  all  there. 

Detailed  accounting  will  show  it.  , .,  , 

Mr.  Coles.  Let  us  turn  to  question  No.  9,  schedule  7,  and  it  shows 
here  your  net  losses  totaling  $61,000,000  from  the  iron  and  steel  divi- 
sion. Now,  it  further  shows  you  had  a net  operating  loss  ot  only 
$2,681,000.  Will  you  verify  these  as  we  go  along  ? 

Now  what  was  your  loss  for  interest  expense  ? 

Mr.  Henry  Kaiser.  $9,383,000. 

Mr.  Coles.  What  was  the  interest  expense?  , 

Mr.  Henry  Kaiser.  To  the  best  of  my  knowledge  and  belief  it  was 
the  interest  that  I am  complaining  about,  that  was  charged  me  that 
was  not  charged  the  United  States  Steel  Corp.  . ' 

Mr.  Coles.  That  is  the  interest  on  the  loan  from  RbC;  is  that 

correct  ? ' 

Mr.  Henry  Kaiser.  Yes.  , 

Mr.  Coles.  And  this  was  deducted  from  your  shipyard  profits  and 
prevented  renegotiation  recovery  or  taxation ; is  that  correct . 

Mr.  Henry  Kaiser.  That  is  correct.  The  law  specifically  provided 

f °Mr.'  Coles.  So,  in  fact,  do  you  not  have  the  Government  lending  you 
money  on  the  steel  plant,  charging  you  interest,  and  paying  you  in- 
terest through  deductions  against  the  shipyard  profits  and  failure  to 
tax  ? 

Mr.  Henry  Kaiser.  Have  you  forgotten 

The  Chairman.  Answer  the  question,  please. 

Mr.  Henry  Kaiser.  No.  I am  liable  on  the  loan.  The  company 
is  liable  for  the  loan. 

Mr.  Coles.  And  this  is  the  interest  your  company  paid  the  Govern- 
ment for  the  RFC  loan  ? 

Mr.  Henry  Kaiser.  Did  I not  just  say  that? 

Mr.  Coles.  And  that  interest  was  paid  for,  m effect,  by  deducting 
it  from  shipyard  profits,  in  the  sense  that  no  renegotiation  recovery  was 
effected  and  no  taxes  were  paid  on  those  shipyard  profits? 

Mr.  Henry  Kaiser.  It  was  not  a deduction.  The  law  provides  that 
when  two  companies  are  involved  they  will  be  combined  together,  and 
we  combined  them  according  to  the  law. 

Mr.  Coles.  Is  that  not  the  effect,  that  the  interest  on  the  Govern- 
ment loan  was  paid  for  from  shipyard  profits  which  were  not  rene- 
gotiated or  taxed?  ■ 

Mr.  Henry  Kaiser.  The  question  that  you  bring  up  I believe  is 
trying  to  indicate  that  we  did  something  ourselves.  We  had  no  other 
alternative.  We  followed  the  law. 

The  Chairman.  Read  the  question. 

(The  question  was  read  twice  by  the  reporter.) 

Mr.  Henry  Kaiser.  I am  at  a loss  to  know  what  the  effect  is.  We 
produced  the  steel  for  the  ships,  and  where  the  effect  is,  where  it  goes 
to  the  effect  of  the  loss  on  the  steel  or  the  loss  on  the  ships  or  what  it 
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| 

does,  I cannot  tell  you.  I merely  know  this,  that  we  were  short  of 
steel,  and  we  were  without  deck  steel,  and  then  we  were  without  bottom 
steel,  and  jfinally  we  did,  after  2 years,  get  the  Government  to  let  us 
build  a steel  plant,  so  we  could  build  the  ships  to  win  the  war.  Now 
where  the  effect  of  it  is,  I know  only  one  effect,  and  that  was  the  effect 
to  get  the  jslups  out. 

i hfi'  ^0EES'.  ^ me  ff°  back  to  that,  and  put  it  in  a rather 

lengthy  question,  and  perhaps  we  can  get  a ayes?’  or  “no”  answer,  Mr 
Kaiser.  ; ’ 

, The  Government  lent  you  money  and  charged  you  interest  on  it, 
that  money  being  lent  to  the  steel  plant.  The  Government  gave  you 
contracts  for  ships  and  gave  you  profits  for  building  those  ships. 
When  it  came  to  renegotiating  or  paying  taxes,  you  deducted  from 
tne  profits  you  made  on  those  ships  certain  expenses  and  losses  of  vour 
steel  company,  which  included  $9,000,000  interest  and  because  of  that 
loss,  including  the  $9,000,000,  you  were  not  renegotiated  out  of  that 
portmn  °±  the  profits  and  you  paid  no  taxes  on  the  profits. 

Mr.  Heyey  Kaiser.  The  answer  is  “No.” 

Mr.  Cocks.  Will  you  explain  to  me  why  not? 

Mr.  Hewry  Kaiser.  I would  like  to  give  you  a written  answer. 

(Exhibit  35  gives  the  following  additional  written  answer  bv  Mr 
Kaiser:)  J 

Ret  me  answer  that  question  in  this  way.  Early  in  1942  when  Kaiser  Co.  Inc 
sta!  ted  its  cjperations,  German  submarine  warfare  was  seriously  depleting  all 
floet  whicl1  our  country  had  at  that  time.  Ships  in  quantity 
Ztf  fi  an  unprecedented  rate  to  get  munitions  and  supplies  to  the  fighting 
Past  exPerience  with  other  Kaiser-managed  companies,  it  had 
been  found  tjiat  we  were  unable  to  obtain  steel  in  sufficient  quantities  from  ex- 
®aurcus  to  meet  tlie  desired  ship  delivery  schedules.  After  exhausting 
every  possibility  of  a Government-owned  D.  P.  C.  steel  plant  on  the  coast  to  meet 
the  critical  steel  shortage  and  being  flatly  refused,  I finally  approached  the  RFC 
and  obtained;  a loan  to  construct  a steel  plant  on  the  coast.  This  was  not  doin' 
pflv.rig  Pa.r.tlc},la1r  desire  to  enter  the  steel  business  but  to  assist  in  the  war 
effoi  t,  and  piirticularly  m the  delivery  of  ships  which  were  so  vitally  needed. 
Therefore,  the  steel  plant  was  directly  related  to  the  shipbuilding  program  and 
actually  coul£  be  considered  an  integral  part  of  it.  ' 1 s 

As  you  knoiv,  taxes  are  only  payable  if  a company  has  profits  on  its  entire  opera- 
tions, and  as;  shown  by  schedule  I attached  to  exhibit  F of  the  report  which  we 
recently  submitted  to  your  committee,  Kaiser  Co.,  Inc.,  sustained  a loss  in  the 
^ plant  as  of  May  31,  1946,  of  $59,712,436.40  which  exceeded 
by  $18,579,040.26  the  estimated  gross  earnings  on  shipbuilding  contracts.  There- 
fore,  because;  of  this  loss,  no  taxes  were  payable.  Similarly,  since  the  over-all 
operations  or  Kaiser  Co.,  Inc.,  resulted  in  a loss  and  it  was  engaged  almost  ex- 
clusively  in  *ar  work,  both  in  its  steel  operations  and  shipbuilding  operations 
there  were  nc^  excessive  profits  to  be  recaptured  through  renegotiation.  As  mat- 
ters now  stand,  Kaiser  Co.,  Inc:,  has  made  nothing  whatever  from  the  war  effort 
but  on  the  contrary  shows  in  excess  of  $18,000,000  loss  on  its  books  and  holds 
possession  of  a steel  plant  upon  which  approximately  $90,000,000,  exclusive  of 
interest,  and  ^fter  application  of  shipyard  earnings  when  received,  still  must  be 
paid  and  which,  under  such  circumstances,  is  a liability  rather  than  an  asset. 
Assuming  forithe  moment  that  Kaiser  Co.,  Inc.,  had  never  operated  the  steel  plant 
the  profit  on  the  shipbuilding  operations  alone  amounted  to  only  sixty -eight 
hundredths  of;  1 percent  of  the  total  contract  volume  after  applying  Federal  income 
taxes  which  would  have  been  applicable  had  there  been  only  shipyard  earnings 
and  we  know’  of  no  instance  where  such  a low  percentage  of  profit  has  been  deemed 
excessive”  m any  renegotiation  proceeding  by  the  War  Contracts  Price  Adiust- 
ment  Board. 

Mr.  Cole|3.  Mr.  Chairman.  It  is  4 o’clock.  I think  we  ought  to 
avoid  ivritten  answers.  We  have  a list  of  questions  now.  I can  confer 
with  Mr.  Cox  this  evening. 
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Mr.  Bradley.  You  can  furnish  a written  answer  and  read  it  to  us. 

The  Chairman.  We  are  not  getting  anywhere  now,  and  I am  very 
much  convinced  that  where  an  answer  has  been  made,  it  may  be  prejudi- 
cial. If  so,  it  is  evidence  before  the  committee  and  counsel  can  con- 
clude in  any  way  he  pleases,  but  it  is  adverse  to  the  witness.  If  there 
is  any  explanation,  it  is  up  to  the  witness  to  explain  and  not  up  to 
counsel  to  give  him  an  opportunity  to  explain.  I never  did  like  this 
thing  of  giving  a witness  on  the  other  side  an  opportunity  to  explain 
something  against  him.  He  can  explain  it  if  he  wants  to. 

Mr.  Weichel.  Mr.  Chairman,  is  not  part  of  this  investigation  to  find 
out  who  gave  away  Government  money,  properly  or  otherwise,  and 
what  people  gave  it  away  in  the  Government  ? 

The  Chairman.  We  want  to  find  out  the  facts  rather  than  the  con- 
clusions of  either  you  or  myself  or  somebody  else.  On  the  same  facts 
we  might  have  different  conclusions.  But  on  the  facts,  the  facts  them- 
selves are  the  things  that  wo  want  now,  upon  which  to  base  our  con- 
clusions. 

Mr.  Weioiiel.  Can  we  not  get  some  of  that  from  the  Government, 
instead  of  from  Mr.  Kaiser  ? 

The  Chairman.  I think  we  can.  I will  be  glad  if  counsel  will  under- 
take to  do  that. 

The  committee  stands  adjourned  until  10  o’clock  tomorrow  morning. 

(Whereupon,  at  4 p.  m.,  the  committee  adjourned  until  the  following 
day,  Tuesday,  September  25, 1946,  at  10  a.  m.) 
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TUESDAY,  SEPTEMBER  24,  1946 

House  of  Representatives, 

Committee  on  the  Merchant  Marine  and  Fisheries, 

Subcommittee  To  Study  Shipyard  Profits, 

T V ashington,  D.  C. 

The  committee  met  at  10  a.  m.,  pursuant  to  adjournment,  Hon. 
Schuyler  Otis  Bland  (chairman)  presiding. 

Present:  Representatives  Bland  (chairman),  Bradley,  Weichel, 
Herter,  McConnell,  and  Keogh. 

Also  present:  Marvin  J.  Coles,  general  counsel  for  the  committee; 
Nathaniel  C.  W.  Gennett,  Jr.,  associate  counsel;  Frederick  M.  Jones, 
assistant  counsel ; Reginald  S.  Losee,  chief  investigator. 

The  Chairman.  The  subcommittee  will  come  to  order,  please.  At 
the  close  of  the  hearing  yesterday,  certain  questions  had  been  asked, 
and  answers  were  to  be  given  by  Mr.  Kaiser  this  morning.  Counsel 
for  the  committee  is  recognized  for  further  questioning. 

TESTIMONY  OF  HENRY  J.  KAISER— Resumed 

Mr.  Coles.  Mr.  Kaiser,  I think  we  had  best  go  back  to  yesterday’s 
questions  and  ask  again : What  was  the  total  investment  in  the  physical 
facilities  of  the  Kaiser  yards?  Those  are  the  six  yards,  including  in 
that  group  California  and  the  Walsh-Kaiser  Cos. 

Mr.  Henry  Kaiser.  At  your  request  I have  signed  the  answers  to 
all  of  your  questions  that  I know  of  at  the  present  time,  except  the  200 
you  prepared  and  sent  me  last  night.  I now  swear  that  to  the  best  of 
my  knowledge  and  belief  they  are  true. 

The  Chairman.  You  are  under  oath. 

Mr.  Coles.  Now,  give  us  the  answer. 

The  Chairman.  In  making  your  statements  you  need  not  add  “I 
now  swear,”  because  you  are  under  oath. 

Mr.  Henry  Kaiser.  All  right. 

The  Chairman.  Your  statements  are  under  oath. 

Mr.  Coles.  Will  you  tell  us  then,  in  short,  what  the  total  investment 
of  the  Kaiser  companies  in  those  six  yards  were  ? 

(Exhibit  35  gives  an  additional  written  answer  by  Mr.  Kaiser.) 

Mr.  Henry  Kaiser.  The  questions  that  you  are  asking  are  ques- 
tions that  require  attorneys  and  accountants.  They  have  to  bq  very 
correct  answers.  They  have  been  prepared.  They  have  been  given 
to  the  best  of  my  knowledge  and  belief,  and  I do  not  want  to  have 
anything  given  to  the  committee  here  that  is  inaccurate  in  any  way, 
and  I have  given  them  as  best  I can,  and  I am  ready  to  answer  all  of 
those  questions  if  you  will  give  me  time ; hut  I have  to  answer  them, 
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and  you  ijnust  remember  we  had  a million  men  on  our  pay  roll,  and 
any  company  which  has  that  many  must  have  thousands  of  trained 
personnel. 

The  Chairman.  Can  you  answer  the  question,  or  not? 

Mr.  Henry  Kaiser.  I cannot  answer  the  question,  unless  I am 
given  time  to  do  so,  and  unless  it  is  already  in  the  record. 

(Exhibit  35  gives  an  additional  written  answer  by  Mr.  Kaiser.) 

Mr.  Co4es.  As  I understood  from  your  testimony  yesterday,  it  was 
less  than  a,  million  dollars’  investment  in  these  six  yards ; is  that  still 
correct  ? ; 

Mr.  He:nry  Kaiser.  If  the  record  shows  that,  it  is  correct. 

Mr.  Copes.  Now,  taking  the  Kaiser  Co.,  alone — Kaiser  Co.,  Inc. — 
which  is  o|ne  of  the  six  yards,  have  you  been  able  to  discover  what  the 
total  of  your  investment  in  that  yard  was  ? 

Mr.  Henry  Kaiser.  I will  have  to  answer  you  exactly  the  same 
way.  That  has  all  been  presented  to  you. 

(Exhibit  35  gives  an  additional  written  answer  by  Mr.  Kaiser.) 

The  Chairman.  Is  it  correct,  in  the  book  ? 

Mr.  Henry  Kaiser.  Yes,  sir. 

The  Chairman.  Is  it  correct,  in  the  book  ? 

Mr.  He^ry  Kaiser.  Every  answer  in  that  book  is  correct  to  the  best 
of  my  knqwledge  and  belie£ 

Mr.  Cores.  Mr.  Kaiser,  is  this  the  same  book  that  was  submitted  to 
us  before  ?; 

Mr.  Henry  Kaiser.  Mr.  Chairman,  I would  like  to  have  these 
answers  sijbmitted  out  of  the  book. 

Mr.  CoijES.  Is  this  the  same  book  that  was  submitted  to  us  before? 

Mr.  Henry  Kaiser.  Yes. 

Mr.  Cores.  It  is  not  in  this  book. 

The  Chairman.  Very  well ; that  is  not  in  the  book. 

Mr.  Bradley.  Mr.  Chairman,  even  if  those  answers  are  in  the 
book,  the  members  of  the  committee  have  not  seen  that  book,  and  we 
do  not  know  what  the  answers  are,  and  I would  like  to  have  Mr. 
Kaiser  give  us  answers  out  of  the  book. 

Mr.  Henry  Kaiser.  I would  just  like  to  read  this.  May  I,  Judge? 

The  Chairman.  Read  what  ? 

Mr.  He^ry  Kaiser.  These  questions  and  answers  that  were  given 
yesterday.; 

The  Chairman.  I am  not  going  to  start  a long  dissertation  now. 

You  have  had  an  opportunity  now  to  present  your  statement  to  the 
committee;  and  you  are  now  under  examination. 

Mr.  HsifRY  Kaiser.  H counsel  will  ask  a series  of  questions— — 

The  Chairman.  If  it  is  an  answer  to  a specific  question  you  can 
recite  the  Question  and  then  the  answer. 

Mr.  Henry  Kaiser.  On  the  detailed  questions  asked  of  me  yester- 
day afternoon,  where  it  was  possible  to  obtain  the  facts,  the  answers 
are  as  follows — am  I allowed  to  go  on  ? 

The  Chairman.  Go  head. 

Mr.  Coles.  What  is  the  total  investment  in  the  yards  ? 

Mr.  Henry  Kaiser,  (reading)  : 

The  committee]  s counsel  asked  a series  of  questions  about  the  shipbuilding 
profits  of  the  Kaiser  Co;,  Inc.,  and  how  it  happened  that  these  profits  were  set 
off  in  renegotiation  against  the  losses  suffered  by  the  same  company  in  manu- 
facturing steel  for  the  Government. 


Approved  For  Release  2003/10/10  : CIA-RDP64B00346R000400060002-4 


Approved  For  Release  2003/10/10  : CIA-RDP64B00346R0004000&D002-4 

SHIPYARD  PROFITS  TY 


Kaiser  Co.,  Inc.,  operations  included  the  production  of  steel  for  ships,  for 
shells,  and  other  war  products  as  well  as  the  production  of  ships.  Both  were  an 
integral  part  of  the  operations  of  this  one  company.  As  a matter  of  practical 
common  sense,  as  well  as  law,  both  operations  were  treated,  as  they  were  in  fact, 
as  the  operations  of  one  company. 

The  Chairman.  Can  you  answer  the  question  which  has  been  pro- 
pounded by  counsel?  We  cannot  take  an  indefinite  period  here  for 
any  one  witness.  _ . 

Mr.  Henry  Kaiser.  I cannot  answer  it  in  one  or  two  words. 

The  Chairman.  All  right, 

Mr.  Coles.  The  question  is,  Mr.  Kaiser : Have  you  been  able  to  dis- 
cover what  the  total  investment  was  ? 

The  Chairman.  If  there  is  a question,  the  answer  to  which  is  found 
in  any  of  the  statements  that  have  been  supplied  by  Mr.  Kaiser,  it  is 
alreacly  evidence  in  this  case,  and  further  testimony  is  not  necessary 
on  that  account,  but  counsel  will  be  given  an  opportunity  to  read  that 
if  he  wants  to.  , 

Mr.  Coles.  Mr.  Chairman,  I know  that  the  answer  to  this  question 
is  not  in  that  record,  sir. 

The  Chairman.  There  is  no  statement  in  the  record.  Now,  we  will 
have  to  proceed  to  interrogate  him — not  now,  but  later.  I cannot  take 
up  the  time  of  these  gentlemen  who  arc  brought  here  from  their  re- 
spective districts  during  their  campaigns,  unnecessarily,  delaying 
them  for  somthing  that  can  be  supplied  through  questionnaires.  Pro- 
ceed, Mr.  Coles. 

Mr.  Coles.  Have  you  been  able  to  discover  what  the  total  invest- 
ment of  the  six  Kaiser  companies  in  the  physical  yards  was? 

Mr.  Henry  Kaiser.  If  I cannot  read  this,  I will  submit  the  whole 
thing  as  an  exhibit. 

Mr.  Coles.  Very  well.  Let  this  be  marked. 

(Document  so  described  was  received  and  in ar lied  “Exhibit  No. 

5.”) 

The  Chairman.  Will  you  answer  the  question? 

. Mr.  Henry  Kaiser.  I cannot  answer  those  questions  unless  I get 
the  facts.  I tried  to  answer  them, 

Mr.  Coles.  Does  anybody  know,  Mr.  Kaiser  ? 

Mr.  Henry  Kaiser.  The  exhibit  says  that  we  will  get  them.  We 
have  got  people  working  on  them.  It  will  take  many  weeks  to  get 
them.  [Witness  rises.]  Mr.  Chairman,  I would  like  to  say  this  to 
you- _ ■ 

The  Chairman.  Be  seated,  please.  The  exhibit  submitted  will  be 
considered  by  the  committee  and  as  the  committee  may  desire.  It 
will  not  now  be  incorporated  as  a part  of  the  evidence  unless  the 
committee  so  washes. 

Mr.  Weichel.  May  we  have  copies  of  all  these  exhibits,  including 
the.se  questionnaires  ? 

The  Chairman.  Mr.  Steinko  has  supplied  me  with  mimeographed 
copies  of  all  the  evidence  of  yesterday,  and  that  copy  is  going  to  each 
member  of  the  committee,  not  only  the  members  who  ard  here  today 
but  the  members  who  are  not  here.  I mean,  members  who  were  here 
yesterday,  but  the  members  who  are  not  here,  and  anything  else — any 
material  that  we  may  have — efforts  will  be  made  by  counsel  to  sub- 
mit it. 
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Mr.  Weichel.  Mr.  Chairman,  I had  in  mind  a letter  sent  to  the 
19  companies  asking  every  one  of  them  a lot  of  questions.  Now  we 
are  going  to  sit  here  and  listen  and  go  over  each  one  of  these  questions 
again — you  will  be  here  for  6 months. 

The  Chairman.  I quite  agree  with  you,  and  I do  not  think  that  that 
is  necessary. 

Mr.  WeJichel.  The  members  of  the  committee,  after  all,  are  the 
persons  who  are  conducting  this,  and  we  should  have  a copy  of  that 
so  that  if  jwe  desire  to  question  any  witness  on  it,  we,  the  committee, 
will  determine  who  they  are  going  to  question  with  reference  to  all 
of  this  material  we  do  not  have. 

Mr.  Coles.  I will  have  that  within  5 minutes.  Mr.  Jones  is  securing 
it  now,  Mr.  Chairman. 

Mr.  Weichel.  I agree  with  Mr.  Bradley;  we  do  not  know  what 
anybody  has  here,  and  we  should  be  supplied  with  that  for  questioning. 

The  Chairman.  We  will  supply  any  member  of  the  committee  who 
desires  it  with  any  and  all  information  that  we  have. 

Mr.  Coles.  A duplicate  letter  went  to  all  the  companies,  Mr.  Weichel, 
with  one  exception.  That  is  the  letter  to  the  Kaiser  Co.,  Inc. 

Mr.  Weicilel.  I am  now  talking  about  the  answers. 

Mr.  Coles.  I have  given  you  now  the  copy,  I think,  of  all  the  Kaiser 
answers,  ajid  I will  see  you  get  the  answers  to  all  of  them. 

Mr.  Weichel.  Are  the  rest  of  them  printed  ? 

Mr.  Contes.  We  do  not  have  them,  Mr.  Weichel,  because  in  many 
cases  they  gave  us  one  copy ; in  other  cases,  several. 

Mr.  Weichel.  How  long  have  you  had  these  in  this  book  ? 

Mr.  Coles.  I have  had  it  for  about  2 weeks — 3 weeks. 

Mr.  Weichel.  Why  were  not  copies  supplied  for  all  members  of  the 
committee  ? 

The  ChJirman.  All  right — anything  that  is  desired,  we  will  try  to 
furnish  it., 

Mr.  Coles.  We  can  give  you  summaries  of  all  of  them,  if  you  like, 

Mr.  Weichel,  prepared  by  the  committee’s  staff. 

The  Chairman.  Every  effort  will  be  made  to  supply  the  members 
of  the  committee  with  wihatever  the  members  of  the  committee  may 
wish.  Mr.  Bradley  wishes  a copy  of  some  of  them,  too. 

Mr.  Brapley.  Have  you  got  an  extra  copy? 

Mr.  Col3S.  Mr.  Kaiser,  you  stated  that  you  do  not  know  the  total 
amount  of  the  investment  in  the  six  yards.  Do  you  know  your  total 
investment  in  Kaiser  Co.,  Inc.,  one  of  the  six  yards? 

Mr.  HeiIry  Kaiser.  Those  are  accounting  records,  and  I give  them 
to  you.  As  I said,  I would  like  to  answer  that  question.  We  are 
checking  with  our  staff  on  the  west  coast,  where  the  records  are 
located,  as! to  the  amount  of  our  investment  in  the  physical  facilities, 
and  we  wi)l  furnish  you  the  information  for  the  record  when  it  has 
been  gathered  together. 

(Exhibit  35  gives  an  additional  written  answer  by  Mr.  Kaiser.) 

The  Chairman.  Very  well ; go  ahead. 

Mr.  Cotes.  The  War  Production  Board  show  that  there  is  under 
$1,000,000  of  investment.  Have  you  any  reason  to  dispute  that? 

.Mr.  Henry  Kaiser.  No;  I would  not.  I haven’t  any  reason  to 
dispute  that.  I haven’t  any  reason  to  dispute  it. 

Mr.  "W ei|chel.  Where  is  this? 
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Mr.  Coles.  I have  here  the  records  of  the  War  Production  Board 
in  a publication  known  as  War  Manufacturing  Facilities  Authorized 
Through  August  1944,  and  it  is  marked  at  the  place  of  the  Kaiser  Co. 

Mr.  Weichel.  Is  that  introduced  now,  that  we  can  question  on  it? 

Mr.  Coles.  We  can  put  it  in  evidence  if  you  like,  Mr.  Weichel. 

Mr.  Weichel.  Well,  if  that  is  what  we  want,  let  us  put  it  in — all  of 
them. 

Mr.  Coles.  May  that  be  marked  as  “Exhibit  No.  5,”  Mr.  Chairman? 

The  Chairman.  It  will  be  so  marked. 

(Document  so  described  was  received  and  marked  “Exhibit  No.  6.”) 

Mr.  Coles.  I suggest  that  in  publication  we  only  publish  the  ap- 
plicable portions  because  as  you  can  see,  it  is  a very  large  volume. 

Mr.  Henry  Kaiser.  Wait  a minute.  I cannot  confirm  that,  nor 
can  I dispute  it,  as  you  say. 

The  Chairman.  All  right. 

Mr.  Coles.  Now,  we  went  back  yesterday  and  asked  you  what  part 
of  the  work  in  the  building  of  the  Kaiser  Co.,  Inc.,  yards  was  subcon- 
tracted, and  you  were  going  to  get  us  that  and  the  names  of  the  sub- 
contractors. 

Mr.  Henry  Kaiser.  Here  is  the  answer  I have  got  [reading] : 

As  I liave  said,  moreover,  most  of  tbe  subcontractors’  bids  were  on  a fixed 
price,  competitive  bidding  basis.  We  do  not  know  and  cannot  know  the  profits 
which  these  subcontractors  made,  but  perhaps  you  can  get  that  information  from 
the  War  Contracts  Price  Adjustment  Board.  We  will  be  glad  to  furnish  the 
names  of  these  subcontractors,  of  whom  there  were  hundreds. 

Mr.  Coles.  Were  you  able  to  determine  which  of  those  subcontrac- 
tors, if  any,  were  related  to  the  Kaiser  Co.  or  to  the  companies  which 
comprise  the  so-called  Six  Companies? 

Mr.  Henry  Kaiser.  In  order  that  the  record  may  be  clear,  neither 
the  Kaiser  family  nor  any  of  the  Kaiser  companies  had  any  interest, 
directly  or  indirectly,  in  any  subcontractor’s  firm  or  any  subcon- 
tractor who  built  any  facilities  of  the  shipyards. 

Mr.  Coles.  Were  any  of  the  subcontractors  affiliates  of  the  so-called 
Six  Companies  ? 

Mr.  Henry  Kaiser.  Not  to  our  knowledge. 

Mr.  Coles.  Now,  Mr.  Kaiser,  going  over  to 

Mr.  Henry  Kaiser  (interposing).  No;  I do  not  believe  they  were, 
really.  J ’ 

The  Chairman.  You  have  answered  the  question.  You  said  “not 
to  your  knowledge.” 

Mr.  Coles.  Now,  Mr.  Kaiser,  going  over  to  the  records,  we  show 
that  you  had  cost-plus-a-fixed-feo  contracts,  price-minus  contracts 
and  fixed-price  contracts.  The  records  furnished  by  you  for  the 
Kaiser  Co.,  Inc.,  show  $46,883,000  was  the  total  amount  of  fees  and 
profits.  Now,  I should  like  to  go  over  to  your  fixed-price  contract, 
as  I discussed  with  your  attorney,  yesterday,  and  call  attention  to  one 
contract,  No.  28994,  which  was  for  the  35  C-4  type  ships.  Are  you 
familiar  with  that  contract? 

Mr.  Kaiser.  No ; I am  not  familiar  with  it. 

Mr.  Coles.  I spoke  to  Mr.  Cutler  about  it  yesterday  and  told  him 

we  would  question  you  on  the  basis  of  it  today. 

The  Chairman  Mr  Kaiser  is  not  familiar  with  it,  and  whoever  is 
familiar  with  it  should  be  sworn  as  a witness  and  testify  later.  We 
have  got  to  have  some  orderly  procedure  here. 
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Mr.  Coles 
you  not  have 


Well,  then  divide  that  up  into  the  two  contracts.  Did 
_yLPLtJ1.,L  „„ ...  a group  of  eost-plus-a-fived-fee  contracts  for  the  construc- 
tion of  C— 4 ships,  in  the  Kaiser  Co.,  Inc.  ? 

Mr.  Henry Kaiser.  No;  they  were  fixed  prices. 

Mr.  Cole  si  They  were  originally  cost-plus-fixed-prices? 

Mr.  Henry  Kaiser.  No.  . . 

Mr.  Coles  Is  it  not  true,  Mr.  Kaiser,  that  they  were ? 

Mr.  Henry  Kaiser.  They  were  fixed  price.  They  were  either  fixed 

price  or  a selective  price.  , . _ , , „ n . 

Mr.  Coles.  Is  it  not  true  that  originally  the  contract  for  these  G-4 
ships  was  onj  the  cost-plus-a-fixed-fee  basis,  and  that,  after  26  of  those 
ships  had  been  delivered,  and  the  total  contract  was  89.8  percent  com- 
pleted, it  wa|s  transferred  to  a fixed-price  contract? 

Mr.  Henry  Kaiser.  No  ; not  to  the  best  information  I have,  that  is 

not  correct 

The  Chairman.  It  seems  to  me  you  should  finish  with  the  present 
witness,  and  put  the  other  witness  on,  if  he  wants  to  appear. 

Mr  Coles.  Now,  Mr.  Kaiser,  getting  over  to  another  contract,  which 
is  No.’  28948,  which  amounts  to  $168,400,000,  was  that  not  changed  to 
a cost-plus? 

Mr.  Henry  Kaiser.  I would  like  to  have  my  son  answer  that. 

The  Chairman.  Your  son  is  going  to  answer  it?  Will  you  stand 
up.  Do  you1  solemnly  swear  that  the  evidence  you  will  give  will  be  the 
truth,  the  whole  truth,  and  nothing  but  the  truth,  so  help  you  God  ? 

Mr.  Edgar  Kaiser.  I do. 

TESTIMONY  OF  EEGAK  F.  KAISEK 

Mr.  Coles.  Now,  if  I may  return  to  the  previous  contract  a moment, 
I show  you,  here,  from  the  exhibit  furnished  by  you,  a statement  which 
shows  the  fixed-price  contracts,  and  show  you  a fixed-price  contract, 
No.  28994  for  C-4-type  ships,  to  the  number  of  35,  and  the  total  volume, 

$354,000,000  plus.  . '■  » 

The  Chairman.  This  question  is  propounded  to  Mr.  Kaiser,  senior  5 

Mr.  Coles.  Or  junior,  Mr.  Chairman— whoever  can  answer  it. 

The  Chairman.  Well,  I want  to  know  who  is  going  to  answer  it. 

Mr.  Coles.  Do  you  recall  that  contract  ? 

Mr.  Edgar  Kaiser.  Yes.  There  were  two  contracts. 

Mr.  Coles.  Originally,  there  were  two  contracts,  were  there  ? 

Mr.  EdgaIr  Kaiser.  That  is  right. 

Mr.  Coles.  And  were  those  original  contracts— — 

The  Chairman.  Answered  by  Sir.  Kaiser,  junior. 

Mr.  Edga|r  Kaiser.  They  were  originally  fixed-price  contracts. 

Mr.  Coles.  The  information  we  have  is  that  they  were  originally 
cost-plus-a-fixed-fee  contracts,  Mr.  Kaiser. 

Mr.  Edgar  Kaiser.  I am  quite  sure  they  were  fixed  price. 

Mr.  Coles.  And  it  is  also  our  information,  and  perhaps  this  will 
refresh  youf  recollection,  that  after  the  ships  had  been  completed,  after 
26  had  been  completed,  it  was  transferred  to  a fixed-price  contract  from 
a cost-plus  basis.  Are  you  familiar  with  that  ? 

The  Chairman.  The  question  is  either  to  Mr.  Kaiser,  senior,  or 
junior. 
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Mr.  Edgar  Kaiser.  To  the  best  of  my  knowledge,  there  was  a letter 
of  intent  issued  to  the  Vancouver  Shipyard,  and  to  Kaiser  Co.,  Inc., 
to  the  Richmond  No.  3 shipyard  of  Kaiser  Co.,  Inc.,  for  an  aggregate 
total,  of  35  C-4’s.  That  letter  of  intent  provided,  to  the  best  of  my 
knowledge— now  we  can  furnish  it  to  the  record— that  there  would 
either  be  a plus-cost,  basis  or  a fixed-price  basis.  So  far  as  I know, 
there  was  never  a cost-plus  basis  on  the  C-4,  any  of  those  35  C-4 
vessels,  and  the  contract  was  finally  signed,  to  the  best  of  my  knowl- 
edge, on  a fixed-price  basis. 

Mr.  Codes.  Does  it  refresh  your  recollection  to  recall  that  the 
maximum  fee  payable  for  those  ships  originally  was  $102,500  per  ship  ? 

Air.  Edgar  Kaiser.  No,  sir ; I do  not  remember  that  figure  at  alh 
, , ^ n°f  true,  then,  to  phrase  the  question  differently, 

that  that  fixed-price  contract  was  signed  after  26  of  the  ships  hacl 
already  been  delivered? 

Mr.  Edgar  Kaiser.  That  I do  not  know  for  sure,  but  it  was  signed. 

, r Eeaddey.  Mr.  Kaiser,  will  you  please  raise  your  voice,  because 
this  is  not  a private  conversation  between  you. 

Mr.  Edgar  Kaiser:  I am  not  sure. 

Mr.  Bradley.  We  want  to  hear  it.  ' 

Mr.  Edgar  Kaiser.  The  letter  of  intent  to  the  best  of  my  knowledge 
was  never  changed.  The  letter  of  intent  was  issued,  to  be  a fixed 
price  or  a price  minus. 

mimis?BEADLET'  WeU’  {t  W£lS  at  that  time  a fixcd  Price  or  a Price 


Mr.  Edgar  Kaiser.  I he  letter  of  intent  authorized  either  way  that 
could  be.  lo  the  best  of  my  knowledge  the  contract  was  signed  as  a 
fixed-price  contract.  It  was  signed  after  some  of  the  ships  had  been 
delivered,  whether  it  was  26,  10— I do  not  remember.  We  can  furnish 


(Exhibit  35  gives  an  additional  written  answer  by  Mr.  Kaiser  ) 
fJ,  he  Chairman.  I 'would  suggest  also  to  counsel  that  where  the 
facts  can  be  established  from  other  records  available,  wo  would  rather 
not  go  into  it. 

Mr.  Edgar  Kaiser.  That  is  right. 

Mr.  Weighed.  Mr.  Chairman,  it  seems  to  me  that  the  Maritime 
Commission  who  dealt  on  behalf  of  the  Government  and  went  into 
all  of  these  things  with  reference  to  contracts  with  Kaiser  or  anybody 
else,  with  reference  to  the  building  of  ships,  that  we  should  getthe 
information  from  them  as  to— say— what  they  paid,  and  then,  if  Mr 
Kaiser  says  they  did  not  pay  it,  why,  that  is  one  thing,  but  to  come 
out  here  on  cross-examination  without  introducing  anything  which 
+,  6 Government  has>  70u  wdl  never  anywhere.  It  seems  to  me 
there  should  be  records  of  the  Maritime  Commission  and  that  wC 
evei  the  present  custodmns,  they  should  have  had  that  all  together 
Mr.  Kaiser16’  W1*h  referenco  to  a11  the  contracts  with  reference  to 

Mr.  Coles.  Mr.  Weichel,  I have  here— 
body  WeI0HEIj  (“rierposing).  Have  them  introduced  here  by  some- 

Mr.  Coles.  I should  like  to  introduce  as  exhibit  6 the  Maritime 
concerSng^t!  °f  ^ transaction  and  thoir  recommendation 
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Mr.  IVeichel.  Well,  now,  with  reference  to  the  Maritime  Commis- 
sion’s record,  introducing  it  without  them,  if  you  are  going  to  offer 
some  records  in  here  from  the  Maritime  Commission,  with  people 
from  the  Maritime  Commission,  somebody  might  like  to  ask  the  Mari- 
time Commission  something  about  the  record,  but  just  to  stick  a piece  of 
paper  in  here  and  then  ask  somebody  else,  we  are  never  going  to  get 
anywhere.  jNo  one  else  is. 

Mr.  Coles.  They  will  be  introduced. 

Mr.  Weioiiel.  Somebody  of  the  Maritime  Commission— the  proper 
person,  if  he  knows  about  it,  so  he  can  be  asked  about  it. 

The  Chairman.  We  will  endeavor  to  get  anything  that  any  member 
of  the  committee  desires. 

Mr.  Coles.  Now,  at  the  time  that  the  contract  was  entered  into,  on 
May  17,  1945,  had  26  of  these  vessels  been  completed? 

Sir.  Edgap  Kaiser.  Do  you  ask  me  a question? 

Mr.  Coles.  I am  referring  to  this. 

Mr.  Edgar  Kaiser.  That  may  be  so.  I am  not  sure. 

Mr.  Coles.  At  that  time,  then,  the  full  price  of  the  vessel  was  known ; 
is  that  correct  ? 

Mr.  Edgar  Kaiser.  No,  sir ; that  is  not  correct. 

Mr.  Cole;s.  After  26  vessels  had  been  completed? 

Mr.  Edgar  Kaiser.  That  is  right. 

Mr.  Coles.  You  did  not  know  the  cost  of  it  ? 

Mr.  Edgar  Kaiser.  Not  the  full  price  of  all  of  the  vessels,  there 
were  certaih  changes  constantly  being  made  in  those  vessels  as  we  were 
proceeding  You  see,  the  contract  was  originally  let  to  the  two  yards 
for  10  C — l troop  transports  to  be  built  at  Richmond  Shipyard  JN  o.  6y 
and  25  to  be  built  at  Kaiser  Co.,  Inc.,  and  Vancouver  Shipyard.  It 
was  then  modified  to  build  5 only  at  Richmond  and  30  at  Vancouver. 

It,  was  then  changed  to  build  12  of  them  as  troop  transports  and  8 as 
cargo  vessels  and  10  were  deleted  from  the  contract.  These  changes 
did  not  all 'occur  at  one  time.  They  occurred  after  the  letter  oi  intent 
was  issued,  and  as  the  theater-of-war  operations  were  changing  and 
the  requirements  for  these  vessels,  these  changes  came  through. 

(Document -so  described  was  received  and  marked  Exhibit  JNo.  7.  ) 

Mr.  Coles.  Did  the  profit  on  the  last  five  of  those  vessels  not  amount 

to  $520,000  per  ship  ? . . 

Mr.  Edgar  Kaiser.  As  I recall  it,  there  was  a recapture  provision 
in  the  fixed-price  contract,  providing  that  if  we  earned  more  than 
$520,000  we  would  repay  to  the  Commission  any  profits  m excess  ot 

that  amouht  per  vessel.  , „ 

Mr.  Coles.  Did  you  earn  more  than  that  amount  per  vessel  ( 

Mr.  Edgar  Kaiser.  The  records  at,  Richmond  No.  3 on  those  vessels 
have  not  been  closed  yet  with  the  Commission,  and  at  Vancouver,  I 
think  they  have  been  closed,  and  I believe  we  earned  more,  and  re- 
capture has  been  paid;  but  I am  not  certain  on  that  point. 

Mr.  Coles.  So  that  you  made  $520,000  per  vessel  at  Vancouver  and 

returned  the  excess,  is  that  correct?  , 

Mr  EdJar  Kaiser.  Yes ; and  I think  that  applies  to  the  troop  trans- 
ports, and  I am  not  sure  about  the  recapturable  profit.  I do  not  think 
it  was  $520,000  on  the  cargo  vessels,  but  it  might  have  been ; I am  not 

SU(Exhibit  35  gives  an  additional  written  answer  by  Mr.  Kaiser.) 
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Mr  Coins.  Now,  referring  to  contract  No.  28948,  which  is  a con- 
tract for  C-4  vessels,  20  C-4  vessels,  for  $164,000,000,  do  you  recall 

^IL^EdgTr  Kaiser.  That  is  the  same  contract  that  we  are , tagjmg 
about.  That  is  the  Vancouver  contract,  and  the  other  one  is  the  Rich- 
mond contract,  I think.  , , , • 9 

Mr.  Coles.  Was  that  contract  changed  from  a cost-plus  basis . 

Mr.  Edgar  Kaiser.  No,  sir. 

Mr  Coles.  Under  that  contract . . , . . 

Mr!  Edgar  Kaiser  (interposing) . You  asked  if  it  was  changed  from 
a cost-plus  basis  to  a fixed-price.  It  was  not.  It  was  always  on  a 

fixed-price  basis.  . , , 

Mr  Coles.  I should  like  to  introduce  certain  comments  on  that. 

The  Chairman.  What  do  you  mean  by  the  comments  on  that  ( 

Mr.  Coles.  Just  a recapitulation,  Mr.  Chairman,  of  the  transactions 
involving  that  contract. 

The  Chairman.  By  whom? 

Mr.  Coles.  This  one  was  made  by  the  General  Accounting  Otlice. 

Mr.  Weichel.  Lot  us  have  that  presented  through  people  who  pre- 
pared this  business.  . _ . T,  . , f 

Mr.  Coles.  This  is  a recapitulation,  Mr.  Weichel.  It  quotes  from 

the  Maritime  Commission.  . 

Mr.  Weichel.  All  right,  but  let  us  have  it  from  the  Maritime  Com- 
mission, first.  Those  are  the  Government  records? 

Mr.  Coles.  Yes,  sir. 

Mr.  Weighed.  Now,  let  us  have  the  other. 

Mr.  Coles.  We  will  get  to  the  other. 

Mr.  Weichel.  Let  us  have  the  person  who  made  them  up,  so  we  can 
see  what  he  says  about  those. 

• Mr.  Coles.  Very  well,  sir.  . ,. 

The  Chairman.  The  Chair  rules  they  are  admissible  at  this  time, 
and  if  further  examination  is  desired,  that  can  be  called  for. 

Mr.  Weichel.  Well,  what  are  they? 

The  Chairman.  We  cannot  get  them  all  at  one  time. 

Mr.  Weichel.  But  what  are  they?  We  do  not  know  what  he  is 
talking  about.  We  do  not  have  copies.  This  is  getting  the  cart  before 
the  horse  on  every  one  of  these  things.  . . 

The  Chairman.  I am  afraid  we  have  to  have  it  done  m this  way. 

Mr.  Herter.  Mr.  Chairman,  I might  suggest  that  counsel  tell  us 
what  is  in  that  exhibit,  so  We  can  find  out  what  the  purpose  of  putting 
it  in  the  record  is. 

Mr,  Coles.  Yes,  Mr.  Herter ; the  last  exhibits  show  that  there  was 
a change  in  these  contracts  after  the  vessels  were  completed,  and  the 
changes  were  such  as  to  give  an  increased  profit  over  the  original 
intent,  and  the  original  contracts  to  the  Kaiser  Co.,  Inc. 

The  Chairman.  That  will  be  shown  by  the  language,  rather  than 
the  conclusion  of  counsel. 

Mr.  Weichel.  Mr.  Chairman,  the  proper  way,  it  seems  to  me,  to 
handle  this,  if  the  Government  made  the  contracts  and  then  changed 
them,  let  us  have  those  people  here  to  see  what  they  say  about  it,  and 
why  they  changed  them.  Let  us  get  the  information  from  the  source 

93488—46 6 
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where  the  money  ran  out  from,  but  not  where  it  was  received,  and  let 
us  get  the  business  right. 

The  Chairman.  We  will  undertake  to  have  them.  The  evidence 
is  admissible  now. 

Mr.  CoI.es.  Under  these  fixed-price  contracts,  Mr.  Kaiser,  was  there 
any  renegotiation  ? 

The  Chairman.  Mr.  Herter  asked  that  the  specific  language  be 
read,  that;  is  m the  exhibit. 

Mr.  Coins.  I beg  your  pardon.  Do  you  want  the  last  one? 

Mr.  Bradley.  The  language  that  indicates  the  point  that  you  are 
trying  to  bring  out,  indicating  that  there  was  a change. 

Mr.  Coins  (reading)  : 


°f  M^y  1^’  194®’ the  Commission’s  Committee  on  Awards,  consisting 
R P'vnu ?■  An<*erson>  William  A.  Weber,  Walston  S.  Brown,  and 
n.  P.  Mills,  submitted  to  the  Commission  recommendations  (prepared  by  Walston 
b.  Brown)  (hat  an  agreement  be  entered  into  with  Kaiser  Co.,  Inc.,  providing  a 
fixed  price  Of  $354,090,000  for  the  construction  of  35  C-4  vessels. 

And  I might  ask  parenthetically,  is  Mr.  Brown  employed  bv  vour 
company  ijn  any  capacity  now  ? 

Mr.  Edqar  Kaiser.  No. 

Mr.  Coles  (reading)  : 

pZ™i£r0Pf segment,  prepared  by  Walston  Brown  and  approved  by  the 
Committee  on  Awards  is  as  follows : 

ttf^aiser  C|o.,  Inc.,  entered  into  a contract  under  date  of  January  9,  1942,  which 
contract,  as,amended,  provided  for  the  construction  of  30  design  C-4  vessels  at 
he  shipyard  known  as  Richmond  yard  No.  3.  Work  under  this  contract  will  not 
be  compietejl  for  several  months.  Under  date  of  May  4,  1943,  the  Commission 
entered  into  a letter  of  intent  which  provided  that  a fixed- 
puce  contract  will  be  made  covering  the  construction  of  an  additional  five  c-4 
vessels  whieji  are  now  scheduled  for  delivery  during  the  last  half  of  this  year. 

Proposed,  in  January  of  this  year,  to  enter  into  a fixed-price  con- 
Tu  i ^ conf™f 1 10a  of  aU  35  vessels  called  for  by  the  existing  con- 

Divisinn  °r  1mten.t  Af„tef  tbis  Proposal  was  received  the  Finance 

Dmslon  made  a caioful  review  oi  the  costs  Incurred  in  connection  with  the 
oni,of  t le  ®rst  30  vessels,  the  contract  for  which  was  on  the  so-called 
price-minus  tosis.  As  a result  of  this  it  was  determined  that  the  costs  so  far 
ther  vWith  estIPated  cost  of  completing  the  contract  work, 
nlVuP.PLfi  tt  ranCp  contingencies  was  the  sum  of  approximately  $303,200,000. 
Representatives^!:  the  contractor  agreed  to  accept  a contract  price  equal  to  this 
cost,  together  with  an  amount  to  cover  profit  and  contingencies. 

is  HU00  Cioted  Ja.naary  9i  1042 ’ as  amended,  the  minimum  fee 

is  $100,000  for  each  of  10  vessels,  and  $102,500  for  each  of  the  remaining  20 
vessels.  The  maximum  fee  is  $518,000  per  vessel.  Since  the  costs  definitely 
*jh®.  target  price  of  $6,235,000  per  vessel  stated  in  the  contract,  and  the 
S o i try  dates  are  much  later  than  those  set  forth,  It  would  appear 
that  the  eoiijtractor  should  be  entitled  to  receive  as  profit  not  more  than  the 
“V1™  f«f;  ^ugh  the  increased  cost  and  delays  may  In  large  measure  be 
attributable  ,to  the  numerous  changes  in  plans  and  specifications  made  bv  the 
Commission  at  the  request  of  the  War  Department  and  lated  by  the  Navy  De- 

liniNu111'  T,.”'88  tlierefore  decided  to  recommend  that  the  contractor  agree  to 
limit  the  propt  on  account  of  the  30  vessels  covered  by  the  contract  dateif  Janu- 
ary 4942’ t0  the  s«m  of  $3,050,000  the  minimum  fee  specified  in  such  contract. 

, contractor  has  pointed  out  that  this  profit  is  approximately  1 percent 
of  costs  incurred,  ana  that  on  account  of  the  disallowances  hereafter  referred 
P?  approximately  y,  percent  of  such  costs.  The  contractor 
nrfee  fnr^hahn nded  ithat  5 hberal  contingency  should  be  allowed  in  the 

of  the  total  e«HVeSSie1?’  a”?  aske<3  that  such  contill§ency  be  placed  at  iy2  percent 
", Le  . , .estimated  cost,  or  approximately  the  sum  of  $4,500,000.  The  com- 

mittee, m lieu  of  this,  suggested  a contingency  of  approximately  S3  800  000 
“ .I8  8CCFtable  ,t0 , t]Je  contractor.  The  afore-mentfonlTcM^ 
not  cover  the  jContractor  s liability  on  account  of  violation  of  the  Fair  Labor  Stand- 
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ards  Act.  These  violations  which  came  about  by  making  deductions  from  the 
pay  of  exempt  employees  at  the  direction  of  the  Commission,  and.  classifying 
■certain  employees  as  administrative  and  executive  with  the  approval  of  the  Com- 
mission, give  rise  to  a total  liability  which  may  equal  the  sum  of  $2,000,000. 
The  contractor  has  requested  that  this  amount  be  included  in  the  contract  price, 
upon  the  understanding,  however,  that  if  the  total  payments  which  it  is  required 
to  make  on  account  of  liabilities  incurred  under  the  Fair  Labor  Standards  Act 
shall  actually  be  less  than  such  amount,  the  contract  price  may  be  correspond- 
ingly decreased. 

“The  contract  price  for  the  remaining  five  vessels  should  be  the  same  as  that 
recommended  for  the  vessels  of  identical  design  to  be  built  by  the  same  company 
■at  the  Vancouver,  Wash.,  yard.  Such  price  is  $8,000,000,  but  does  not  include 
the  performance  of  joiner  work  by  the  contractor.  The  estimated  cost  of  joiner 
work  is  $538,000  per  vessel,  making  the  total  contract  price  for  the  last  five 
vessels  the  sum  of  $8,538,000  per  vessel.  Adding  such  contract  price  to  the 
$312,000,000  for  the  first  30  vessels  will  make  a contract  price  of  $354,600,000. 

“In  the  memorandum  from  this  committee  in  regard  to  an  award  of  contract 
for  the  construction  of  C-4  vessels  at  Vancouver,  Wash.,  it  is  recommended  that 
all  profits  in  excess  of  $520,000  per  vessel  bo  subject  to  recapture.  This  would 
equal  $2,600,000  for  the  five  vessels  at  Richmond  covered  by  the  letter  of  intent. 
Adding  this  to  the  minimum  fee  of  $3,050,000  to  be  allowed  as  profit  on  the  30 
vessels,  the  Commission  will  recapture  all  profits  in  excess  of  $5,650,000. 

“In  determining  costs  for  recapture  the  contractor  should  not.  have  substan- 
tially more  favorable  treatment  in  respect  of  the  costs  incurred  for  the  construc- 
tion of  the  30  vessels  than  it  would  have  under  the  price-minus  contract.  There 
have  been  disallowed  from  costs,  or  withheld  by  the  contractor  from  applications 
for  payments,  to  date,  charges  amounting  to  $1,597,504.20.  The  Finance  Division 
has  reviewed  these  disallowances  and  determined  the  charges  totaling  $231,- 
228.25  included  therein  should,  have  been  allowed.  It  is  therefore  recommended 
that  the  contract  provide  that'  both  parties  agree  for  the  purpose  of  determining 
profits,  the  sum  of  $1,366,276  shall  be  disallowed  from  cost  on  account  of  the 
disallowances  heretofore  made  by  the  Commission. 

“As  has  been  pointed  out  above  the  contract  price  recommended  contains  a 
substantial  allowance  to  cover  contingencies.  In  view  of  this,  and  the  fact  that 
Kaiser  Co.,  Inc.,  is  engaged  in  other  activities,  it  is  believed  that  special  provi- 
sions should  be  made  for  withholding,  at  the  Commission’s  option,  a sufficient 
amount  to  protect  recapture,  rather  than  to  make  the  usual  provisions  for  pay- 
ment of  the  full  amount  of  the  contract  price  upon  delivery  of  the  last-vessel. 
Such  provision  should  have  the  effect  of  permitting  the  Commission  to  withhold 
(i)  part  or  all  of  the  $5,800,000  contingency  which  includes  that  for  restitution 
paid,  contained  in  the  unadjusted  price  for  the  30  vessels,  (ii)  the  slum  of 
$1,600,000  which  represents  the  normal  hold-back  from  the  contract  price  specified 
for  the  five  vessels,  and  (iii)  sucli  additional  amount  as  the  Commission  may 
determine  at  any  time  to  be  necessary  in  order  to  protect  its  rights  of  recapture, 
but  not  to  exceed  the  sum  of  $3,000,000. 

“recommendation 

“It  is  recommended  that  the  Commission  enter  into  a contract  with  Kaiser 
Co.,  Inc.,  in  accordance  with  the  provisions  outlined  in  this  memorandum.” 

Then,  following  through,  are  comments  made,  I believe,  by  a repre- 
sentative of  the  General  Accounting  Office.  [Reading:] 

Although  the  letter  of  intent  states  that  the  contract  will  be  dated  as  of  May 
2,  1944,  and  numbered  Mcc-28994,  such  contract  is  dated  as  of  April  1,  1945, 
but  was  actually  approved  by  the  Commission  May  17, 1945. 

As  of  May  17,  1945,  progress  of  completion  of  the  35  vessels  was  as  follows : 
26  vessels  delivered,  5 hulls  launched,  3 keels  laid,  1 keel  unlaid. 

The  progress  reports  reflect  percentage  of  completion  of  the  vessels  as  of 
April  30,  1945,  and  May  31,  1945,  as  follows — 

And  then  there  is  a recapitulation  showing  the  percentage  of  com- 
pletion of  the  various  vessels. 

Mr.  Henry  Kaiser.  Mr.  Chairman. 

Mr.  Coles.  Excuse  me;  I will  finish  this,  if  I may.  The  rest  has- 
to  do  with  this  [reading]  : 
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In  the  evert  the  vessels;  were  delivered  as  incomplete  (progress  reports  show 
100-percent  complete)  there  may  exist  an  overlapping  of  payments  under  the  con- 
tracts and  settlements  thereunder. 

Attention  is  invited  to  the  statement  in  the  first  paragraph  of  the  memoran- 
dum— ■ 

“Under  dat  i of  May  4,  1943,  the  Commission  and  Kaiser  Co.,  Inc.,  entered  into 
a letter  of  intent  which  provided  that  a fixed-price  contract  will  be  made  cover- 
ing the  const! uction  of  aditional  five  C-4  vessels.  * * *” 

The  letter  of  intent  referred  to  is  dated  May  4,  19-14,  and  provides  for  the 
construction  pf  10  additional  C-4  vessels  (hulls  2383  to  2392)-,  5 of  which  (hulls 
2388  to  2392)  were  canceled,  and  said  letter  of  intent  provides  that  the  contract 
will  be  either  upon  a iixed-price  or  the  so-called  price-minus  basis. 

It  will  be  r.oted  that  as  a result  of  establishing  a fixed-price  contract  for  the 
last  five  vessels,  the  contractor  is  allowed  a profit  thereon  of  $520,000  per  vessel 
as  compared  With  $100,000  per  vessel  for  the  first  10  and  $102,500  per  vessel  for 
the  next  20  vessels.  In  other  words,  the  contractor  is  allowed  a profit  per  vessel 
on  the  last  5 Vessels  which  exceeds  the  profit  per  vessel  on  the  first  30  vessels  by 
more  than  five  times  as  follows — 

Then  they  show  by  group  1,  of  10  vessels,  they  made  a profit  of 
$1,000,000,  ivhieli  is  $100,000  per  vessel ; on  group  2,  which  is  20  vessels, 
they  made  a profit  of  $102,500  per  vessel,  which  is  $2,050,000;  and  on 
.group  3,  which  is  just  the  5 vessels,  they  made  a profit  per  vessel  of 
$520,000,  which  is  a total  of  $2,600,000,  giving  the  total  on  this  con- 
tract of  $5,050,000.  [Reading :] 

The  record^  of  the  Commission  show  that  as  of  May  17,  1945,  keels  for  four 
of  the  last  five  vessels  had  been  laid  and  one  hull  had  been  launched. 

Mr.  Edgar  Kaiser.  Mr.  Chairman. 

Mr.  Weicjiiel.  Mr.  Chairman,  as  a member  of  the  committee,  now, 
who  wrote  that  as  a memorandum  ? 

Mr.  Coles.  This  was  provided  to  us,  at  our  request,  by  the  General 
Accounting!  Office. 

Mr.  WEicbiiEL.  By  the  General  Accounting  Office? 

Mr.  -Coleys.  Yes,  sir.  Excuse  me.  The  memorandum  was  written 
by  the  Maritime  Commission. 

Mr.  Weigh  el.  All  right.  Then  why  did  you  not  have  the  Maritime 
Commission  here  with  reference  to  these  contracts,  as  to  what  our 
Government’s  books  show,  to  whom  they  gave  the  profit,  and  then 
we  will  takp  care  of  the  fellow  who  got  too  much  profit  afterward ; 
but  who'  was  the  fellow  in  the  Government  who  gave  that?  That  is 
the  part  we  [want  disclosed  up  here,  first. 

Mr.  Corns.  Mr.  Weichel,  I will  have  the  names.  Admiral  Vickery, 
who  is  deceased 

Mr.  W EicjHEL.  Bring  the  people  from  the  Maritime  Commission  up 
here. 

The  Chairman.  Counsel  may  proceed  in  his  own  way.  It  is  im- 
possible to  get  all  the  evidence  at  one  time.  It  will  be  in  sequence. 

First,  the  facts  are  endeavored  to  be  shown,  and  then  there  may  be 
questions,  sjnd  then  the  producing  of  witnesses  that  will  establish 
them,  if  there  are  any  controversies. 

Mr.  Weichel.  Where  are  the  Government  records  on  it?  That  is 
what  the  people  did.  Let  them  come  up  here.  This  is  not  a proceed- 
ing to  shield  people  in  the  Maritime  Commission,  or  to  shield  Kaiser, 
or  anybody; else,  but  to  get  the  people  up  here  who  did  this,  and  who 
are  not  here! ; and  you  haven’t  got  them  here. 

The  Chairman.  Will  the  member  suspend  a minute?  As  long. as 
the  statement  is  made  that  this  is  not  a proceeding  to  shield  the  Mari- 
i 
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time  Commission  or  anybody  else,  the  chairman  desires  to  state  that 
t lerc  is  no  desire  on  the  part  of  the  committee  or  of  the  chairman  to 
sine  d anybody,  but  to  bring  the  facts  out  fully.  They  cannot  all  be 
brought  out  at  one  time.  The  order  m which  they  are  presented  may 
to  some  members  seem  mistaken.  If  so,  and  there  is  any  change  that 
can  be  made,  the  Chair  and  counsel  will  undertake  to  make  them,  but 
Hi  iuoccduTc  tliat  is  being  ^followed  is  the  procedure  that  has  been 
decided  to  be  the  best  way  to  present  the  facts,  giving,  an  opportunity 
members  of  the  committee  to  interrogate  any  witnesses  whom  they 
d“?re>  and  bave  them  brought  forward.  All  right.  Proceed  ' 

Mr.  Weichel  Mr.  Chairman,  when  are  we  going  to  get  the  Govern- 
ment  records  where  all  this  thing  came  from  ? That  is  what  we  want. 

When  are  we  going  to  get  them  ? 

^airman.  I may  also  say  it  is  the  intent  of  the  committee 
neither  to  exonerate  nor  to  excuse  anyone,  nor  to  crucify  anyone. 

What  we  desire  are  the  full  facts,  the  facts  in  their  fullest,  and  they 
cannot  always  be  proceeding  in  one  particular  way.  We  have  got  to 

f ' lot  bitter6  b<3St  Way  t mt  We  °an‘  Probably  Mr-  Weichel  could  do  it 

Mr.  Weichel.  I am  asking  about  the  Government  records.  We  still 
do  not  have  the  Government  records.  We  are  asking  somebody  else 

; peof  fe  here°Pini°n'  Th°re  are  n°  Govcrnmcri  t records,  nor  are  those 

The  Chairman.  Very  well ; we  will  proceed  with  what  we  have,  and 
wants  encleavor  to  Sct  tor  the  member  just  whatever  the  member 

n,yir-  B^Y2Y-  Mr-  Cbairman>  may  I say  for  Mr.  Weichel’s  benefit 
that  we  did  have  some  Government  records  here  yesterday,  from  the 
Maritime  Commission,  which  Mr.  Kaiser  immediately  challenged  and 
said  were  entirely  wrong. 

Mr.  Weichel.  I haven’t  seen  any  yet. 

The  Chairman.  We  want  to  give  him  an  opportunity.  He  is  here 

Waf  t0  gT  him  the  right  t0  fully  Produce  the  facts.’ 

We  are  not  going  to  crucify  or  excuse.  W o want  the  facts.  One  thing 
stands  out — that  we  won  this  war.  ® 

c/,[^R1T  With  reference  to  the  money  they  spent,  their  records 
b°w  tb°y  sPent  ll:,  and  to  whom  they  gave  it,  and  then  we 
could  check  as  to  whom  they  gave  it ; but  we  do  not  know  that. 

Chatrman-  If  any  member  is  dissatisfied,  the  executive  com- 
Wlb  be  called,  but  this,  is  not  the  place  for  debate  between 
members  of  the  committee. 

• Mv:  Goles-  Mly  Chairman,  we  have  notified  the  Maritime  Commis- 
be  Prf  cnt,  and  have  requested  them  to  give  us  full  information 
on  this,  and  I feel  confident  that  they  will  be  here  for  examination. 

to  get  them'  here?  ' K J d°  W®  wiU  USe  a11  the  P°wers  we  bave 

T.0^rvSDGAfnKnSER‘  ?Ir/1  Chairman,  now  that  I have  heard  the  letter 
read  fiom  the  Comptroller  General’s  Office,  I understand  the  con- 

*ba,VS  eXlstlllg:  we  are  not  even  talking  about  the  same  con- 
tracts, on  the  original  question. 

The  Chairman.  All  right;  tell  us  what  we  are  talking  about. 

Mr.  Kdgar  Kaiser.  Counsels  question  originally  was,  “Were  you 
awarded  any  CM  ships  on  a cost-plus  basis,  and  then  was  it  changed 
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to  a fixed-price?”  The  answer  is  still  “No”;  they  were  either  on  a 
price -mi nus  or  a fixed-price  basis;  but  the  first  30  ships  that  are  re- 
ferred to  in  the  letter  are  the  first  30  C-4  vessels  that  were  let  to 
Kaiser  Co.,  Inc.,  at  Richmond  No.  3,  in  January  1942.  That  was  let 
on  a price-fninus  basis.  The  contract  was  changed  to  35  vessels,  1 
think  in  ’44,  when  the  5 vessels  were  added  to  the  contract,  I hat  is 
why  the  record  appears  that  the  fees  were  changed,  or  the  recapturable 
profits  were  changed  on  the  vessels.  The  original  contract  provided, 
as  I recall  it,  for  a minimum  fee  of  $150,000  and  a maximum  fee,  1 
think,  of  six  hundred-and-some-odd-thousand,  depending  on  the  work 
don6> 

These  vessels  were  changed  four  or  five  times,  to  Navy  transports, 
then  Army  transports,  and  so  on,  through  four  or  five  changes.  1 he 
facility  cost  was  increased  as  a result  of  those  changes.  _ lhe  Mari- 
time Commission  arbitrarily,  we  said,  reduced  the  minimum  lee  to 
$102,000 — t believe  that  is  correct — when  the  contract  was  increased 
by  the  five  vessels,  which  was  done  in  ’44,  and  they  limited  the  profit 
on  the  first  30  vessels  to  the  figures  quoted  in  that  letter,  which  were 
approximately  $100,000  a vessel,  because  those  vessels  were  substan- 
tially completed;  but  on  the  new  vessels,  the  new  five  we  I ^ 

not  built  yet,  they  then  set  up  recapture  provisions  for  $520,000,  it 
we  made  rriore  than  that.  Those  were  a different  type  vessel,  lhey 
were  still  4 C-4,.  but  they  were  a different  designation  and  for  an  en- 
tirely different  purpose.  Even  those,  however,  were  changed  during 
the  perforfnance  of  the  contract  from  five  troop  transports  to  go  to 
the  Army,  to  three  to  go  to  the  Navy  and  to  two  to  go  as  cargo  vessels. 

Mr.  Conus.  Now,  there  was  a change  in  the  contract  to  a fixed-price 
contract  after  26  vessels  had  been  completed  ? . . . c . 

Mr.  Edgar  Kaiser.  Not  a change,  because  the  original  letter  o±  in- 
tent provided  price-minus,  which  is  the  same  as  the  fixed-price,  only 

it  amounts! to  a difference  in  the  recapture  provision.  , 

Mr.  Coles.  The  fixed-price  contract  was  signed  after  the  26  vessels 

had  been  completed,  is  that  correct? 

Mr.  Edgar  Kaiser.  Well,  only  because  the  five  were  added,  so  that 

it  made  a completely  new  picture. 

Mr.  Coles.  Very  well.  . 

Mr.  Edgar  Kaiser.  Not  because  anyone  was  changing  the  condi- 
tions on  tlie  original  26  or  30. 

Mr.  Coi'es.  But  at  the  time  the  fixed-price  contract  was  made,  the 
vessels  had  been  completed ; the  cost  was  substantially  known,  is  that 

correct ® ■, 

Mr.  Edgar  Kaiser.  And  the  profit  was  limited  to  $100,000  or  there- 
abouts on  those  vessels.  , 

Mr.  Coles.  But  under  that  contract  there  was  no  risk  of  loss,  was 

tli  ere  ? i 

Mr.  Edgar  Kaiser.  No— and  they  reduced  the  fee. 

Mr.  Coins.  All  right.  Now,  let  us  get  on  to  the  other  contract, 
which  is  the  one  for  $164,000,000,  that  we  referred  to  before.  Was  that 
contract  likewise  made  aftfr  most  of  the  vessels  were  completed  ? 

Mr.  Edgar  Kaiser.  No,  sir. 

Mr.  Coles.  It  was  not?  , , , 

Mr.  Edgar  Kaiser.  No.  Now,  I would  be  sure  we  are  talking  about 

the  same  contract. 
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Mr.  Coles.  All  right. 

Mr.  Edgar  Kaiser.  That  is  the  20  C^’s  ? 

Mr.  Coles.  C-4’s. 

Mr.  Edgar  Kaiser.  The  three  different  types,  at  Vancouver,  and  five 
at  Richmond,  which  were  added  to  the  original  30  ? 

Mr.  Coles.  Yes.  Was  that  settlement  not  made  January  15, 1946  ? 

Mr.  Edgar  Kaiser.  The  final  contract  may  have  been  signed  then, 
hut  the  settlement  was  made  considerably  in  advance  of  that. 

Mr.  Coles.  So  that  by  the  time  the  final  contract  was  signed,  the 
vessels  had  been  completed? 

Mr.  Edgar  Kaiser.  No,  sir. 

Mr.  Coles.  How  many  remained  to  be  completed. 

Mr.  Edgar  Kaiser.  I do  not  know. 

Mr.  Coles.  Were  there  some  of  them  completed? 

Mr.  Edgar  Kaiser.  At  the  time  that  the  negotiated  fees  were 
changed,  less  than— well,  I do  not  know,  really. 

The  Chairman.  Let  us  get  this  clear.  What,  do  they  do — make 
settlements,  and  then  make  contracts  to  agree  with  the  settlements  ? 

Mr.  Edgar  Kaiser.  Well,  sometimes  it  takes  counsel  some  time  to 
prepare  the  contracts  after  the  agreements  are  made. 

Mr.  Coles.  What  time  lag  was  there  here,  do  you  now  ? 

Mr.  Edgar  Kaiser.  I do  not  know. 

Mr.  Coles.  Was  the  contingency  allowance  allowed  under  these  con- 
tracts for  the  fixed  price  actually  to  be  paid  ? 

Mr.  Edgar  Kaiser.  I am  not  sure.  I would  have  to  check  on  that. 
I think  in  most  cases  there  was  an  amount  withheld  by  the  Commis- 
sion to  protect  it.  In  some  cases  of  the  fixed-price  based  contracts, 
I think  it  was  paid;  I am  not  sure.  I can  check  that  and  let  you 
know. 

Mr.  Coles.  Was  that  contingency  allowance  included  in  the  total 
profits  which  you  show,  or  not? 

. Mr-  Edgar  Kaiser,  I think  we  should  be  clear  as  to  what  the  con- 
tingency allowances  are.  They  are  for  wage  adjustments,  retroactive, 
to  be  approved  by  the  Wage  Stabilization  Board,  changes  in  classifica- 
tions,  or  other  items  of  that  nature. 

Mr.  Coles.  Was  there  any  surplus  of  those  contingency  funds  over 
and  above  your  actual  expenditures? 

Mr.  Edgar  Kaiser.  Well,  if  there  was,  it  did  not  make  any  differ- 
ence, because  of  the  recapture  provision  in  the  contract. 

(Exhibit  35  gives  an  additional  written  answer  by  Mr.  Kaiser.) 

Mr.  Coles.  That  is  what  I am  trying  to  get  at. 

Mr.  Edgar  Kaiser.  Right. 

Mr.  Coles.  It  was  recaptured,  was  it? 

Mr.  Edgar  Kaiser.  That  is  right. 

Mr.  Coles.  Now,  let  us  get  to  the  total  cost  of  contracts.  Our 
figures  are  that  the  total  cost  to  the  Kaiser  Co.  was  $1,658,000,000 
Is  that  correct  ? 

Mr.  Edgar  Kaiser.  To  the  best  of  our  knowledge  and  belief,  that  is 
correct.  ’ 


^ ri\  Coles.  Of  that,  $316,334,000  was  Government-owned  material 
supplied  to  you,  was  it  not? 

Mr.  Edgar  Kaiser.  That  is  correct,  according  to  our  records 
Mr.  Coles  Was  any  of  that  $1,342,000,000  of  material  which  you 
purchased,  which  you  put  into  the  ships,  purchased  from  a subsidiary 
company  or  an  affiliated  company?  J 
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Mr.  Edga4  Kaiser.  Not  to  my  knowledge. 

Mr.  Coles.  Where  do  you  get  your  engines? 

Mr.  Edgar  Kaiser.  The  turbines  came  from  Sun  Ship,  1 think,  tor 
those  ships,  I because  they  were  originally  bought  by  the  Government 
to  o-o  to  Sun,  then  were  transferred  to  us.  _ 

Mr.  Coles.  Did  you  buy  any  of  your  engines,  or  did  you  receive 

them  from  the  Joshua  Hendy  Iron  Works? 

Mr.  Edgar  Kaiser.  Not  for  the  Kaiser  Co.,  Inc. 

Mr.  Coles.  None  of  their  contracts? 

Mr.  Edgar  Kaiser.  Those  were  delivered  for  Liberty  vessels. 

Mr.  Coles.  Did  you  get  Liberty  engines  from  Joshua  Hendy  tor 
contractors  ? 

Mr.  Edgar  Kaiser.  We  did  not;  no. 

Mr.  Coles.  For  none  of  your  yards  ? ^ 

Mr.  Edgar  Kaiser.  We  got  Joshua  Hendy  engines,  but  they  were 
purchased  by  the  Maritime  Commission. 

Mr.  Coles.  In  how  many  vessels  were  those  Joshua  Hendy  engines 

installed  akKaiser  yards?  ,,  T « 

Mr.  Edgar  Kaiser.  Wo  are  talking  about  Kaiser  Co.,  Inc.  ? 

Mr.  Coles.  Well,  we  will  get  to  it  later.  . , 

Mr  Edgar  Kaiser.  Or  Kaiser  Co.?  No  Joshua  Hendy  engines,  to 
my  knowledge.  Now,  Joshua  Hendy  later  built  turbines  I do  not 
remember  whether  there  were  any  turbines  furnished  through  the 
Government  from  Joshua  Hendy  on  Kaiser  Co.,  Inc.  s,  jobs. 

Mr  Coles.  Well,  just  for  one  moment,  let  us  digress  from  Kaiser 
Co.,  Inc.  In  some  or  all  the  Kaiser  Co.  yards  which  built  Liberty  ships, 
were  Joshua  Hendv  engines  used? 

Mr.  Edgar  Kaiser.  Yes;  there  were  some  Joshua  Hendy 

Mr.  Cons.  Do  you  have  any  idea  of  the  number  of  Joshua  Hendy 
engines  that  were  used  ? 

Mr.  Edgar  Katser.  No  idea  at  all.  „ , 

Mr.  Coup.  Would  there  be  several  hundreds,  or  thousands,  ot  the 

engines  ? 

Mr.  Edgar  Kaiser.  None  purchased  by  us. 

Mr.  Coles.  But  purchased  by  the  Maritime  Commission  from  Joshua 
Hendy,  is  that  correct  ? 

Mr.  Edgar  Kaiser.  That  is  correct. 

Mr.  Coles.  What  was  the  average  cost  of  those ? 

Mr.  Edgar  Kaiser.  I do  not  know. 

The  Chairman.  What  is  Joshua  Hendy  Iron  Works  ? 

Mr.  Colrs.  I will  show  it  is  another  affiliate  of  the  Kaiser  companies. 
Is  that  not!  one  of  the  companies  controlled  by  the  so-called  six  com- 
panies ? | 

Mr.  Henry  Kaiser.  No.  , 

Mr.  Edgar  Kaiser.  Well,  in  answer  to  your  question,  I do  not  know 
what  the  cost  was  of  the  Liberty  engine,  whatsoever. 

Mr.  Coles.  Very  well.  Let  us  have  an  answer  as  to  whether  or  not 
Joshua  Hendy  is  controlled  by  Kaiser.  _ , „ . , ,r  . 

Mr.  EdgIar  Katser.  No;  Joshua  Hendy  is  not  controlled  by  Kaiser, 
and  never  was,  nor  was  it  at  any  time.  . TT  , 9 

Mr.  Conks.  Does  Kaiser  not  have  an  interest  m Joshua  Hendy  5 
Mr.  Henry  Kaiser.  It  has  a small  interest  in  it. 

Mr.  Coles.  And  is  not  the  remaining  interest  controlled  by  the  com- 
panies which  are  a part  of  the  Kaiser  group,  such  as  the  Bechtel  Co., 


Approved  For 


Release  2003/10/10  : CIA-RDP64B00346R000400060002-4 


Approved  For  Release  2003/10/10  : CIA-RDP64B00346R000400060002-4 

SHIPYARD  PROFITS  85 


the  General  Construction  Co.,  the  Utah  Co.,  the  Shea  Co.,  and  so  on? 

Mr.  Henry  Kaiser.  The  majority  interest  was  held  by  the  Moore 
Machinery  Co. 

Mr.  Edgar  Kaiser.  The  majority  interest  was  held  by  the  Moore 
Machinery  Co. — Charlie  Moore. 

Mr.  Codes.  But  the  Kaiser  group  do  hold  an  interest  in  Joshua 
Hendy,  is  that  right? 

Mr.  Henry  Kaiser.  Yes,  sir. 

Mr.  Coles.  Would  you  say  that  for  the  record? 

Mr.  Henry  Kaiser.  Yes. 

Mr.  Coles.  Now,  Joshua  Hendy  sold  engines  to  the  Maritime  Com- 
mission, is  that  correct? 

Mr.  Henry  Kaiser.  Yes,  definitely.  I can  go  further  on  that  and 
enlighten  you  further.  When  we  built  the  first  30  British  ships,  Gibbs 
& Cox,  T think,  purchased  the  engines. 

Mr.  Edgar  Kaiser.  They  were  the  procurement  agents. 

Mr.  Henry  Kaiser.  They  were  the  procurement  agents  for  the  Mar- 
itime Commission.  Gibbs  & Cox  were  procurement  agents  for  the 
Maritime  Commission,  and  I remember  when  the  first  British  ships 
came  up,  Gibbs  & Cox  called  me  up  and  said,  “We  are  up  against  it. 
I here  isn  t any  place  we  can  get  engines.  Is  there  any  way  that  you  can 
get  any  one . And  I told  them  that  I thought  possibly  Joshua  Hendy ; 
and  we  notified  J oshua  Hendy — Mr.  Moore — and  he  went  to  see  them. 
1 think  that  they  were  competitively  bidding;  I am  not  sure,  and 
they  furnished  engines  for  I do  not  know  how’  many  yards  through- 
out the  country.  I do  not  know  where  those  engines  went. 

Mr.  Coles.  Did  some  of  the  Joshua  Hendy  engines  go  into  the  Lib- 
erty ships  built  by  any  of  the  six  yards  ? 

Mr.  Henry  Kaiser.  Oh,  I am  sure  they  must  have. 

Mr.  Coles.  Now,  those  were  purchased  by  the  Maritime  Commis- 
sion from  Joshua  Hendy  Co.,  is  that  correct? 

Mr.  Henry  Kaiser,  t have  in  mind  they  were  purchased  by  Gibbs 
& Cox. 

Mr.  Coles.  Wo  are  not  talking  about  the  British  ships. 

■ Mr.  Henry  Kaiser.  No,  no. 

Mr.  Coles.  We  are  talking  of  the  general 

Mr.  Henry  Kaiser  (interposing).  I think  the  others  were. 

Mr.  Edgar  Kaiser.  I am  not  sure.  Gihbs  & Cox  might  have  bounht 
some.  ® 

Mr.  Coles.  But  they  paid  for  them  ? 

The  Chairman.  Wait  a minute.  We  do  not  want  confusion  here. 
We  want  to  show  here  the  answer  of  the  witness. 

Mr.  Edgar  Kaiser.  I will  strike  my  answer. 

Mr.  Henry  Kaiser.  Gibbs  & Cox.  * I am  satisfied  Gibbs  & Cox  were 
the  purchasing  agent  of  the  Maritime  Commission  for  a long  time 
and  I am  satisfied  they  purchased  a number  of  those  engines  for  the 
Maritime  Commission ; how  many,  I do  not  know. 

Mr.  Coles.  Was  Joshua  Hendy  Co.  given  a profit  on  the  engines  so 
purchased  for  the  account  of  the  Maritime  Commission? 

Mr.  Henry  Kaiser.  I think  you  should  call  Joshua  Hendy  for  that. 

Mr.  Coles.  Well,  do  you  have  any  doubt  but  that  a profit  was  paid 
to  them  ? Are  any  of  your  companies  in  business ! 
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The  Chairman  (interposing).  Just  a minute;  if  he  does  not 

know . 

Mr.  Henry  Kaiser.  I do  not  know.  I think  it  would. 

Mr.  Coles.  Did  you  answer  the  question,  Mr.  Kaiser,  Jr.? 

Mr.  Henry  Kaiser.  Well,  X really  do  not  know.  I do  not  like  to 
talk  about  [Joshua  IXendy,  when  their  representatives  are  here  now. 

They  can  give  you  all  the  facts.  I do  not  know.  I am  not  managing, 
and  I do  not  know  what  goes  on  in  the  company.  I am  not  a director. 

I am  merely  a stockholder  having  a small  percentage. 

Mr.  Colors . What  I am  trying  to  bring  out,  Mr.  Kaiser,  is  that 
Joshua  Hendy  Co.,  received  a profit  on  the  engines,  the  engines  were 
then  sent  over  to  the  Kaiser  yards,  and  the  Kaiser  yards  received  an- 
other profit ; is  that  not  correct  ? . 

Mr.  HeUry  Kaiser.  Well,  it  may  be.  I am  a stockholder  m Gen- 
eral Motors,  and  I may  have  gotten  a profit  on  automobiles  that  they 
sold  the  ya|rds ; I do  not  know. 

(Exhibit  35  gives  an  additional  written  answer  by  Mr.  Kaiser.) 

Mr.  ColIes.  Is  that  an  interesting  revelation  of  stockholding  in  a 
competing  company  ? Now,  this  material  that  you  put  into  your  ships 
was  all  supplied  by  the  Maritime  Commission,  or  reimbursed  to  you 
by  the  Maritime  Commission,  is  that  not  correct,  under  the  cost-plus 

contracts  ? j , . , 

Mr.  Eih;:ai;  Kaiser.  No.  We  bought  a considerable  portion  of  the 

material.  I , . . 

Mr.  Coles.  Yes;  but  were  you  not  reimbursed  by  the  Commission 

for  that  material  ? 

Mr.  Edgar  Kaiser.  That  is  correct. 

Mr.  Coles.  So  that  the  Commission  or  the  Government  paid  tor 
the  material  going  into  these  ships,  is  that  not  correct  ? 

Mr.  Edgar  Kaiser.  That  is  correct.  Now,  we  are  talking  about 
Kaiser  Co:,  Inc.  ? 

Mr.  CoLps.  Kaiser  Co.,  Inc. 

Mr.  Edgar  Kaiser.  AH  right. 

. Mr.  Coles.  Was  the  labor  paid  for  by  the  Government  on  all  these 
cost-plus-fjxed-fee  contracts? 

Mr.  Edgar  Kaiser.  Not  all  of  it,  but  most  of  it. 

'Mr.  Colics.  Was  the  interest  on  borrowed  capital  paid  for  by  the 
Government? 

Mr.  Edg  ar  Kaiser.  I do  not  know  the  answer  to  that  question.  I 
think  the  answer  is,  to  the  best  of  my  knowledge,  the  same  as  we  gave 
yesterday— about  half  of  it. 

Mr.  Coles.  About  half  of  it  ? 

Mr.  Edgar  Kaiser.  Might  have  been  a little  less.  We  are  checking 
that  question  and  will  furnish  the  answer. 

(Exhibit  35  gives  an  additional  written  answer  by  Mr.  Kaiser.) 

Mr.  Coles.  Thank  you.  Now,  Mr.  Kaiser,  were  the  management’s 
salaries  of  the  management  and  executive  personnel  paid  by  the  Mari- 
time Commission? 

Mr.  Edgar  Kaiser.  The  staff  that  was  on  the  job  doing  the  work, 
none  of  the  management  from  the  Henry  J.  Kaiser  Co.,  Oakland  office, 
which  had  a very 

Mr.  Coij.ES.  Did  you  get  a salary  of  $18,000  a year  from  Kaiser  Co., 
Inc.? 
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Mr.  Edgar  Kaiser.  Well,  I got  a total  salary  of  $18,000.  I do  not 
think  I got  it  all  from  Kaiser  Co.,  Inc.  I think  some  of  it  was  from 
Oregon  Shipbuilding. 

Mr.  Coles.  I think  the  records  show. 

Mr.  Edgar  Kaiser.  Well,  maybe  later  on  it  changed  over,  but  the 
total  was  $18,000.  s ’ 

Mr.  Coles.  W as  that  $18,000  paid  to  you  reimbursed  by  the  Mari- 
time Commission? 

Mr.  Edgar  Kaiser.  I think  it  was. 

Mr.  Coles.  Now,  what  nonreimbursable  expenses  did'  you  have  for 
the  Kaiser  Co.  ? What  were  they  for  ? 

Mi.  Edgar  Kaiser.  To  the  best  of  my  knowledge,  all  of  that  is  in 
that  book. 

Mr.  Coles.  That  deduction  was  $5,750,000.  Can  you  tell  me  what 
those  nonreimbursables  were,  and  whether  the  Government  should 
have  been  liable  for  them  ? 

Mr  Edgar  Kaiser.  May  I refer  to  the  list  ? We  do  not  have  the 
detail  exhibit  supporting  the  summary  figure  of  $5,750,000. 

Mr.  Coles.  Would  you  get  us  a break-down  of  that? 

Mr.  Edgar  Kaiser.  We  will. 

(Exhibit  35  gives  an  additional  written  answer  by  Mr.  Kaiser.) 

Mr.  Coles.  Now,  Mr.  Kaiser,  I assume  that  you  laid  out  money  for 
the  Government,  in  the  sense  that  you  paid  the  labor  and  then  you 
were  subsequently  reimbursed,  is  that  correct? 

Mr.  Edgar  Kaiser.  Yes;  that  is  correct. 

Mr.  Coles.  How  long  was  the  average  time  for  reimbursement  on 
expenditures  made  for  the  Commission’s  account  ? 

Mr.  Edgar  Kaiser.  I will  have  to  refer,  if  I may. 

Mr.  Coles.  Certainly. 

Mr.  Edgar  Kaiser.  Probably  about  a 2 y2  week  period,  on  the  aver- 
age. About  a 2i/2  week  period  on  the  average,  to  the  best  of  our 
knowledge. 

Coles.  And  during  that  2 weeks  you  were  a claimant  from 
the  Government  much  in  the  way  that  a 'bondholder  is  a claimant 
against  the  Government,  is  that  corect? 

Mr.  Edgar  Kaiser.  I do  not  know  about  that. 

_ ^r-  Coles.  But  I mean  you  have  a claim  for  money  against  the 
Government  ? 

Mr.  Edgar  Kaiser.  We  had  a claim  for  it. 

Mr.  Coles.  All  right ; let  us  go  back  for  a moment.  We  find  that 
the  material  was  paid  for  by  the  Government,  the  labor  was  paid  for 
by  tlie  Government;  at  least  part  of  the  interest  on  borrowed  capital 
used  was  paid  for  by  the  Government;  management  and  salaries  were 
paid  for  by  the  Government;  reimbursement  was  about  2i/9  weeks 
What  were  the  fees  paid  for? 

Mr.  Edgar  Kaiser.  The  fees  were  paid  for  furnishing  the  organi- 
zation, the  management  of  the  job,  the  personnel  that  we  brought  on 
the  job,  also  paid  for  furnishing  the  operating  capital  of  $32,000,000, 
because  our  pay  rolls  ran,  in  the  northern  yards,  in  excess  of  5 mil- 
lion in  a week,  and  in  excess  of  5 million  a week,  in  the  southern  yards, 
making  10  million  a.  week.  We  were  paid  also  for  the  speed  of  per- 
formance; for  building  the  vessels  at  about  $250,000,000,  on  the  Lib- 
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erty  ships,  under  the  cost  of  the  average  of  all  other  Liberty  ships 

Mr.  Colds.  Now,  you  talk  about  the  salaries  and  management. 

Were' not  management  salaries  paid  for  by  the  Commission  ? 

Mr.  Edgar  Kaiser.  No;  not  all  of  them.  This  is  our  manager.  He 

knows  more  about  what  is  going  on  than  we  do,  even  though  he  is  not 

there.  i ..... 

Mr.  Coles.  He  has  not  shown  it  m the  hearings.  . 

Mr.  Edgar  Kaiser.  Well,  you  have  not  asked  him  technical  ques- 
tions about  how  to  build  the  ships,  or  how  to  get  it  done,  or  how  to 
organize  to  do  the  things  that  were  needed  at  the  time;  but  when  you 
ask  him  some  technical  questions  about  “which  agreement  had  what 
interest  in  it?”  I do  not  wonder  he  cannot  answer  it;  but  ask  nun 
who  the  men  were  that  took  the  job — he  knows  that  answer. 

The  Chairman.  Individuals,  or  members  of  the  committee,  1 do 
not  think  counsel  should  reflect  upon  that,  that  he  has  not  shown  it  at 
the  hearing.  That  would  be  a conclusion. 

Mr.  Coles.  I ask  the  remark  be  withdrawn. 

The  Chairman.  That  is  all  right.  Go  ahead. 

Mr.  Coles.  Mr.  Kaiser,  were  management  salaries  not  limited  to 

$25,000,  under  the  1936  Merchant  Marine  Act? 

Mr.  Edgar  Kaiser.  I do  not  know  about  that,  but  they  were,  m oui 

contract,  limited  to  $25,000.  , , , 

Mr.  Coles.  So  that  these  salaries,  themselves,  then,  were  what  we 

would  call  super  management  .fees,  isn’t  that  correct . . , , 

Mr.  EdgAr  Kaiser.  No;  I would  not  call  them  that,  because  in  that 
case  you  would  have  paid  salaries  to  all  of  the  Oakland  offices  and  to 
all  of  the  staff  that  was  assisting  in  that,  which  were  not  paid,  and  no 

home  officeJexpense  was  claimed  or  allowed.  ....  , 

Mr.  Coles.  Would  that  have  been  reimbursable  it  claimed  < 

Mr.  Edgar  Kaiser.  Yes. 

Mr.  Coles.  Why  was  it  not  claimed  ? , 

Mr.  Edgar  Kaiser.  Because  we  did  not  feel  it  should,  and  because 
my  father  always  took  the  position  that  he  did  not  want  to  get  m that 

position,  regardless  of  what  the  contract  said.  ....  » 

Mr.  Coles.  So  that  what  you  say  is  that  these  fees  of  millions  of 
dollars  made  up  for  those  payments,  for  those  expenditures  < 

Mr.  EdgAr  Kaiser.  I would  rather  say  it  this  way : the  amounts 
that  we  earned  on  the  volumes  of  ships  that  we  built ; because  we  have 
got  to  talk  about  the  volume  of  the  work  done  and  not  about  how  many 
millions  ofj  dollars  were  earned.  It  is  a question  of  volume. 

Mr  Coles.  What  private  business  do  you  know  ot  wheie  you 
can  figure  profits  on  volume  except  pari-mutuel  machines  at  race- 

^ Mr?  Edgar  Kaiser.  As  far  as  I know,  the  Internal  Revenue  Depart- 

™ Moo  dy Industrials  shows  that  the  net  profit  of  General  Motors, 
after  taxes  and  after  renegotiation,  were  6.02  of  gross  sales  m 1945 
and  4.01  percent  in  1944.  The  figures  for  du  Pont  are  12.7  percent  m 

1945  and  12.51  percent  in  1944 . , _ . , . , 

The  Chairman.  Has  that  anything  to  do  with  this  question . 

Mr  Edgar  Kaiser.  Yes,  sir.  He  asked  me  the  question  as  to  whether 
or  not  yoii  could  figure  profit  in  percentages,  and  I am  quoting  from 
Moody’s  Industrials  profits  which  were  made. 
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KYM°r  United  States  Steel,  3.33  percent  in  1945  and  2.91  percent  in 
944  • IV?1'  rI!,0th  i'  le?V^tCe1’  2-63  Percent  in  1945  and  2.07  percent  in 

m 1946  2-26  pm“nt  in  &“•  •>"“ 

£ StaSr"1"  <”™»  “"“panies! 

Mv  }?  there  Pr,ivate  caPital  invested  in  those  companies? 

T ^inE  tn-KAISEP-  1 have  two  ad™s  to  answer,  now  I think 
1 will  turn  this  question  over  to  Mr.  Kaiser,  Sr. 

Mv  ?YrNKYrrAISKR'  9eneral  Motors  operated  a Government  plant 
The  CiSmmW  r'rl  l1  m?ty  111  P*;iVate  caPital  was  turned  into  it? 
Motors  d UOt  falow  that  we  were  going  into  General 

r°tUm  °f  “ «“P"*  -eh  „ this, 

M,6  Chairman.  I do  not  think  we  will  take  the  whole  ranee 

thsLklZsSsK^  $32’000’°“  « delude 

Mr.  Edgar  Kaiser.  Yes. 

er^eiSr-  °"  th0Se  “ l0ailS  the  interest  was  Paid  by  the  Gov- 
Mr  rU?AR  I£aiser-  No;  a portion  of  it  was. 

™ p“d  for  * *■» 

Mr  fn™  AS  pr?vided  in  the  contract, 

be  repaMto  thlbaUT  "”"W  from  the  b“k  •«*  bad  to 

vr1"'  b;D<;AR  Kaiser.  Yes. 

Mr.  Edgar  Kaiser.  On  our  credit. 

Sfe  « those  loans? 

Mr.  Conns.  WeTd  **  **”»*■ 

a “honronfcrSJXrmv1'^^!08  «"*  the»  ™ not 
tion  until  he  welt  throhh  ,11 Z £ 11  "ot  **  th»  inform,. 

“ire-*- “fuinThiss^r™^ 

“ffi'h vSf  C»mnZ“  neVln'S'SSSr5’  T tUmMl 

hrSL B5S*itaSSit1E±T  T7',bj  Mr- IWr-)  ■ 

st“,To““ 

understand  it, ^he^easo^n  that  nonwf i w '°Se  S«eel  Iosses:  as  I 
back  from  Kaiser  Co.  Inc.  and  the  Profits  w°re  turned 

on  those  shipyard  earnings  isVhat  those  }0'11  ^ 18j  n°  ^'.axes  were  paid 
by  losses  on  the  steel  plants « shipyard  earnings  were  offset 

Mir‘  CorGrsR  W'TR-  A0  >'  that  is  not  correct. 

Mi.  Codes.  Mill  you  correct  me,  please. 
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Mi'.  Edgar  Kaiser.  The  reason  we  suplied  all  the  information  con- 
cerning the  Kaiser  Co.,  Inc.,  operations  is  because  it  was  the1  operation 
of  one  company.  The  reason  we  put  emphasis  on  the  losses  incurred 
by  the  steel  division  was  because  of  question  13  that  you  asked. 

You  asked  jwhat  the  members  of  the  Kaiser  family  personally  got. 

In  order  to  know  that  you  have  to  know  what  the  losses  and  the  profits 
of  the  whole  corporation  were;  but  if  you  take  the  shipbuilding 
division  only,  which  you  wanted  to  take  yesterday,  and  compute 
the  profits  ion  $1,300,000,000,  without  the  Government  furnishing 
materials,  the  profit  is  less  than  3 percent.  There  is  not  any  renego- 
tiation that!  we  have  heard  of  where  a job  was  done  as  good  as  that 
job  was  done  where  they  have  renegotiated  below  that  point  without 
steel  losses.; 

Mr.  Coles.  Let  us  look  at,  it  from  a taxation  point  of  view. 

Mr.  Edgar  Kaiser.  That  is  before  taxes. 

Mr.  CoLps.  Let  us  get  to  taxes  now.  Did  you  pay  any  taxes  on 
the  forty-odd  million  of  profit  made  by  Kaiser  Co.,  Inc.? 

Mr.  Edgar  Kaiser.  The  statement  is  filed  in  the  record  that  we  did 
not.  We  find  on  careful  checking  that  we  did  pay  taxes,  and  a claim 
for  refund  has  been  made  which  we  believe  will  be  allowed.  That  is 
why  the  statement  was  put  in  the  record  as  it  was. 

Mr.  Coles.  What  was  the  amount  of  taxes? 

Mr.  Edgar  Kaiser.  $1,064,000. 

Mr.  CoLps.  So,  you  paid  no  taxes  on  the  $41,000,000  ? 

Mr.  Edgar  Kaiser.  To  the  best  of  my  knowledge.  If  you  are  talk- 
ing about! Kaiser  Co.,  Inc.;  if  you  are  talking  about  the  members 
of  the  Kaiser  family,  again  we  get.  back  to  taxes.  Let  us  falk  about  it 
all  together,  and  not  only  the  things  that  are  going  to  hurt  us. 

Mr.  Coles.  I know  that  you  can  take  care  of  yourself.  Let  us  get 
to  the  taxation  of  the  Kaiser  Co.,  Inc.  Did  you  pay  any  taxes  on  the 
forty-odd  million?  I think  you  have  answered  that  question. 

Mr.  Edgar  Kaiser.  I answered  that,  yes ; but  there  is  a claim  for 
refund  onjthat. 

Mr.  Coles.  In  any  event,  your  total  tax  was  a little  over  $1,000,000? 

Mr.  Edgar  Kaiser.  I think  that  is  right. 

Mr.  Weighed.  Does  the  Internal  Revenue  Department  claim  that 
this  man  has  not  paid  taxes  according  to  law  ? 

Mr.  Coles.  No. 

Mr.  WpicHEL.  If  these  people  have  violated  the  law  they  should 
go  to  jail,  if  they  have  not  paid  their  taxes.  This  is  not  a tax  investi- 
gation. If  the  Internal  Revenue  Department  does  not  know  how  to 
do  it,  let  us  get  somebody  else  to  do  it. 

Mr.  Coles.  I intend  to  show  that  the  reason  no  taxes  were  paid  was 
because  they  set  it  off  against  steel  company  losses;  but  those  steel 
company 'losses  were  merely  an  amortization  of  the  steel  companies 

Mr.  wWchel.  Does  the  Internal  Revenue  Department  claim  that 
that  is  fraudulent? 

Mr.  Coles.  No ; it  is  perfectly  legal,  Mr.  Weichel. 

Mr.  Weichel.  I am  for  forgetting  it,  then. 

Mr.  Coles.  What  I am  trying  to  show  is  that  the  shipbuilding  com- 
pany profits  and  the  taxes  which  otherwise  would  have  been  paid 
were  used  to  pay  for  the  steel  plant.  It  is  perfectly  legal.  I have  not- 
questioned  its  legality. 
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The  Chairman.  You  can  consult  the  Internal  Revenue  Department 
about  that. 

Mr.  Coles.  I notice  that  you  have  the  losses  deducted  irom  $41,- 
000,000,  and  the  reasons  for  nonpayment  of  taxes,  showing  an  item 
of’  one  million  and  some  odd  thousand  dollars  which  was  interest 


Mr.  Edgar  Kaiser.  If  it  is  in  the  book  it  is  correct,  to  the  best  of 

my  knowledge.  _ 

Mr.  Coles.  Another  item  is  $45,927,000,  and  that  is  listed  as  amorti- 


zation, depletion , , 

The  Chairman.  If  that  is  in  the  statement  that  has  been  hied  by 
the  Kaiser  Co.  it  is  evidence  until  a showing  is  made  to  the  contrary. 

Mr.  Coles.  I should  like  to  introduce  as  exhibit  8 a letter  from  the 
Civilian  Production  Administration  dated  September  8,  1946,  signed 
by  Mr.  Francisco  M.  Bianco,  in  which  it  is  shown  that  the  Kaiser  Co. 
had  certificates  of  necessity  of  $90,000,000.  Under  the  tax  laws  the 
war  plant  was  allowed  to  amortize  over  a 5-year  period.  The  plant 
may  have  actually  only  depreciated  5 percent  a year,  but  for  tax  pur- 
poses they  were  allowed  to  write  off  20  percent  a year,  so  that  at  the 
end  of  5 years  the  write-off  of  that  plant  had  been  accomplished.  I 
hope  to  be  able  to  bring  out  that  that  is  what  was  done  in  the  steel  com- 
pany plant ; that  this  $45,000,000  represents  such  a write-off,  and  you 
have  a steel  plant  paid  for  by  shipyard  profits. 

(Document  so  described  was  marked  “Exhibit  No.  8.”) 

Mr.  Coles.  Is  this  $45,000,000  not  an  amortization  under  certificates 
of  necessity  ? 

Mr.  Edgar  Kaiser.  There  was  a loss  not  only  of  $45,000,000,  but 
$35,000,000,  making  $80,000,000,  as  the  result  of  a plant  being  sold, 
to  United  States  Steel  by  the  Government  at  20  cents  on  the  dollar. 
So,  if  you  are  trying  to  show  a loss  of  $45,000,000,  you  should  remember 
that  we  lost  $80,000,000. 

Mr.  Coles.  Was  that  $45,000,000  not  a write-off  under  a certificate 
of  necessity  % 

Mr.  Edgar  Kaiser.  Yes. 

Mr.  Coles.  So  that  no  taxes  were  paid  on  your  shipbuilding  profits 
because  of  this  write-off  for  amortization  and  depreciation? 

Mr.  Edgar  Kaiser.  I feel  sure  of  that,  but  wo  will  have  increased 
taxes  later  if  we  can  possibly  make  the  plant  a profitable  one.  Cer- 
tificates of  necessity  have  always  been  considered  by  businessmen  as 
deferred  tax.  They  will  be  taken  care  of.  They  are  written  off  in 
the  first  5 years,  but  after  that,  since  there  is  no  write-off,  the  Internal 
Revenue  Department  will  tell  you  that  taxes  take  place.  Unfortu- 
nately in  this  case  there  should  have  been  $80,000,000  written  off, 
another  plant  being  sold  at  20  cents  on  a dollar. 

Mr.  Coles.  I am  trying  to  show, merely  that  no  taxes  were  paid  on 
your  shipyard  earnings. 

Mr.  Edgar  Kaiser.  There  will  be  loss  paid  if  this  20  cents  on  the 
dollar  continues. 

Mr.  Coles.  In  summary,  for  the  Kaiser  Co.,  then,  we  can  say  that 
there  was  forty-odd  million  made  as  shipbuilding  profit,  none  recov- 
ered back  so  far  in  renegotiation,  and  no  taxes  paid.  Is  that  correct  ? 

The  Chairman.  Is  that  shown  by  the  statement  that  has  been  filed  % 

My.  Coles.  Yes,  sir. 
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The  Chairman.  It  stands  proven.  Why  ask  him  if  it  is  correct? 

(Exhibit  35  gives  an  additional  written  answer  by  Mr.  Kaiser.) 

Mr.C°^S.  Now,  if  we  can  turn  from  the  Kaiser  Co.  to  the  Perma- 
nente  Metals  Corp.,  when  was  that  company  formed? 

Mr.  His^try  Kaiser.  Is  it  in  the  book? 

Mr  CoIes.  It  was  incorporated  in  December  1040,  and  the  name 
was  changed  to  Permanente  Metals  Corp.  in  November  19-11.  It  took 
over  the  Richmond  Shipbuilding  Corp. 

The  Chairman.  If  that  is  in  the  matter  that  has  been  filed  there  is 
no  necessity  for  repeating  it. 

Mr.  Coles.  You  are  the  president  of  the  Permanente  Metals  Corp.  ? 

Mr.  HeAtry  Kaiser.  I think  so. 

Mr.  Coles.  Mr.  Kaiser,  Jr.,  are  you  an  officer  of  that  company? 

Mr.  Edg(ar  Kaiser.  Yes,  sir. 

Mr.  Coles.  How  much  of  the  incorporators’  money  was  originally 
put  into  the  capital  stock  of  this  company  ? 

Mr.  Henry  Kaiser.  Is  that  in  the  record  ? 

Mr.  Coles.  No  ; it  does  not  appear.  I have  a figure  here  of  $460,000. 

That  includes  a stock  dividend. 

The  Chairman.  Is  that  shown  in  his  statement  ? 

Mr.  Coles.  I am  afraid  it  is  not,  Mr.  Chairman. 

What  wqs  the  original  amount  of  capital  stock? 

Mr.  Henry  Kaiser.  It  is  shown  in  the  statement — $460,000. 

Mr.  CoLjEs.  What  was  the  original  amount  of  capital  stock? 

Mr.  Henry  Kaiser.  If  that  is  not  it,  we  will  have  to  check  it. 

Mi'.  Coins.  Will  you  check  whether  it  was  a smaller  amount  and 
was  increased  to  $460,000  and  let  us  know  later  ? 

Mr.  Henry  Kaiser.  Yes. 

(Exhibit  35  gives  an  additional  written  answer  by  Mr.  Kaiser.) 

Mr.  Coups.  I here  is  a statement  in  the  report  that  the  original  capi- 
tal stock  was  $460,000  but  the  funds  therefrom  were  used  in  the  opera- 
tion of  ancjther  division  of  the  company.  Is  that  correct  ? 

The  Chairman.  If  that  is  shown  in  his  report,  is  not  that  correct? 

Mr.  Henry  Kaiser.  Yes;  it  is  shown  in  the  report. 

Mr.  Cones.  So  that  none  of  the  original  capital,  whatever  it  may 
have  been,  was  used  in  the  shipbuilding  operations? 

Mr.  Ejxjar  Kaiser.  I do  not  think  that  is  correct.  What  page  are 
' you  reading  there?  = 

The  ChAirman.  The  Chair  thinks  that  everything  that  is  shown  in 
the  statement  is  presumed  and  will  be  presumed  by  the  committee  to 
be  correct  unless  they  themselves  show  to  the  contrary. 

Is  there  a question  pending  ? 

Mr.  Coups.  Will  you  read  my  question,  Mr.  Reporter? 

(The  reporter  read  as  follows:) 

So  that  none  of  the  original  capital,  Whatever  it  may  have  been,  was  used  in 
the  shipbuilding  operations? 

Mr.  Edgar  Kaiser.  Let  us  find  out  what  the  original  capital  was 
that  was  used.  I think  you  have  got  to  tie  it  in  with  another  statement 
which  we  are  having  trouble  in  locating  ourselves  here.  When  the 
company  was  originally  formed  there  was  $100,000  which  was  used 
in  shipbuilding  when  the  company  went  into  magnesium  production — 
no ; magnesium  was  the  $100,000 ; and  when  it  went  into  shipbuilding 
it  was  $460,000  and  we  borrowed  an  additional  $1,500,000. 

Mr.  Coups.  Was  that  $7,500,000  bank  loans? 
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Mr.  Edgar  Kaiser.  Bank  loans  and  advances  from  subsidiary  com- 
panies. It  shows  in  the  book. 

Mr.  Coles.  Was  interest  paid  on  those  loans? 

Mr.  Edgar  Kaiser.  I do  not  know. 

Mr.  Coles.  If  it  was,  was  it  later  reimbursed  by  the  Government? 

Mr.  Edgar  Kaiser.  No ; I do  not  think  it  would  have  been. 

Mr.  Coles.  None  at  all? 

Mr.  Edgar  Kaiser.  I do  not  know  about  “none  at  all.”  I will  have 
to  check  it. 

(Exhibit  35  gives  an  additional  written  answer  by  Mr.  Kaiser.) 

Mr.  Coles.  It  was  reimbursed  by  the  Government  ? 

Mr.  Edgar  Kaiser.  I think  it  worked  under  the  stipulation  the  Mari- 
time Commission  required  in  order  to  prevent  people  from  coming 
ih  without  capital.  As  I recall  it,  that  $100,000  or  $200,000  was  paid 
up  and  then  they  paid  over  that  or  under  that,  I have  forgotten  which 

Mr!  Coles.  So  this  was  also  a part  of  the  capital  to  which  you  re- 
Urvak,  and  this  was  also  money  borrowed  from  banks  and  part  of  the 
interest  was  paid  by  the  Government? 

Mr.  Henry  Kaiser.  It  says  “Loans  and  advances  from  subsidiaries.” 

Mr.  Coles.  That  subsidiary  was  the  Kichmond  Shipbuilding  Corp.  ? 

Mr.  Henry  Kaiser.  That  is  what  it  says  in  the  book. 

Mr.  Coles,  Was  not  the  Kichmond  Shipbuilding  Co.’s  original  capi- 
tal stock  about  $200,000,  and  did  it  not  borrow  from  the  banks  ? 

Mr.  Henry  Kaiser.  Yes. 

Mr.  Coles.  So,  is  not  this  all  the  same  money,  when  it  conies  to  the 
Richmond  Shipbuilding  Co.  ? 

Mr.  Henry  Kaiser.  Somewhere  in  this  is  $200,000,000  worth  of 
RFC’s  which  have  been  paid. 

Mr.  Coles.  The  subsidiary  may  have  been  the  original  borrower? 

Mr.  Henry  Kaiser.  No.  Is  there  anything  wrong  about  getting 
money  from  a bank  ? 

Mr.  Edgar  Kaiser.  It  is  something  that  most  people  have  difficulty 
in  getting. 

Mr.  Coles.  Were  you  a personal  guarantor  of  any  of  these  loans  ? 

Mr.  Edgar  Kaiser.  I would  have  to  get  the  bank  loan  agreements 
to  know  that. 

(Exhibit  35  gives  an  additional  written  answer  by  Mr.  Kaiser.) 

Mr.  Coles.  Did  you  also  borrow  $28,475,000  from  the  RFC? 

Mr.  Edgar  Kaiser.  Yes. 

Mr.  Coles.  Was  that  guaranteed  by  your  shipyard  profits? 

Mr.  Edgar  Kaiser.  Yes. 

Mr.  Coles.  How  much  of  the  corporation’s  money  was  put  into  the 
actual  physical  yard  of  Permanente  Metals  ? 

Mr.  Edgar  Kaiser.  The  $28,000,000  has  been  paid  back  with  interest. 

Mr.  Coles.  How  much  of  the  -corporation’s  money  was  invested  in. 
the  Permanente  Metals  Shipyard  ? 

The  Chairman.  Does  the  record  show  ? 

Mr.  Coles.  No;  it  does  not. 

The  WPB  records  show  $151,000.  Do  you  have  any  reason  for 
disputing  that? 

Mr.  Edgar  Kaiser.  No  ; only  we  are  confirming  it.  The  boys  are 
checking  that. 

(Exhibit  35  gives  an  additional  written  answer  by  Mr.  Kaiser.) 

93486—40 7 
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Mr.  Coles.  You  stated  that  the  stock  was  original  lv  $100  000  L,,f 

kW“ the  » .*k  clivid'ud’.“w"» 

umzimm  plants  that  had  been  earned  previously  from  the  Govern- 
ment,  or  was  that  a new  payment  of  $360,000  in  cash? 

stodr'  HenPy  Kaiseh-  From  these  figures  it  appears  that  it  is  capital 

Mr.  Coles.  But  was  it  not  f rom  a stock  dividend  of  December  1941 1 
Mr.  Henry  Kaiser.  I don’t  think  so. 

Mr.  Edgar  Kaiser.  I don’t  think  it  had  any  dividends  at  that  time. 

Mr.  Coles.  Would  you  check  that? 

Mr.  Edgar  Kaiser.  Yes ; we  will  check  it. 

(Exhibit  |35  gives  an  additional  written  answer  by  Mr.  Kaiser  ) 

i-i0  .Ma,rit™e  Commission’s  investment  in  the  vard  is 
$35  ,000,000  .which  includes  $5,000,000  paid  by  the  British.  What  part 
of  that  worlf  was  subcontracted?  1 

• Edga^j  Kaiser.  I don’t  know  the  answer  to  that.  That  Question 
is  one  that  we  are  checking.  yuesuon 

(Exhibit  35  gives  an  additional  written  answerby  Mr.  Kaiser  i 
Mr.  Colej.  Did  any  of  the  fees  to  pav  subcontractors  o-0  fn  ‘L 
tractors  affiliated  with  either  the  Kaiser  Co.  or  any  of  the  on™  ° — - 
m the  Kaiser  group  ? y companies  

Mr.  Edgar|  Kaiser.  Not  to  my  knowledge. 

‘ 3LESvThe  fibres  show  that  you  have  $826,000,000  wSWh 
j 'P  V8  contracts,  $134,000,000  of  fixed-price  and  $272. ,000  W" 
selected-price  contracts.  v 

in  the  lmokAU  KaISKK'  1 think  that  is  correct.  That  is  in- the  figures 

Mr  WEicHEL.  Has  it  not  been  shown  that  the  Government  paid  for 

}!nyards  A ^OU  went  into  that-  Don’t  we  want  to  know 
who  gave  it  to  them  and  why?  I do  not  know  how  you  can  find  out 

sav^bnuth  questloning-  1 t]ie  committee  has  something  to 
sayaboixt  it  if  you  are  going  to  prolong  this  thing. 

apologize  for  the  length  of  time,  but  Mr.  Kaiser  rep- 
resents 0 com  panics  and  over  50  percent  of  the  profits,  and  it  takes 
a good  deal  longer  with  him  than  it  will  with  the  others 
(Informal  discussion  off  the  record.) 

invStigltira1^’  THlS  iS  a committee  investigation  and  not  counsel’s 

a i„TSuS!“ir  wm  try  16  18  impartil“  “ if 

Mr.  Coles.  ,How  many  of  your  fixed-price  and  selected-price  con- 
tracts  were  converted  from  other  forms  or  were  entered  into  after  all 
the  ships  had  been  completed?  alter  an 

?!r'  Edgar  Kaiser.  I do  not  know  the  answer  to  that. 

Mr,  Coles.  Will  you  check  it  for  us,  please? 

Mr.  Edgar  Kaiser.  Yes. 

(Exhibit  35  gives  an  additional  written  answer  by  Mr  Kaiser  1 
■ Mn  Coles.  The  total  volume  was  $1,269, 000, OOCf  Ha^  Z'lny 

idea  how  much  was  Government-furnished  material  y y 

Mr.  Edgar  Raiser.  It  is  in  the  book. 

?26  000000_bUt  1 haVe  n°  reference  to  where  lfc 
It  is  in  the  records. 


Mr.  Coles.  The  fi 
was  taken  from — is  $ 
Mr.  Henry  Kaiser, 
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Mi'.  Coles.  So  that  actually  the  Government  supplied  $726,000,000 
and  you  people  supplied  $542,000,000.  Is  that  correct  ? 

Mr.  Edgar  Kaiser.  No. 

The  Chairman-.  If  the  records  show  that 

Mr.  Coles.  They  do  not,  Judge. 

Mr.  Henry  Kaiser.  Yes ; it  is  there. 

Mr.  Coles.  The  amount  furnished  by  you  is  how  much  ? 

Mr.  Edgar  Kaiser.  The  total  value  of  the  contract  was  $1,168,- 
748,034.30,  of  which  the  Commission  furnished  $515,000,000  worth 
of  material.  Whether  or  not  that  was  furnished  by  the  Government 
or  whether  they  directed  us  to  buy  a part  of  that,  I do  not  know. 

You  cannot  tell  without  going  back  to  the  details,  because  in  many 
cases  that  happened,  and  then  it  switched  over  into  this  column 
’[indicating].  It  was  a matter  of  getting  the  material  as  quickly 
as  you  could  wherever  you  could.  It  looks  like  this  is  all  in  the  book, 
but  I cannot  refer  you  to  the  pages. 

Mr.  Coles.  Was  it  not  over  half  a billion  dollars  ? 

Mr.  Edgar  Kaiser.  Yes. 

Mr.  Coles.  And  the  total  contract  was  one  and  a quarter  billion  ? 

Mr.  Edgar  Kaiser.  Approximately;  but  that  does  not  necessarily 
mean  that  we  did  not  buy  some  of  it. 

Mr.  Coles.  Did  the  management  of  this  yard  get  paid  management 
salaries ? 

Mr.  Edgar  Kaiser.  The  men  in  responsible  charge  of  the  job  in  the 
yard ; yes,  sir. 

Mr.  Coles.  Did  Mr.  Clay  Bedford  receive  over  $22,000  a year? 

Mr.  Edgar  Kaiser.  Yes ; but  it  was  not  reimbursable,  as  I recall. 

Mr.  Coles.  Was  most  of  it  reimbursable? 

Mr.  Edgar  Kaiser.  I think  $18,000  was,  for  quite  a period  of  time. 

Mr.  Coles.  Do  I understand  that  in  some  cases  the  Maritime  Com- 
mission refused  to  reimburse  full  salaries  on  the  ground  that  they 
were  too  high  ? 

Mr.  Edgar  Kaiser.  Not  with  us. 

Mr.  Coles.  Would  you  say  that  $20,000  was  not  reimbursable? 

Mr.  Edgar  Kaiser.  When  we  started  on  these  shipyards  Mr.  Clay 
Bedford  was  closing  up  other  jobs,  and  we  didn’t  want  it  said  that 
his  entire  compensation  was  being  reimbursed  by  the  Government 
-when  he  spent  a small  portion  of  his  time  outside. 

I would  like  to  make  one  more  remark  on  that  salary  question.  I 
think  the  record  does  show  that  our  management  salaries  were  lower 
than  any  shipyards  in  the  program. 

Mr.  Coles.  Are  not  management  salaries  just  a drop  in  the  bucket 
as  compared  with  the  fees  and  profits  realized  ? 

Mr.  Edgar  Kaiser.  No.  You  have  to  go  back  all  through  the  com- 
panies and  see  who  the  stockholders  are. 

The  Chairman.  Would  not  that  be  determined  from  facts  that 
appear  already  in  the  record  ? 

Mr.  Coles.  I am  trying  to  proceed  as  fast  as  I can.  We  are  almost 
through  with  Permanente  now. 

*eoY2rSinal  capital  stock  was  $460,000,  and  your  profits  were 
90o?U(JO,U(JU  s 

Mr.  Edgar  Kaiser.  Before  taxes. 

Mr.  Coles.  W as  that  the  total  profit  before  taxes  ? 

Mr.  Edgar  Kaiser.  But  after  taxes  it  was  what  ? $8,999,000. 
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Mr.  Cores.  Did  you  not  write  off  in  the  same  way  as  in  the  Kaiser 
Co.,  Inc.,  the  losses  of  the  steel  plants  which  were  mainly  amortization 
and  interest  written  off  against  shipyard  profits  of  that  company  $ # 

Mr.  Edgar  Kaiser.  Not  in  exactly  the  same  way,  because  the  cir- 
cumstances  Were  different  from  the  circumstances  in  Kaiser  Co.,  Inc. 

Mr.  Cores.;  But  did  you  not  write  off  magnesium  amortization  and 
denreciation  as  a major  item  against  the  profits  ? 

Mr.  Edgar  Kaiser.  I do  not  know  whether  it  is  a major  item  or  not. 

I would  haveito  analyze  it.  , , . , , 

Mr.  Henry  Kaiser.  I can  answer  that  for  you.  If  the  law  provided 
for  it,  we  wrote  it  off.  Unfortunately,  much  of  it  has  been  abandoned 
and  is  now  a loss,  and  we  are  losing  about  $50,000  per  month  still  on 
the  plant,  which  does  not  show  in  these  later  records.  - 
Mr.  Cores'  Are  you  still  operating  the  magnesium  plant? 

Mr.  Henry  Kaiser.  No.  We  are  still  making  a real  effort  to  make 
a real  contribution  to  a light  metal.  We  might  make  it,  but  we  are 
losing  $50,000  a month  trying  it  in  that  same  plant;  but  much  o±  the 

plant  is  abandoned.  ^ . . » 

Mr.  Cores:  Did  you  not  write  off  $25,417,000  as  provision  for  amor- 
tization  and  depreciation  against  your  shipyard  profits  both  foi  tax 
purposes  and  renegotiation  purposes  ? 

Mr.  Edgar!  Kaiser.  It  is  in  the  hook. 

The  Chairman.  If  it  is  in  there,  it  is  proven. 

Mr.  Cores.  Were  the  profits  and  fees  made  before  taxes,  oi  $&»,- 
000,000,  not  something  like  11,600  percent  on  the  original  capital. 

Mr  Edgar  Kaiser.  No  ; because  there  is  a difference  of  opinion  over 
the  question!  We  say  it  includes  the  operating  capital  you  had  to 
have  in  order  to  run  the  yard.  Furthermore,  we  do  not  think  that 
any  Govermkient  agency  required  anybody  to  have  a certain  amount 
of  capital  or  to  try  to  determine  profits  on  a basis  of  invested  capital, 
when  all  the!  laws  were  set  up  just  to  the  contrary.  That  is  trying  to 
make  us  look  as  though  we  were  doing  something  that  is  not  right. 

Mr.  Cores.  I am  not  trying  to  make  you  look  as  though  you  were 

doing  something  that  was  not  right — — , 

The  Chairman.  Just  ask  the  question,  and  get  the  answer,  please. 

Mr.  Cores!  I am  trying  to  find  out  whether  the  profits  were  reason- 
able or  unreasonable,  in  view  of  all  the  circumstances. 

Mr.  Edgar  Kaiser.  But  capital  investment  is  not  a measure. 

The  Chairman.  That  is  a matter  for  the  committee  s determination. 

Mr  Henry  Kaiser.  Congress  has  made  that  determination  already. 

Mr"  Edgar  Kaiser.  Because  they  did  not  set  up  such  a requirement. 

Mr!  Coles.  Were  those  fixed-price  contracts  of  yours  changed  after 

they  had  been  originally  made? 

Mr.  Edgar  Kaiser.  Can  we  furnish  that  for  the  record  ( _ 

(Exhibit  65  gives  an  additional  written  answer  by  Mr.  Kaiser.) 

Mr.  Cores.  Yes.  Will  you  tell  us  at  what  stage  of  the  record  they 

were  so  changed,  if  so?  T , . « 

Mr.  Edgar  Kaiser.  I think  I can  tell  you  that  now.  T cannot  tell 
you  as  to  specific  numbers,  but  I can  tell  you  why.  There  was  an 
order  or  a directive  that  went  out,  as  we  were  informed  by  the  Mari- 
time Comifiission,  from  either  the  White  House  or  the  Joint  Chiefs 
of  Staff,  or  somebody,  that  all  contracts  should  be  converted  to  a-nxecl- 
price  basis  Wherever  possible.  We  worked  for  months  with  the  Mari- 
time Commission  trying  to  work  out  that  conversion.  We  were  unable 
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to  do  so  after  spending  3 or  4 months  on  it.  Finally  we  got  a tele- 
gram from  the  Maritime  Commission,  I think,  signed  by  the  Secre- 
tary, saying  that  certain  additional  contract  ships  had  to  be  constructed 
for  the  war  effort  and  were  assigned  to  our  yards  and  that  unless  we 
converted  those  contracts  to  fixed-price  contracts  they  would  not  assign 
those  other  ships.  It  was  a pure  and  simple  forcing  procedure.  So 
we  got  together  and  finally  worked  it  out. 

Mr.  Codes.  In  most  cases  were  the  fixed-price  contracts  signed  after 
the  ships  had  been  built  ? 

Mr.  Edgar  Kaiser.  I do  not  know.  You  have  got  to  analyze  each 
Mr.  Coles.  Will  you  do  that? 

(Exhibit  35  gives  an  additional  written  answer  by  Mr.  Kaiser.) 

Mr.  Edgar  Kaiser.  I know  that  the  directive  said— at  least,  the  Com- 
mission told  us  that — that  the  agencies  contracting  were  directed  to 
change  those  contracts.  It  was  not  something  that  the  Commission 
wanted  or  that  we  wanted  to  do. 

Mr.  Coles.  In  most  cases  the  cost  of  the  ships  was  known  before  the 
contract  was  signed  ? 

Mr.  Edgar  Kaiser.  No  ; I don’t  think  that  is  true.  The  fear  at  that 
time  was  this  it  is  a well-established  fact  as  to  what  happened  in 
connection  with  building  ships  in  World  War  I.  Everybody  was 
frightened  to  death  as  to  what  was  going  to  happen  at  the  end  of  this 
war,  as  to  whether  that  same  condition  would  exist.  How  to  evaluate 
it  was  the  problem  that  all  Government  agencies  faced. 

Mr.  C°les.  In  discussing  your  taxation  you  set  off  $28,000,000,  $25,- 
000,000  or  which  was  amortization  for  your  magnesium  plant,  against 
your  shipyard  profits  ? 

Mr.  Edgar  Kaiser.  I think  that  is  in  the  book. 

The  Chairman.  All  right.  If  it  is  there,  it  is  so. 

Mr.  Coles.  I would  like  to  go  over,  now,  if  we  can,  to  the  Kaiser 
Cargo  Co.,  and  I think  we  can  do  that  very  quickly. 

When  was  the  Kaiser  Cargo  Co.  formed  ? 

Mr.  Henry  Kaiser.  Is  it  in  the  book? 

Mr.  Edgar  Kaiser.  November  IT,  1942. 

Mr.  Coles.  What  was  the  purpose  of  founding  that  company? 

Mr.  Henry  Kaiser.  That  is  many  years  ago.  It  is  difficult  for  me 
to  nave  an  accurate  memory  on  that. 

The  Chairman.  You  do  not  remember  ? 

Mr.  Henry  Kaiser.  No,  sir.  It  was  a long  time  ago.  It  was  for  two 
types  or  ship,  but  I cannot  remember  which  it  was. 

The  Ci  i airm  an . Certainly.  I can  understand  that. 

™n7«ionono  =rhe !:0ialicapital  ®tock  originally,  as  of  November  1942, 
was  $100,000 ; is  not  that  correct  ? 1 

Mr.  Edgar  Kaiser.  I think  it  was  $500,000. 

Mr.  Coles.  It  was  $100,000  and  increased  to  $500,000. 

Mr.  Edgar  Kaiser.  All  right,  if  it  is  in  the  book. 

in  die  book'  * °U  borrowed  from  the  bank  $10,500,000.  That  appears 
Mr.  Edgar  Kaiser.  Yes. 

Mr.  Coles.  And  that  was  guaranteed  by  the  War  Department? 

Mr.  HENRY  Kaiser.  If  that  is  in  the  book,  it  is  O.  K. 

Mr.  Coles.  Was  that  $10,000,000  guaranteed  by  the  War  Depart- 
ment part  of  the  $32,000,000  of  capital  that  you  spoke  of  ? P 
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Mr.  Henry  Kaiser.  Is  that  in  the  book  ? . 

Mr.  Edgar  Kaiser.  I say,  definitely  not.  The  answer  is  no. 

Mr.  Coles j What  was  the  major  portion  of  this  used  for  l Was  it 

used  for  shipbuilding  or  other  operations  ? ■ ..  . , 

Mr.  Henr|y  Kaiser.  It  is  very  difficult  to  tell  you.  It  is  all  in  the 

^°Mr.  Coles*  I am  trying  to  bring  out  to  the  committee  the  fact  that 
only  $1,500,000  was  used  for  shipbuilding. 

The  Chairman.  What  company  are  you  talking  about  i 

Mr.  Coles!.  The  Kaiser  Cargo  Co.,  one  of  the  smaller  subsidiaries. 

• Mr.  Henry  Kaiser.  It  is  in  the  book,  and  it  is  not  like  you  say. 

Under  date  bf  June  17,  1943,  the  company  and  the  Bank  of  America 
entered  into  a credit  agreement  under  which  $11,500,000  was  made 
available.  Of  this  amount  $2,000,000  was  available  for  the  purpose 
of  shipbuilding  operation,  and  the  allocations  for  shipyard  opera- 
tions were  subsequently  reduced  to  $1,500,000.  ihe  largest  amount  was 
used  in  aircraft  production.  They  did  a tremendous  job.  It  would 
take  hours  to  talk  about  that.  I do  not  think  the  chairman  wants  to 
hear  about  aircraft. 

• Mr.  Coles.  This  company  had  no  shipyard  itselt « 

Mr.  Henry  Kaiser.  No.  . 

Mr.  Coles.  And  no  investment  m shipyards  ? 

Mr.  Edgar  Kaiser.  It  did  have  an  investment.  I do  not  know  how 
much.  That  is  part  of  the  record. 

Mr  Coles.  I think  we  can  skip  over  that  company,  Mr.  Chairman, 
because  most  of  the  information  is  in  the  printed  record.  I think  we 
can  go  over  jto  the  Oregon  Shipbuilding  Co. 

When  was  that  company  formed,  Mr.  Kaiser  ( 

Mr.  Henry  Kaiser.  That  is  in  the  book. 

Mr.  ColeL  Will  you  tell  us?  , , . ...  , 

Mr.  IIuNitY  Kaiser.  January  6.  I thought  the  chairman  did  not 

want  what  was  in  the  book  repeated.  . , . 

Mr.  Coles.  These  are  just  introductory  questions,  although  they  are 

mMr.  Henry  Kaiser.  All  right.  January  6, 1941. 

Mr.  Coles.  And  you  put  in  the  book  that  the  capital  stock  was 
$500,000.  What  was  its  original  capital  stock? 

Mr.  Henry  Kaiser.  The  original  was  $100,000, 

$450,000.  f tl  . . » 

Mr,  Coles.  By  stock  dividend ; is  that  correct  < 

Mr.  Henry  Kaiser.  Loans  from  stockholders. 

Mr.  Coles.  Were  those  loans  paid? 

Mr.  Henry  Kaiser.  I don’t  think  they  were  repaid— yes;  they  were 
repaid  in  full,  March  1944.  The  loans  from  stockholders  totaled 

Mr.  Coles.  Was  interest  paid  on  those  loans  ? 

Mr.  Henry  Kaiser.  The  bank  loans  were  $3,400,000. 

Mr  Coles.  Was  interest  paid  on  the  bank  loans? 

Mr’.  Edgar  Kaiser.  I think  it  is  the  same  situation  as  the  other, 

^Mr! ^CoLES^<Wh(f built  the  yard  for  the  Oregon  Shipbuilding  Co,? 

Mr.  Edgar  Kaiser.  The  Oregon  Shipbuilding  Corp. 

Mr.  Coles.  Who  was  the  subcontractor  that  had  charge  of  all  con- 
struction ? 


and  the  increase  is 
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Mr.  Edgar  Kaiser.  The  Oregon.  We  did  it  ourselves.  The  only 
thing  we  subcontracted  was  the  piling,  because  we  did  not  have  the 
water  equipment.  That  is  the  Oregon  Ship,  up  at  St.  J'ohns.  The 
first  yard  that  was  built  in  the  Portland  area  was  near  the  St.  Johns 
Bridge  that  goes  across  there. 

Mr.  Coles.  Did  any  subcontractor  make  a profit  on  the  building 
of  the  yard  ?' 

Mr.  Edgar  Kaiser.  Wherever  we  let  a cost-plus  or  fixed-fee  con- 
tract he  might,  but  I don’t  know  about  that. 

Mr.  Coles.  Will  you  give  us  a list  of  any  companies  affiliated  in  the 
Kaiser  group  wliich  made  a profit  ? 

Mr.  Edgar  Kaiser.  There  wasn’t  any. 

Mr.  Henry  Kaiser.  You  can  get  that  information  from  the  Re- 
negotiation Act.  But  there  were  not  any  affiliated  with  us. 

Mr.  Coles.  The  information  we  have  is  that  the  Gilpin  Co.  con- 
structed the  yard.  That  information  is  taken  from  the  renegotiation. 

Mr.  Henry  Kaiser.  That  is  not  correct.  They  did  some  work,  but 
they  did  not  build  the  yard.  They  didn’t  have  charge  of  it. 

Mr.  Coles.  Were  they  a major  contractor?  Did  they  have  su- 
pervision ? 

Mr.  Henry  Kaiser.  They  had  supervision  of  the  part  of  the  work 
they  did,  surely ; but  they  did  not  have  responsible  charge  of  the  whole 
yard  or  any  major  part  of  it. 

Mr.  Coles.  Did  the  J.  A.  McEachern  Co.  ? 

Mr.  Henry  Kaiser.  You  are  talking  to  the  general  manager  of  that 
yard  now,  so  he  is  getting  into  water  that  he  likes. 

Mr.  Coles.  Did  the  J.  A.  McEachern  Co.  have  any  interest  in  the 
Oregon  yard? 

Mr.  Henry  Kaiser.  No  ; nor  did  we  have  any  interest  in  the  J.  A. 
McEachern  Co. 

Mr.  Coles.  Is  not  that  a wholly  owned  subsidiary  of  the  General 
Construction  Co.? 

Mr.  Henry  Kaiser.  Not  to  my  knowledge, 

Mr.  Coles.  Did  the  General  Construction  Co.  own  25  percent  of 
the  stock  of  Consolidated  Builders  ? 

Mr.  Henry  Kaiser.  I don’t  know. 

Mr.  Coles.  Does  not  Consolidated  Builders  own  100  percent  of 
the  Oregon  Co.  ? 

Mr.  Henry  Kaiser.  Yes. 

Mr.  Coles.  So,  actually,  don’t  you  have  one  of  the  subsidiaries? 

Mr.  Henry  Kaiser.  No  ; they  are  not  a subsidiary. 

Mr.  Coles.  Or  affiliates? 

Mr.  Henry  Kaiser.  I do  not  think  we  did  any  subcontracting  work 
at  Oregon  with  affiliates,  associates,  or  anyone  else,  or  any  of  the 
stockholders  of  the  Oregon  Ship. 

Mr.  Coles.  The  renegotiation  board  says  that  the  Gilpin  Con- 
struction Co.  built  the  Oregon  yard.  How  much  profit  did  thev 
make?  J 

Mr.  Henry  Kaiser.  I cannot  give  you  that,  because  I think  most 
° ™ w,‘^  on  a competitive-bid  price  where  we  took  the  lowest  bidder, 

Mr.  Coles.  Will  you  get  us  what  the  total  bids  were,  the  total 
amounts,  and  the  total  amount  paid  to  the  Gilpin  Construction  Co. 
for  the  construction  of  the  Oregon  Shipyard? 
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Mr..  Coles.  Any  part  of  it? 

(Exhibit  35  gives  an  additional  written  answer  by  Mr.  Kaiser. ) 
rmiLif^  Kaiser  I would  like  to  make  it  clear  also  that  the  Kaiser 

whntsnLSTr'MJT?'KL1S6r  n°V  °F  any  of  the  familY  had  no  interest 
whatsoever  in  McEachern,  Gilpin,  or  anyone  else.  You  are  trying  to 

show  that  somebody  got  an  indirect  cut  ,and  they  did  not.  You  are 

ivJ118  for  that  testimony,  and  they  did  not  get  it. 

we^%SSnn  Sf  tptalCOrIltAaGVS  °f  the  0re£on  Shipbuilding  Co. 
were  $963,000,000,  of  which  the  Government  furnished  $435,000,000 
worth  of  material  ? ’ ’ 

Mr.  Henry  Kaiser.  It  is  in  the  book. 

830000<?OL^S'  And  the  0regon  Shipbuilding  Co.  made  fees  of  $44,- 

■ ^r:  E^G4R  Kaiser.  It  is  in  the  book.  They  did  the  best  job  of  any 
yard  m the  country.  1 J 

Mr.  Cor4s.  Were  any  of  the  contracts  of  the  Oregon  Shipbuilding 
basisT  a flXed'price  or  selected-price  basis,  changed  from  the  former 

Mr.  Edgar  Kaiser.  Yes;  under  the  same  basis  I described  a little 

WA1J.G  &gO. 

Mr.  Coles.  Will  you  give  us  aU  the  changes  for  the  record? 

Mr.  EdgA|R  Kaiser.  I will. 

Exhibit; 35  gives  an  additional  written  answer  by  Mr.  Kaiser  ) 

Mr  l oLES.  Let  us  take  two  contracts  which  were  cost-plus- a-fixed- 

contraetT  I1™1**1’  18  What  was  the  amount  of  that 

Mr.  Edgar  Kaiser.  It  says  in  the  book  here  that  it  was  $104,000,000. 
it  not?  °Lf'  The  COntract  was  or]’gilially  cost-plus-a-fixed-fee,  was 

Mr.  Edg4r  Kaiser.  That  is  a very  complicated  contract,  because 
that  contract  was  changed  at  the  time  of  this  order  from  top  side 
whatever  ltj  was,  to  the  agencies  to  convert  over  to  fixed  price  I 
think  it  is  a combination  of  several  contracts.  The  contract  is 'not 
nnishod  yet ; we  are  still  building  some  of  the  ships. 

A¥$6om ^r%f*‘PhM  C0”lr“‘  11,8  n°‘  0,6  f“  fK>m 

Mr.  Edgar  Kaiser.  Does  the  book  say  that? 

Mr.  Coles.  No;  I got  it  from  other  sources.  Were  the  fees  under 
the  selected-price  contract  from  $116,000  to  $239,000  per  ship? 

Mr.  Edgar  Kaiser.  No.  I don’t  think  that  is  right.  It  is  a selected 
Price,  so  they  have  to  depend  on  what  you  select. 

r?ceive  a,  ®alary  of  $13,000 .from  this  company 
Imildfru^Co  ^10’000  and  somethm£  in  1942  from  the  Oregon  Ship- 

_ Mr.  Edgap  Kaiser.  Yes;  but  I want  to  make  it  clear  that  the  total 
I got  at  any  time  was  not  more  than  $18,000. 

Mr.  Coles.  Mr  Chairman,  there  are  two  other  yards  which  are 
Kaiser  yard?,  the  Walsh-Kaiser  and  the  California  Ship.  They  were 
m California  Ship  until  1945.  J 

Mr.  Edgar  Kaiser.  Not  a Kaiser  yard.  It  was  a good  yard,  too. 

I he  Chairman.  What  about  it? 
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Mr.  Coles.  I might  now  turn  over  Mr.  Kaiser  to  the  committee 
members  to  be  questioned  and  question  representatives  of  California' 
Ship  and  Walsh-Kaiser  later. 

The  Chairman.  Have  you  finished  your  questions? 

Mr.  Coles.  Yes. 

The  Chairman.  Mr.  Bradley. 

Mr.  Edgar  Kaiser.  There  is  just  one  thing  I would  like  to  say  on 
those  last  two  companies,  the  Oregon  Ship  and  the  Kaiser  Cargo, 
that  we  paid  very  large  taxes  but  did  not  make  a large  profit,  and  we 
do  not  like  to  talk  about  that. 

The  Chairman.  All  right,  Mr.  Bradley.  - 

Mr.  Bradley.  Mr.  Kaiser,  I have  been  rather  disturbed  prior  to  your 
coming  here  by  several  newspaper  articles  I have  read  which  quoted 
you  as  saying,  in  effect,  that  this  committee  had  determined  upon  an 
inquisition  of  the  Kaiser  interests.  I hope  that  you  do  not  think  that 
that  is  the  purpose  of  this  inquiry  ? 

Mr.  Henry  Kaiser.  I think  I made  the  written  statement  that  I 
thought  the  questionnaire  sent  out  by  this  committee  was  one  of  the 
most  clear  and  straightforward  questionnaires  that  I have  ever  seen. 
I think  I told  the  judge  and  I told  counsel  as  the  result  of  that  ques- 
tionnaire that  I thought  that  this  committee  was  trying  to  do  an 
excellent  job. 

Mr.  Bradley.  You,  of  course,  appreciate  that  what  we  are  trying 
to  get  at  is  whether  or  not  the  Maritime  Commission  paid  any  exces- 
sive fees  and,  if  so,  to  whom  ? 

Mr.  Henry  Kaiser.  That  is  right. 

Mr.  Bradley.  And,  as  the  chairman  stated  yesterday,  it  is  our  in- 
tent, as  I understand,  to  call  in  representatives  of  each  of  these  other 
19  companies  who  were  operating  on  Government-constructed  facil- 
ities. So  I hope  you  do  not  feel  that  this  is  any  inquisition  or  that 
ive  are  trying  to  carry  on  any  warfare  between  you  and  United  States 
Steel  or  the  Sun  Oil  Co.  or  anybody  else  in  the  inquiry. 

Mr.  Henry  Kaiser.  No.  I did  state  that  I thought  this  committee 
would  only  investigate  one  side  of  the  question ; that  is,  the  shipbuild- 
ing side  and  not  the  steel  side.  The  two  were  combined,  and  the  chair- 
man has  stated  that  repeatedly. 

Mr.  Bradley.  We  are  not  interested  in  steel;  we  are  interested  in 
shipyards. 

Mr.  Henry  Kaiser.  That  is  right. 

Mr.  Bradley.  You  made  the  statement  yesterday  and  you  made  the 
statement  a little  while  ago  that  you  saved  the  country  $250,000,000 
on  your  Liberty  ships  alone  ? 

Mr.  Henry  Kaiser.  That  is  right. 

Mr.  Bradley.  How  do  you  calculate  that? 

' Mr.  Henry  Kaiser.  From  the  Truman  committee  reports.  We  at- 
tempted to  get  only  Government  reports  in  substantiation  of  all  these 
figures.  There  are  other  great  savings.  There  have  been  tremendous 
savings  on  tankers,  but  we  cannot  get  sufficient  Government  reports  to 
substantiate  them,  so  wo  do  not  quote  them. 

Mr.  Bradley.  You  are  talking  only  about  Liberty  ships? 

Mr.  Henry  Kaiser.  Yes,  sir.  In  the  tankers  and  C-l’s  we  made  tre- 
mendous savings,  but  we  cannot  get  any  Government  reports  to  sub- 
stantiate it. 
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Mr.  Bradley.  You  have  also  been  inclined  to  pride  yourself  on  the 
speed  that  you  made  in  your  various  yards  in  the  construction  of  ves- 
sels, with  | which  I am  in  agreement.  I have  before  me  the  bulletin 
of  the  Anlerican  Bureau  of  Shipping,  January  1946,  and  on  page  26 
thereof  they  have  set  down  the  number  and  average  time  to  complete 
Liberty  ships  constructed  by  each  shipyard  from  1941  up  to  1945.  I 
will  introduce  it  into  the  record,  but  I would  like  to  point  out  that  I 
notice  that,  on  the  Atlantic  coast  the  average  time  was  68.4  days,  and 
the  best  record  apparently  was  made  by  Bethlehem-Fairfield  yard  at 
Baltimore:  which  constructed  380  vessels  at  an  average  of  53.8  days  per 
vessel.  Walsh-Kaiser  shows  208.1  days.  On  the  Pacific  coast  they 
made  a remarkable  record  of  49.6  days.  The  California  Shipbuilding 
Corp.  shows  60.1.  The  Kaiser  Co.  at  Vancouver,  80.4.  American 
Ship,  100.|  days.  Oregon  Ship,  44.9.  Permanente  No.  1 shows  48.3, 
on  138  ships.  Incidentally,  Oregon  was  on  132  vessels,  but  Permanente 
Metals  shcjwed  a better  record  than  your  Oregon  Shipyard — 41.1  days. 

Mr.  EdgAr  Kaiser.  I always  objected  to  that  Truman  report. 

Mr.  Bradley.  This  is  a report  of  the  American  Bureau  of  Shipping. 

I would  like  to  introduce  it  into  the  record. 

The  Chairman.  It  will  be  made  a part  of  the  record. 

(Document  so  described  was  marked  “Exhibit  9.”) 

Mr.  Bradley.  I understand  that  Mr.  Kaiser  stated  yesterday  that 
he  had  never  taken  any  salary  whatsoever  from  the  corporation  on 
any  of  these  yards,  which  is  of  course  creditable ; but  at  the  same  time 
I understand  you  to  say,  Mr.  Kaiser,  that  you  own  99  percent  of 
Kaiser,  In  3? 

Mr.  Henry  Kaiser.  One  hundred  percent. 

Mr.  Bradley.  Therefore;  if  they  made  a good  income  you  would 
hardly  need  a salary? 

Mr.  Henry  Kaiser.  No  ; but  they  lost,  and  I still  have  them  to  pay 
back.  That  is  the  point.  That  is  what  I have  been  trying  to  bring  out. 

Mr.  BraJdley.  That  is  on  account  of  your  steel  mill? 

« Mr.  Henry  Kaiser.  Yes.  But  it  is  all  one  company.  You  can’t 
take  the  E rigidaires  out  of  the  automobiles  and  say  it  is  not  all  one 
company. 

Mr.  Bradley.  I noticed  yesterday  when  you  were  questioning  the 
figures  submitted  by  the  General  Accounting  Office  you  referred  sev- 
eral times  | to  Attorney  General’s  figures.  I take  it  you  meant  the 
Comptroller  General  ? 

Mr.  Henry  Kaiser.  I meant  the  Comptroller  General.  They  were 
not  all  Comptroller  General’s  figures.  He  merely  submitted  them. 

Mr.  Coles,  They  are  the  Maritime  Commission’s  figures,  and  they 
are  in  evidence  as  exhibit  1. 

Mr.  Henry  Kaiser.  I appreciate  that. 

Mr.  Coles.  The  total  profit  figures,  the  investment-in-yards  figures, 
and  the  investment  of  the  Government — those  were  Maritime  Com- 
mission figures.  They  were  introduced  as  exhibit  1. 

Mr.  HEijrRY  Kaiser.  Yes. 

Mr.  Bradley.  I recall  that  at  the  time  the  First  War  Powers  Act 
was  passed  by  the  Congress  there  was  a vigorous  fight  against  cost- 
plus  contracts  and  an  amendment  was  introduced  by  my  colleague  from 
Michigan,  Mr.  Engel,  to  prohibit  cost-plus  contracts,  but  it  was  de- 
feated by  a mere  two  votes.  Had  we  gone  into  competitive  bidding 
and  cut  out  the  cost-plus  contracts,  we  would  be  a lot  better  off  today, 
from  a taxpayer’s  viewpoint. 
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Mr.  Henry  Kaiser.  You  are  right.  I spent  literally  weeks  in  a 
sincere  effort  to  get  competitive  bidding.  I really  believed  that  com- 
petitive bidding  would  have  helped  the  situation.  But  I didn’t  know 
it  all.  The  Chiefs  of  Staff  and  others  did  not  agree  with  that. 

Mr.  Bradley.  That  is  true.  That  was  the  argument  on  the  floor  of 
the  House.  But  the  Maritiirie  Commission,  the  Army,  and  the  Navy 
said  that  they  had  no  time  to  wait  for  competitive  bidding;  they  had 
to  go  along  on  cost  plus.  This  price-minus  thing  came  in  later. 

Mr.  Henry  Kaiser.  For  your  information,  I wanted  competitive 
costs  shown  daily  or  monthly  of  all  the  various  situations  in  all  the 
plants  as  an  incentive  to  a particular  plant.  I understand  that  in  one 
of  our  competing  yards  there  was  a great  sign  saying  “Beat-  Oregon.” 

Mr.  Bradley.  Permanents  did,  apparently.  I agree  with  you  on 
that.  But. I do  not  see  how  it  would  have  been  physically  possible, 
based  on  the  muddled  auditing  situation  in  the  Maritime  Commission, 
about  which  you  complained  to  us  on  the  west  coast. 

Mr.  Henry  Kaiser.  I am  sure  you  will  not  find  our  accounting  sys- 
tem muddled. 

Mr.  Bradley.  I don’t  know.  It  has  been  pretty  hard  for  you  to 
remember  some  figures  here  today. 

Mr.  Henry  Kaiser.  You  cannot  produce  these  figures  instantane- 
ously. We  pride  ourselves  on  our  accounting  system,  and  I think  the 
Comptroller  General  will  agree  with  us. 

Mr.  Bradley.  I sincerely  hope  so,  because  the  Comptroller  General 
and  the  General  Accounting  Office,  are  operating  under  rigid  legal  re- 
strictions that  I did  not  realize  until  those  hearings  came  up.  That 
is  why  I was  surprised  yesterday — and  I think  this  is  a matter,  Mr. 
Chairman,  for  legislation  in  the  next  Congress,  to  give  them  more 
authority.  I had  always  understood  that  they  were  the  watchdogs 
of  the  Treasury,  but  apparently  in  the  case  of  the  Maritime  Com- 
mission and  all  these  other  agencies  they  are  limited  by  the  law  to 
merely  finding  out  the  terms  of  the  contract,  whether  the  work  has 
been  performed,  and  whether  proper  check  has  been  paid  for  it. 

Mr.  Henry  Kaiser.  I am  told  not. 

The  Chairman.  My  understanding  was  that  they  were  probably  a 
little  stricter  with  regard  to  the  Maritime  Commission  and  more 
liberal  as  to  other  agencies  of  the  Government. 

Mr.  Henry  Kaiser.  I think  they  were.  We  had  15  or  20  of  their 
staff  constantly  in  our  Permanente  offices  and  in  all  of  our  offices. 

Mr.  Bradley.  I appreciate  that.  Were  they  not  there  for  the 
express  purpose  of  finding  out  whether  you  had  performed  your  con- 
tract, whether  the  proper  bills  had  been  submitted,  and  proper  checks 
paid  in  the  amount  authorized  by  the  Maritime  Commission? 

Mr.  Edgar  Kaiser.  What  my  father  said  is  correct.  The  GAO  had 
a staff  in  each  of  our  shipyards  of  15  or  20  or  30  people.  That  staff 
in  most  of  the  yards  was  from  the  Investigation  Section  of  GAO. 
There  were  two  prime  sections — the  Audit  Section  and  the  Investi- 

gation  Section.  We  also  had  in  some  of  the  yards  audit  sections  of 
AO.  They  made  thorough  and  complete  audits  of  every  single  thing, 
and  the  Maritime  Commission  constantly  kept  them  fully  informed, 
whether  it  was  the  Audit  Section  or  the  Investigation  Section. 

Mr.  Bradley.  Kept  them  fully  informed  ? 

Mr.  Edgar  Kaiser.  Yes. 
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Mr.  Bradley.  We  liad  testimony  out  on  the  west  coast  from  Mr. 
Bryan  that;  you  did  not  know  yourself  within  $8,000,000  how  much 
inventory  you  had  from  day  to  day. 

Mr.  Edgar  Kaiser.  But  Mr.  Bryan  was  a special  person.  Those 
were  not  the  facts.  The  Maritime  Commission  did  know,  and  they 
knew  what  jthe  conditions  were.  The  man’s  mind  was  warped. 

Mr.  Bradley.  Warped? 

Mr.  Edgar  Kaiser.  There  was  something  wrong  with  Bryan. 

Mr.  Bradley.  He  was  warped  because  he  gave  damaging  testimony 
that  the  Maritime  Commission  could  not  and  did  not  later  refute. 

Mr.  Edgar  Kaiser.  Maybe  they  did  not,  but  they  should  have. 

There  was  a monthly  report  submitted  by  GAO  to  the  Maritime! 
Commission. 

Mr.  Bradley.  I am  talking  about  the  Maritime  Commission’s  audi- 
tors now.  ; 

Mr.  Edgar  Kaiser.  They  did  have  that  investigating  section  out 
there,  and  they  knew  the  situation.  They  were  in  other  yards  on  the 
west  coast,  too,  I think.  The  GAO,  sat  in  with  us  and  reviewed  how 
we  received!  materials — how  we  were  handling  our  invoices.  Anyone 
here  who  has  the  idea  that  GAO  did  not  know  is  wrong. 

Mr.  Bradley.  I did  not  say  they  did  not  know. 

Mr.  Edgar  Kaiser.  I did  not  say  you  did. 

Mr.  Bradley.  I am  talking  about  their  legal  limitations. 

Mr.  Edgar  Kaiser.  If  an  investigation  section  has  the  power — which 
they  do — to  go  in  and  investigate  all  those  yards,  and  they  can  show 
up  something  that  is  fraud  or  wrong,  anything  that  is  really  wrong 
is  going  to  come  to  light. 

Mr.  Bradley.  That  is  exactly  why  this  investigation  started — be- 
cause the  GAO  now  believes  that  things  were  wrong. 

Mr.  Edgar  Kaiser.  I am  not  trying  to  defend  either  the  Commission 
or  the  GAO.  I am  trying  to  tell  you  what  they  did  out  there. 

Mr.  Bradley.  They  found  evidence  of  possible  fraud  in  their  audit 
of  the  1943j  books,  but  prior  to  1943  they  could  not  get;  an  audit  out 
of  the  Maritime  Commission  because  their  accounting  methods  were  so 
faulty.  | 

Mr.  EDGiR  Kaiser.  I think  that  is  another  question.  That  is  an- 
other argument  between  the  Maritime  Commission  and  the  GAO  with 
which  I amj  not  familiar. 

Mr.  Bradley.  The  fact  still  remains  that  this  investigation  started 
because  of  irregularities  found  in  the  auditing  system  of  the  Maritime 
Commission.  They  had  been  asked  by  the  former  head  of  the  Mari- 
time Commission  to  set  up  an  adequate  auditing  system  as  far 
back  as  1939.  Unless  they  have  done  it  since  this  investigation 
started,  they  still  have  a very  faulty  auditing  system  in  the  Maritime 
Commission,  and  that  is  what  Mr.  Oasey  was  following  up  yesterday 
On  the  original  testimony  that  we  had  from  their  Investigation  Sec- 
tion. 

Mr.  Edgar  Kaiser.  All  I am  trying  to  say,  Mr.  Bradley, 'is  that  the 
Maritime  Commission  and  the  GAO,  in  my  opinion,  in  the  shipyards 
we  operated,  knew  what  was  going  on  and  knew  where  we  stood. 

Mr.  Bradley.  Then  let  me  ask  you  this : Why  did  your  father  tes- 
tify before  our  subcommittee  out  in  San  Francisco — and  I can  give  you 
his  exact  words— that  he  wanted  an  adequate  auditing  system  in  the 
Maritime  Commission  ? 
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Mr.  Edgar  Kaiser,  Because  we  had  a situation  in  yard  No.  3 where 
we  had  someone  from  the  Maritime  Commission — bear  in  mind,  one 
man — who  was  reporting  half-truths  and  mistruths,  both  to  the  GAO 
people  and  to  the  Maritime  Commission  people  themselves ; and  the 
Maritime  Commission  people,  their  regional  auditor,  would  come  out 
and  say  all  this-and-such  is  so,  which  sounded  terrible,  and  when  you 
went  back  to  check  the  facts  it  wasn’t  so  at  all.  It  was  caused  by  this 
one  individual,  and  at  that  time  rightly,  we  thought.  We  thought, 

“For  God’s  sake,  what  is  going  on  in  the  Maritime  Commission?” 

As  a result  of  the  hearing  you  held  out  there,  they  then  appointed 
a committee  to  come  out  and  investigate  that  and  find  out  what  the 
trouble  was. 

Mr.  Bradley.  Just  .a  minute,  and  I will  see  exactly  what  your  ' 
father  said,  and  see  whether  he  now  wants  to  retract  it.  Here  is  what 
your  father  said  out  there  on  the  west  coast  on  Tuesday,  June  29,  at 
10  o’clock  in  the  morning  [reading]  : 

Mr.  Kaiser,  The  opening  statement  I wish  to  make  is  one  that  I am  very 
seriously  interested  in,  and  I am  sure  the  Merchant  Marine  Committee  can  be 
very  helpful  on  it;  that  is,  that  the  Kaiser  interests  would  be  delighted  to  have 
the  assistance  of  the  Merchant  Marine  Committee  in  establishing  a current  audit 
position.  We  want  this  much  more  than  the  Government.  This  would  reauire 
the  assistance  of  many  departments  of  the  Government.  4 

Mr.  Edgar  Kaiser.  I can  answer  that  for  him.  He  will  want  that 
statement  to  stand,  because  that  was  exactly  the  case,  but  that  was  the 
about  1011  cretd:ed  ky  this  one  individual  at  the  time  you  are  talking 

Mr.  Bradley.  We  will  skip  that.  We  had  plenty  of  other  evidence 
out  there  substantiating  Mr.  Bryan’s  statements.  We  also  had  plentv 
of  evidence— your  father  stressed  the  efficiency,  the  quality  of  the 
work  in  your  various  yards,  and  I will  grant  you  you  did  a remarkable 
job  during  the  war  and  are  to  be  congratulated  on  it,  but  we  certainly 

of  ya?d  No  °3  ^ °f  6Vldence  011  the  west  coast  criticizing  the  inefficiency 

Mr.  Edgar  Kaiser.  That  is  right. 

Mr.  Bradley.  I also  want  to  point  out  that  w'e  had  plenty  of  evi- 
dence  of  lack  of  quality  of  products  from  that  yard,  as  well  as  from 
£kers.  We  have  heard  numbers  of  stories  of  ships  that  have  broken 
in  two  that  were  Kaiser-built. 

Mr.  Edgar  Kaiser.  That’s  right— and  others. 

iRaTV/t  v^DLEn  We  ha.’e  a!so  had  evidence  before  us  down  there  from 
R Con\miSlS101l  inspectors,  and  other  inspectors,  of  bulk- 

tom  oilt  WCTe  Up  a f00t  OUt  of  line’ that  had  to  be  torn  up  and 

Mr  Edgar  Kaiser.  I know  those  stories.  I do  not  know  them  to 
be  a fact.  The  American  Bureau  of  Shipping  records  do  not  show 
that,  so  far  as  faulty  construction.  SJl0w 

atT'tPEADLt/'  ™d  tPe  Government  inspectors  to  prove  that 
-f  • 1 +rDG‘aK  Kaiser.  That  is  right ; but  there  is  a record  right  straight 
10m  the  American  Bureau  of  Shipping  on  each  of  the  failures  Imw 

hZ  been’ U&  £&*  #1  ^ lm0wledS«  »•  *“*>’ 

iCsit: 
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were  bulkheads  out  of  line  that  had  to  be  put  back  in  place,  due 
to  the  hurry-up  production. 

Mr.  Edgar  Kaiser.  No  ; I do  not.  , 

Mr.  Bradley.  You  do  not  deny  that  there  were  welders  that  wen,, 
in  there  and  took  the  training  course  that  the  Government  paid  for, 
that  walkedjin  and  punched  the  clock  and  walked  out  again  and  then 

paid  $5  to  pass  the  examination  ? , , , ,,  D 

Mr.  Edgar  Kaiser.  That  is  right ; but  I can  come  back  to  the  over- 
all cost  of  building  the  ship  and  the  time  of  performance  and  the 
quality  of  tlie  ship.  That  still  answers  the  question. 

Mr.  Bradley.  I would  still  like  to  see  the  figures  on  the  over-all 

' C°Mr.  Edgar  Kaiser.  They  are  available.  We  submitted  them  for 
th.6  r6cord. 

Mr.  Bradley.  Bid  I understand  you  to  say  yesterday,  Mr.  Kaiser, 
that  Mr. who  was  the  man  who  had  the  previous  shipbuilding  ex- 
perience before  you  started  ? T ir 

Mr  Henry  Kaiser.  There  are  two  of  them.  One  of  them  was  J.  1. 

Shea — Charlie  Shea.  You  probably  know  him.  He  was  m World 
War  I in  Seattle  in  that  shipbuilding  program,  and  Jack  McEachein 

was  in  the  Oregon  program.  . , „ , 

Mr.  Bradley.  I thought  a few  minutes  ago  you  said  McEachem 

had  no  connection  with  Kaiser.  . , . ...  , , 

Mr.  Henry  Kaiser.  He  had  25  percent  interest  m Consolidated 
Builders,  that  is  part  of  my  evidence. 

Mr.  Bradley.  I was  quite  disturbed  yesterday  when  you  said  that 
despite  the  fact  that  you  own  100  percent  of  Kaiser,  Inc.,  and  are 
a man  who  is  said  to  control  a billion-doll  ar  empire,  to  have  you  tes- 
tify before  'the  committee  that  you  could  not  recall  whether  you  had 
endorsed  a I note  for  $11,000,000.  That  is  not  chicken  feed,  and  it 
seems  to  me  I would  certainly  remember  whether  I endorsed  a note 

fOMr1:LHENRY0kAisER.  I will  tell  you.  In  the  first  place,  I do  not 
think  I endorsed  any  of  the  notes.  I do  not  know  that  I endorsed  a 
single  note  We  have  one  building  alone  of  our  own,  the  Kaiser 
Budding  of  10  floors,  and  many  of  the  bank  agreements  I know  I 
never  sen  Those  bank  agreements  are  voluminous.  I am  operating 
28  industries. 

Mr  Bradley.  I appreciate  that.  . . , 

Mr.  Henry  Kaiser.  And  I just  couldn’t  memorize  something  for 
vou  accurately.  I can  get  the  record  for  you.  „ . . 

( Exhibit  35  °ives  an  additional  written  answer  by  Mr.  Kaiser.) 

Mr.  Bradley.  Who,  in  Kaiser,  Inc.,  wouid  endorse  the  original  note, 

■as  I understand  it,  for  the  shipyard  venture  of  $11,000,000? 

Mr  Henry  Kaiser.  I think  our  treasurer  would  probably  do  that. 

Mr!  Bradley.  Would  it  be  countersigned  by  the  president  on  an 

amount  as  big  as  $11,000,000  ? , . . 

McHenry  Kaiser.  The  loans  were  really  something  m size,  and 
are  today  ’ For  instance,  I couldn’t  tell  you  right  now— we  are  using, 

I think,‘ ah  obligation  from  the  bank  of  $16,000  000  for  operating 
capital  alone  in  aluminum.  I could  not  tell  you  the  details  of  that 
E l would  have  to  get  that  loan  agreement,  and  that  is  postwar. 

That  is  just  operating  capital  alone,  and  that  is  only  recently. 

Mr  Bradley.  Counsel  has  sought  to  bring  out,  and  I think  prob- 
ably has  bqen  able  to  explain,  or  at  least  you  explained  to  your  satis- 
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faction,  but  perhaps  I am  dumb,  but  I cannot  figure  out  how  you  were 
entitled  to  charge  the  loss  of  your  steel  plant,  against  the  ship  profits. 

Mr.  Henry  Kaiser.  Well,  I think  I can  give  you  that  veiy  clearly, 
maybe.  We  tried  to  write  it  out  last  night. 

Mr.  Bradley.  As  I understand  it,  you  had  something  like  $46,000,- 
000,  or  $41,000,000,  profit,  in  shipyards,  and  wrote  it  oft  with  $4b,uuu,- 

OOO’in  steel,  or  something  like  that.  , , , ■,  ■ , • 

Mr.  Henry  Kaiser.  This  is  very  carefully  worked  out,  and  it  is 

<HI^aLer  Co.,  Inc.,  which  counsel  is  talking  about,  operations  in- 
clude the  production  of  steel  for  ships  and  for  shells  and  other  war- 
products  as  well  as  the  production  of  ships.  Both  were  an  integral 
part  of  operations  of  this  one  company,  and  as  a matter  of  practical 
common  sense  as  well  as  law,  both  operations  were  treated  as  they-  wore 
in  fact,  as  the  operations  of  one  company,  under  the  specific  pro visio  s 
of  the  law  passed  by  Congress,  the  Renegotiation  Act.  _ Both  opera- 
tions of  the  one  company  are  lawfully  considered  as  one  m the  case  ox 
this  company,  as  well  as  in  the  case  of  hundreds  of  other  companies 
similarly  situated.  This  is  not  only  our  interpretation  of  the  facts 
and  the  law,  but  it  is  the  interpretation  of  virtually  every  law  officer  of 
the  Government  agencies  concerned  with  this  problem,  and  it  was  so 
testified  before  the  House  Committee  on  Ways  and  Means  last  year. 

Mr.  Bradley.  I am  glad  you  mentioned  that-  Ways  and  Means,  be- 
cause I have  a copy  of  a letter  from  the  Honorable  Roy  O.  Woodruff, 
of  the  Ways  and  Means  Committee,  addressed  to  Judge  Bland,  copy 
of  which  he  sent  to  me,  and  the  judge  says  he  has  no  objection  to  my 
reading  it  at  this  time.  It  is  dated  September  23,  194b.  [Reading :] 

My  Dear  Judge:  Press  reports  indicate  that  Mr.  Henry  Kaiser  will  appear 
before  vour  committee  this  week.  War  profiteering  on  the  part  of  New  ileal 
sacred  cows  has  cost  the  American  people  many  billions  of  dollars.  Many  of 
these  billions  have  been,  illegally  and  contrary  to  law  paid  to  these  New  Deal 
sacred  cows.  I sincerely  hope  your  committee  will  properly  and  exhaustively 
explore  the  whole  Kaiser  group  and  other  war-profiteering  conditions  in  the  Mari- 
time Commission  and  War  Shipping  Administration,  lettmg  the  chips  fall  where 

^Congress  enacted  the  renegotiation  law  to  eliminate  profiteering  In  war  con- 
tracts and  made  the  renegotiation  of  almost  all  productive  contracts,  over  certain 

amounts,  compulsory.  r lr  . 

Hearings  before  the  Ways  and  Means  Committee  on  April  12,  1945,  show 
Admiral  Land  testified  in  answer  to  my  query  “profits  of  Kaiser  companies 
pledged  to  service  Reconstruction  Finance  Corporation  loans  of  approximately 
'fci  no  ooo  ooo  ** 

The  same  hearings,  pages  224-225,  show  that  the  Reconstruction  Finance 
Corporation,  on  my  demand,  filed  with  the  Ways  and  Means  Committee  con- 
firmation that  profits  accruing  to  Kaiser  companies  from  ship-construction  con- 
tracts had  been  pledged  to  the  Reconstruction  Finance  Corporation  to- liquidate 
loans  of  some  110  millions  of  dollars.  . 

The  Congressional  Record  of  August  1,  1946,  page  A4985,  and  that  of  August 
2,  1946,  page  A5045,  show  that  the  Maritime  Commission  paid  the  Kaiser  com- 
panies partial  ship-contract  profits  of  some  120  millions  of  dollars. 

“Review  of  Renegotiation  Proceedings,  Kaiser  Companies,’’  filed  with  the  Ways 
and  Means  Committee  by  Admiral  Land,  on  my  demand,  shown  in  hearings  of 
April  12,  1945,  page  145,  reveal  that  Kaiser  companies  were  “assigned  to  Mari- 
time Commission”  and  fees  and  bonuses  allowed  four  companies  listed  as  haying 
capital  stock  and  surplus  of  less  than  $600,000,  had  received  more  than  85  millions 
of  dollars  after  renegotiation  for  supervising  construction  of  895  vessels. 

Facilities  for  vessel  construction,  all  materials  used,  labor  and  other  costs  for 
constructing  these  vessels  were  supplied  by  funds  from  the  Treasury  of  the 
United  States. 


Approved  For  Release  2003/10/10  : CIA-RDP64B00346R000400060002-4 


ApprqtJgJ  For  Release  2003/^^^ljy^g4B00346R000400060002-4 

ancl  bonuses  of  120  millions  of  dollars  for  supervising  construction 
I® 9 Peri0(i  of  3 or  4 years,  with  no  investment  on  the  part  of  contractor 

}e^pa;idized,  savors  of  war  profiteering  at  its  worst.  1 c actor 

7au,'.lure  °^'  tbe  Maritime  Commission  to  protect  Reconstruction  Finance  rv>r 

l C0St  the  AmeriCan  pe°ple  an  ^i&CeorC°Tr0 

Your  committee  should  ascertain  why  the  Kaiser  sroun  hivino-  nia4<»* 
fn  fhe°M  trHCti0Dc?rofltf  of  moro  tban  ^120,000,000  and  asstJSS  thefr  pronerties 
loan  of  lnf0000rn^  S^“aS  Security  for  Reconstruction  Finance  ^rpoiation 
S $11.0,000  000  to  Katser  companies,  permitted,  on  payment  ofonlvIO 
K-nUio?S  by  lthe*  Kaiser  Sroup  to  the  Reconstruction  Finance  Corporation  these 

£SU™&»m*‘re  *«■“».»  *»  stUH»»s,r«lon  .ffltfS 

*sssts?i'  dsRfi  ssixjsajzs  ssjst 

eonstructicmjproflts  ^l^SdateThe^lSons^ruetion^nan^Corpora^on^oans! 
What  can  you  answer  to  that  ? RoY  °’  WoODEUFF- 

Mr.  Bradley  That  is  why  I would  like  to  get  your  answer. 
rvM-  - ,PENp,i  Kaiser.  I would  like  to  say  this  first,  that  the  Kaiser 
f ? °^y  +C0J"Par,y  that  1 ku°w  of  that  deliberately  and  willfully 
obligated  ajll  of  its  fees  to  the  Government,  instead  of  keenin-  them 
and  having  them  for  carry-back  purposes  and  every  other  purpose 
T&H  lts  fees  to  fhe  Government  to  pay  for  a steel  mill  P 
Now,  thejexact  opposite  occurred  with  the  United  States  Steel  Corn 

pCttfj ZS"  *100>°»?i0?’ wWot  h»  -MfofasatfeZ’ 

for  thf  Shii  rr0Wlng  t^at  mTey>  and  which  was  necessary 

Steel  cfSoO 000 CM*  PTT  here’  t,1°y,navc  to  the  United  States 
• ,T  -Y?0’000  on  wliat  was  called  by  them  a dream  nlant 

pfess^Snd ' aSMV?tr  f6?  they  Said  in  the  last  week  in  the 

Woodruff  efcplam  ?hS  *"  ^ f°r  $40’000>00()-  N»*-  '<*  Mr. 

Mr.  Bradley  Were  the  United  States  Steel  Corp.  required  bv  Re 
cons  ructm^  Finance  Corporation  to  put  up  any  collaS?  J 

paid  ‘as  well'  N°+  n0t  a Ce£t-  ,They  were  paid,  and  they  were 

fw’rl  T’  2,5  ent;S  a ton  royalty  for  the  ore  that  they  had  and 
they  did  not  put  up  one  nickel,  not  even  the  operating  capital  ’ 

with  the  Uf^WrS  afed;.W]th  a 8T0UP  of  others,  to  bufid  the  plant 
witn  the  Utfiih  Construction  Co.,  one  of  the  sn-caliari  F . 

in^ of  th  ecifCa?' I and  definitely  refused  to  participate  in  t^bifiM- 

lnto  of  the  plant,  because  I did  not  want  to  be  involved  on  one  of  these 
Slons  this  counsel  has  constantly  endeavored  to  fn^lve  me  in 

“S^terful  “■ 1 “ “• <» «*  twoteth,: 

(Exhibit  35  gives  an  additional  written  answer  by  Mr.  Kaiser.) 
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Now,  get  this  clear:  At  Geneva,  that  plant  cost  $200,000,000.  It 
did  not  produce  as  much  steel  as  the  Fontana  plant— not  as  much 
And  the  Fontana  plant  cost  only  $100,000,000.  And  the  evidence  is 
clear,  sworn  evidence,  that  I went  to  the  Deconstruction  Finance  Cor- 
poration or  the  Defense  Plants  Corporation  and  distinctly  asked 
pleaded,  and  begged,  to  be  permitted  to  have  a steel  plant  on  the  same 
basis,  as  the  United  States  Steel  Corp.,  and  I was  refused,  and  it  is 
m *jlls  idtie  booklet.  If  you  will  permit  me,  I will  read  it 
Mr.  Bradley.  I read  the  little  booklet. 

Henry  Katser.  I was  refused,  and  they  in  turn  gave  $200,000,- 
to  tlie  Lnited  States  Steel  Corp.  for  a dream  plant.  They  forced 
us  to  build;  they  would  not  let  us  even  buy  the  material  or  the  ma- 
chinery, where  the  United  States  Steel  Co.  existed,  and  we  fought  our 
way  through  that  and  we  received  many  awards  for  the  work  we  did 
there,  and  many  congratulatory  letters  during  the  war.  The  shell 
Program  was  tremendously  improved  as  a result. 

Mr  Bradley.  I knew  you  would  get  a chance  to  make  a good  stump 
speech  on  that  before  you  got  through.  I judged  that  by  the  booklet. 

Mr.  Henry  Kaiser.  I thank  you.  You  gave  it  to  me.  I am  not  any- 
where near  through  on  it.  I would  like  to  go  all  the  way  through,  now 

that  you  presented  that  prejudiced  statement. 

. Mr.  Bradley.  You  just  said  a few  minutes  ago  that  you  did  not  want 

to  build  a steel  company,  and  I have  been  trying  to  find  your  testi- 
mony m here  of  yesterday.  My  recollection  was  that  you  said"  when 

** you  M wmt  to  Md » - -w 

Mr.  Edgar  Kaiser.  That  is  right. 

I^E1!RT  Raiser.  I will  give  you  this  same  an  opinion  on  Kenego- 
tiation  Act  that  you  referred  to,  with  the  date.  I would  like  to  read 
this,  and  would  again  like  to  read  it  as  a result  of  Mr.  Woodruff’s 
prejudiced  statement.  [Beading:]  vvoouruns 

Land  This  is  the  position  of  the  Maritime  Commission,  the  War  Shin- 
plug  Administration,  and  the  renegotiation  boards  of  both  nnr?  t wnni/i  n P”, 
this : So  far  as  I am  concerned,  I am  a strong  in  givw  a breal  to 

poorer  job°  d°6S  * bett6r  J°b  m0re  than  1 a™ a man  a brcLlf  who  does  a 

The  Chairman.  From  what  are  you  reading? 

Mr.  Henry  Kaiser.  The  same  hearing  of  this  Wavs  on <7  Manna 
Committee  that  has  just  been  referred  to,  page  156  ” 7 d M 
The  Chairman.  All  right. 

Mr.  Henry  Kaiser  (reading) : 

principles  that  yon  have  enunciated  and  for  which  I stand  and  thnt  io  fhn, 

centage  allowed  than  some  of  the  others.  y'  nas  a higher  per- 

RaS^’  w S1°1|Irhea^inI  [efutes— I do  not  want  to  bore  you  with  it 

I aJvoi  H^TTnitol <£“!  SaS’  Tn  my  statement  now  does. 

1 ask  you,  if  the  United  States  Steel  Corp.  is  given  $200,000,000- 

you?'  BRADLEY-  Are  you  interrogating  us,  or  are  we  interrogating 

93486—46 8 
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Mr.  Henry  Kaiser.  You  asked  me  the  question.  Y ou  said  you  gave 

m If  tunitef  States  Steel  Corp.  is  allowed  to  take  $200,000,000  plus 
interest  of  the  Government’s  money,  and  then  buy  it  back  for  20 

CeMr.°BRADLEY.  You  have  paid  back  only  $10,000,000,  according  to 
Woodruff,  on  $120,000,000. 

Mr  Henry  Kaiser.  We  have  paid  a lot  more  than  that. 

Mr.  Bradley.  I am  asking  you,  how  much  have  y.o«  P»id  back . 

Mr.  Henry  Kaiser.  The  best  information  I have  is  $27,000,000. 

Mr.  Bradley.  On  $120,000,000. 

Mr  Henry  Kaiser.  That  is  right.  . 

Mr.  Bradley.  Now,  if  I understood  you  correctly  a few  »ut 
ago,  you  said  you  did  not  want  to  get  the  steel  plant,  that  you  fought 

lt'm.  Henry  Kaiser.  Oh,  no.  I wanted  a steel  plant  because  we  Were 
not  being  delivered  steel  by  both  Bethlehem — and  I will  go  fu  th  r 
Sow  wewere  not  getting  steel  from  Bethlehem,  we  were  not  getting 
steel’ from  United  States  Steel  for  the  ships.  I wnite  them  botb  a 
letter  I was  told  that  I was  fighting  the  wrong  people,  that  if  I kept 
on  with  that  I would  get  hurt,  so  I went  ahead  and  got  hurt  and  built 
this  plant  Ind  borrowed  the  money  and  put  it  up  and  guaranteed 

eVMrtBRADLEY!aThatTs  all  in  the  hearings  of  yesterday.  Ihave  your 
statement  right  before  me  here  now.  You  apparently  did  not  even 
know  yesterday  who  was  the  president  of  the  company.  You  s 
here  [reading]  : 

Mr.  Coles.  : Who  was  the  president  of  the  company? 

Mr.  KAisEit.  I don’t  know. 

Mr.  Coles.  Were  you  not  the  president/ 

' Mr.  Kaiseb.  I hope  so.  . 

Mr  Henry  Kaiser.  In  all  fairness  to  me,  I am  operating  28  in- 
duces and  my  memory— I will  not  trust  it  to  serve  m answering 
Questions  biefore  a committee  when  I am  under  oath.  I want  to  get 
you  accurate  information,  and  I think  you  would  want  me  to  do  that, 

would  you  not?  . . 

Mr.  Bradley.  That  is  quite  obvious. 

Mr  Henry  Kaiser.  You  would  want  me  to  do  that. 

Mr  Bradley.  I think  you  have,  if  I may  be  pardoned  to  say  so,  a 
very  convenient  lapse  of  memory  on  too  frequent  occasion8. 

Mr  Henry  Kaiser.  I would  like  to  challenge  you  on  that.  I would 

jour  son  with  you,  you  h,™  presum.blv 
VOur  auditor.  At  least  he  knows  where  to  find  stuff  m the  books.  And 
Lu  have  your  attorney.  Yet  frequently  m this  record,  and  the  record 
S yesterday  is  replete  with,  “I  don’t  know”;  “I  don’t  know  ; I 

<1(mVhSry  Kaiser.  Because  of  the  fact  that  you  had  the  informa- 
tion alreX  in  ^ book,  and  I don’t  want  to  be  placed  in  a position 
where  my! memory — well,  there  are  150  pages  of  evidence  here  that 

that  Mr.  Coles  knew  in  advance  what 
Questions  he  was  asking  and  what  the  answers  were,  but  the  committee 
does  not  know  them.  We  do  not  know  the  questions,  nor  did  wg  kn  w 
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tlie  answers,  and  the  only  way  to  find  out  is  to  have  him  interrogate 
you  and  have  you  give  us  the  answers. 

Mr.  Henry  Kaiser.  The  answers  were  in  the  book.  The  chairman 
kept  repeating  that  where  the  answers  were  in  the  book  I did  not  have 
to  answer. 

Mr.  Bradley.  We  do  not  know  anything  about  what  the  answers 
were  going  to  be. 

Mr.  Henry  Kaiser.  I do  not  blame  you.  „I  brought  some  books  along 
so  you  would  have  books  yourselves. 

Mr.  Bradley.  These  ladies  and  gentlemen  of  the  press  do  not  know 
what  the  answers  are.  That  is  why  we  have  open  hearings.  We  do 
not  have  hearings  to  put  stuff  in  the  record,  which  cannot  be  printed 
until  after  the  next  Congress  convenes.  They  cannot  be  printed 
and  they  cannot  be  public  property  unless  questions  are  asked  here 
and  covered  by  the  press. 

Mr.  Henry  Kaiser.  You  did  hear  me  say  yesterday  that  I would 
provide  everything  written  so  it  would  be  accurate.  There  could 
not  be  anything  wrong  with  that,  could  there? 

Mr.  Bradley.  Could  you  not  give  the  same  answers  verbally  ? 

Mr.  Henry  Kaiser.  I did,  consistently. 

Mr.  Bradley.  I do  not  find  -it  in  here.  It  is  “I  don’t  know”  ■ “I 
don’t  know,”  “I  don’t  know,”  all  the  way  through. 

Mr.  Henry  Kaiser.  Oh,  no;  that  is  not  fair.  Surely  I said  “I  did 
not  know,  I would  have  to  get  the  information.”  I am  sure  that  you 
will  be  fair  about  it,  now. 

Mr.  Bradley.  I certainly  want  to  be  fair. 

Mr.  Henry  Kaiser.  You  are  not  being  fair  when  you  saw  me  here 
struggling,  endeavoring  to  get  the  information. 

Mr.  Bradley.  You  can  read  right  through  here  and  find  out. 

Mr.  Henry  Kaiser.  I imagine  it  was.  You  have  the  record  there. 

I don’t  know. 

The  Chairman.  The  records  will  speak  for  themselves. 

Mr.  Henry  Kaiser.  I think  you  believe  I am  trying  to  get  them, 
do  you  not?  & ’ 

Mr.  Bradley.  I believe  you ; yes,  sir. 

Mr.  Henry  Kaiser.  All  right. 

Mr.  Bradley.  I took  your  opening  statement  yesterday  at  your 
full  value,  and  I know  on  the  west  coast  you  gave  us  every  cooperation 
out  there,  and  so  did  your  men  out  there. 

Mr.  Henry  Kaiser.  Thank  you. 

The  Chairman.  Mr.  Weichel? 

Air.  Weichel.  Air.  Kaiser,  outside  of  the  six  yards  we  have  been 
talking  about— I mean,  there  are  six  companies,  are  they  not,  six 
separate  companies  ? J ’ 

The  Chairman.  I did  not  call  on  Mr.  Keogh,  who  just  came  in. 
Ordinarily  he  would  have  been  called  on  next. 

Mr.  Weichel.  I yield  to  Mr.  Keogh. 

Mr.  Keogh.  No;  go  ahead. 

Shipbuilding  Corp.  operated  what, 

Mr.  Henry  Kaiser.  Yes. 

itsdf,'aTMp™rd?Did  tlmt  COrp°ration  operate  a ^rd  owned  by 

Mr.  Henry  Kaiser  I will  tell  you.  I no  longer  own  anything  in 
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information.  I think  that  you  really  should  ask  the  California 
Shipbuilding  Corp.  management  for  information  regarding  it,  be- 
cause I do  pot  feel  I can  be  accurate  about  it. 

Mr.  Weiohel.  Will  you  read  the  question  ? 

(The  pending  question  was  reread.) 

Mr.  Henry  ICaiser.  I do  not  know  what  that  corporation  does  now. 

Mr.  Weichel.  Will  you  please  read  the  question.  I think  I stated  it 
in  the  past  tense. 

Mr.  Henry  Kaiser.  Owned  by  itself  ? 

Mr.  WEiqiiEn.  Please  read  the  question. 

(The  question  was  again  read.) 

Mr.  Henry  Kaiser.  Did  it  ? 

I own  a small  stock  interest  in  that  yard,  or  did  own  up  to  2 years 
ago,  and  therefore  I do  not  believe  it  could  be  owned  by  itself,  if  I 
understand  you  correctly. 

Mr.  Weic  iiee.  Read  the  question  once  more  and,  Mr.  Kaiser,  tell  me 
what  you  do  not  understand  about  it. 

Mr.  Kaiser.  I am  answering  it.  I do  not  think  it  was  owned  by 
itself,  because  I owned  a small  interest  in  it.  You  are  talking  about 
the  shipyard.  The  Maritime  Commission  owned  the  shipyard,  if  I 
am  correct.)  ... 

Mr.  Wei^hee.  The  California  Shipbuilding  Corp.  operated  a Gov- 
ernment yard? 

Mr.  Henry  Kaiser.  That  is  right. 

Mr.  Weiohel.  Did  the  California  Shipbuilding  Corp.  operate  a 
yard  owned  by  itself  ? 

Mr.  Henry'  Kaiser.  No.  It  was  owned  by  the  Government.  I 
think  it  was  owned  by  the  Government.  How  much  of  it  was  owned — 
some  of  that,  I think,  was  owned  by  the  city.  I think  you  should  get 
that  from  the  corporation  management. 

The  Chairman.  You  just  give  what  information  you  have. 

Mr.  Weiohel.  The  California  Shipbuilding  Corp.  did  not  operate 
a totallv  owned  Government  yard,  did  it  ? 

Mr.  Henry  Kaiser.  I do  not  think  it  was  totally  owned.  I think  it 
was  owned  partly  by  the  city. 

Mr.  Weiohel.  I am  talking  about  the  yard,  and  about  the  Cali- 
fornia Shipbuilding  Co.,  which  received  $44,000,000  in  fees.  That 
California  Shipbuilding  Co.,  operated  a Government  yard.  Did  it, 
or  did  it  nqt,  or  do  you  know? 

Mr.  Henry  Kaiser.  It  operated  the  Government  facilities,  the  Gov- 
ernment-owned  facilities.  I think  the  yard  was  or  is  still  owned  by 
the  city.  . . 

Mr.  Weiohel.  The  Government  paid  for  it,  and  you  just  operated 
it?  | 

Mr.  Henry  Kaiser.  No;  I never  operated  it. 

Mr.  Weichel.  Did  the  California  Shipbuilding  Corp.  operate  it? 

I mean,  according  to  this  list  they  did. 

Mr.  Henry  Kaiser.  Yes;  I think  they  did. 

Mr.  Weiohel.  Did  the  California  Shipbuilding  Corp.  operate  any 
yard  that  it  owned  itself  ? 

Mr.  Henry  Kaiser.  I don’t  think  so.  I don’t  know  whether  they 
had  additional  yards  or  not.  They  are  here.  They  can  tell  you. 

Mr.  Wei|chel.  Who  is  here  from  the  California  Shipbuilding  Co.? 

(Mr.  John  A.  McCone.) 
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CorP;>  outside  of  the  Grovernment- 
o£nf  l)id  itf  that  the  Government  Paid  for,  operate  a yard  of  its 

Mr.  j ohn  A.  McCone.  No  ; it  did  not. 

Mr.  Weichel  During  the  years  that  the  California  Shipbuilding 

a va?d  oTh.Vnlthe  ftT  ^ fcOS’  y°u  illst  testified  it  dicfnot  havf 
f/J ri  rf  ? K 'h  What  ?t}lf  b"lslness  dld  the  California  Shipbuild- 
111S  Corp.,  do  beside  operate  the  Government  yard  ? 

M^Wetoiiel  ^Yes  ^ question  ProP°unded  to  Mr.  McCone? 

The  Chairman  Mr.  McCone,  wil  you  please  raise  your  right  hand? 

Do  you  solemnly  swear  that  the  evidence  you  will  give  in  this  and 
succeeding  hearings  on  the  same  subject  matter  will  be  the  truth  the 
W at  6 andJ nothing  but  the  truth,  so  help  you  God  * ’ 

Mr.  McCone.  I do. 

E™*™-  Yo'1  saJ  y°u  know  nothing  about  the  California 
Shipbuilding  Corp.,  Mr.  kaiser?  oxma 

Henby  Kaiser.  It  is  not  a Kaiser  yard. 

sold  out  EIGnEIj'  1 d°  n<>t  mean  noW-  1 am  talking  about  before  you 

Mr.  Henry  Kaiser.  I still  have  to  ask  him  about  it. 

Mr.  Weiciiel.  You  sold  out  in  ’45? 

stockholder/*  KAISEK'  He  ran  it:  and  he  manaSed  it.  I was  only  a 

Mr.  Weiciiel.  You  wore  just  a stockholder? 

Mr.  Henry  Kaiser.  That  is  right. 

Mr.  Weiciiel.  You  do  not  know  anything  about  it  at  all  ? 

temin^bo^H  ■ n0‘  k“0W  “Umgh  to  teU  J0” 

ife,®  y°“  h“6  “ything  *°  say  abrat  the  m“a«®- 

Kaiser.  No.  I would  say  I was  there  only  as  a stock- 
holder.  I was  an  officer  or  a director  at  one  time,  I think  ^ 

ae  c.Ss.E"jpSrgEcofP"ErnseI  thit  jou  rend,sred  to 

£ K 'dm  “reSd»enJ  f h6m  He  ^ that- 

Mr‘  Henry  Kaiser.  If  he  asked  me  for  it,  I did. 
tions?  WEIGIII5L•  But  ot]l6rwiae  y°u  know  nothing  about  its  opera- 
Mr.  Henry  Kaiser.  That  is  right. 

Mr.  Weichel.  With  reference  to  the  Kaiser  Co.,  Inc.,  how  manv 

Government-owned  yards  did  it  operate?  , w any 

Mr.  Henry  Kaiser.  Three. 

Mr.  Weichel.  Do  you  know  anything  about  that  company? 

Mr.  Henry  Kaiser.  Oh,  yes.  J 

Mr.  Weiciiel.  With  reference  to  that  company,  did  it  own  and 
operate  any  yards  that  it  owned  itself— any  shipyards  ? d 

Mr.  Henry  Kaiser.  I do  not  think  so. 

Mr.  Edgar  Kaiser.  If  I may  answer  that,  only  insofar  as  we  had 
an  investment  m those  yards,  and  the  amount  of  that  investment  we 
are  going  to  furnish  to  counsel.  1 W6 

• Weichel.  Well,  what  were  the  names  of  the  other  vards  that 
this  company  operated?  Did  this  company  operate  them,  or  did  it 
just  have  an  investment  in  them?  J . ’ u 
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Mr.  Edgar  Kaiser.  Kaiser  Co., Inc.,  operated  three  yards. 

Mr.  Weichel.  Three  Government-owned  yards  < 

Mr  Edgar  Kaiser.  Three  Government-owned  yards,  kn°^  ,a'; 

Swan  Island,  at  Portland,  Oreg. ; Vancouver,  at  Vancouver,  Wash., 

Richmond  3,  at  Richmond,  Calif.  . ■,  •,  i/j 

Mr.  Weiciiel.  Did  it  operate  any  yards  that  it  owned  itself . 

Mr.  Edgar  Kaiser.  Not  that  it  wholly  owned  itself. 

Mr.  Weiciiel.  Not  that  it  wholly  owned? 

Mr.  Edgar  Kaiser.  That  is  correct.  ,,  , * 

Mr  Weiciiel.  What  yards  did  it  operate  that  it  partly  owne  . 
m'  Ek.au  Kaiser.  Well,  » had  some  mratment  m each  of  the 
th"  jarTtlat  X listed,  the’.mom.t  of  which  I do  not  know.  We  will 

furnish  counsel  that  information.  , ETnioor  1 

(Exhibit  35  gives  an  additional  written  answer  by  Mr.  Kaise  .) 

Mr  Weiciiel.  Did  you  operate  those  other  three  ? 

Mr  Edgar  Kaiser.  Those  are  the  same  three  In  other  words,  we 

had  some  investment  in  those  yards.  How  much  I do  not  know.  But 

thpv  are  tended  “wholly  owned  Government  yards. 

Mr  WeicHel.  I mean,  on  these  three,  did  not  the  Government  pay 

f°Mn  EdcIIT  iLiser.  Not  everything.  We  had  some  investment  in 
those  vards  ■ We  want  to  look  it  up  and  find  out  exactly  how  much. 

Mr  ^Weiciiel.  Well,  outside  of  what  you  say  that  you  had  some 
investment,  even  though  the  Government  owned  them,  you  had  actua  y 

: it  is  small,  eery  small,  I think, 

b1.rwSwg< wtt^yZtSTlTy  '*•***  Iou  — 

machinery  in  the  yard? 

Mr.  Edgar  Kaiser.  That  is  right.  , « 

Mr  Weiciiel.  You  did  not  lease  it  to  the  Government . 

Mr  w”TH^™dl°lt  was  true  for  each  one  of  the  yards! 

Mr  Emar  KaisS!  I think  so.  We  are  checking  the  record  to  Bud 

0 MrwSiSf  YoTdo  not  know  whether  that  was  a million  dollars 
or  a hundred. thousand  dollars? 

Mr.  Edgar  Kaiser.  No,  sir. 

WifS.il  proportionately  to  the  total 
of  tlie  vards.  We  are  getting  the  actual  figures. 

Mr  Wi££  Outside  of  that-this  small  investment  thatyou  say 
that  you  had  in  the  physical  assets  of  the  Government  yards  did  tl  e 
Kaiser  Co.,  Inc.,  operate  any  other  business? 

other  business  besides 

thMr°EDGi^iRER.  I would  like  to  refer  to  the  book  for  that. 

Mr.  Weichel.  What  was  the  Fontana  bteel? 

Mr.  Edgar  Kaiser.  That  is  the  iron  and  steel  plant  at  Fontana, 

Calif,  whiich  is  a Kaiser  Co.,  Inc.,  operation.  , 

Mr  Weichel.  Besides  that,  what  other  business  did  it  operate . 

Mr"  Henry  Kaiser.  It  is  still  operating.  The  yard  is  still  operating. 

Mr  Edgar  Kaiser.  That  is  substantially  it. 
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Mr.  Weichel.  I am  talking  about  what  you  operated  before  1946. 

Mr.  Edgar  Kaiser.  Coal  mines  and  ore  mines,  as  part  of  the  iron  and 
steel  division — accessories  to  the  iron  and  steel  division. 

Mr.  Weichel.  Were  they  operated  by  the  Kaiser  Co.,  Inc.,  people  5 

Mr.  Edgar  Kaiser.  That  is  right. 

Mr.  Weichel.  Before  you  got  the  contract  to  operate  these  three 

“ * Mr.' Edgar  Kaiser.  It  was  all  about  the  same  time.  I do  not  know 
whether  iron  and  steel  came  first. 

Mr.  Weichel.  Was  the  iron  and  steel  one  connected  with  the  build- 
ing of  ships,  or  was  it  another  business  venture  that  you  got  from  the 
Government  ? 

Mr.  Edgar  Kaiser.  It  was  the  same  company,  the  same  top  manage- 
ment, but  they  had  divisions.  We  had  management  in  each  of  the 
spots,  just  as  in  the  three  shipyards. 

Mr.  Weichel.  Were  you  in  the  steel  business  on  your  own  capital? 

Mr.  Edgar  Kaiser.  Yes;  because  we  borrowed  it  from  the  Recon- 
struction Finance  Corporation. 

Mr.  Weichel.  When  did  you  start  that,  at  about  the  same  time 
you  got  the  ship  contracts  ? 

Mr.  Henry  Kaiser.  Our  records  show  that  vTe  started  in  1940,  and 
we  did  not  make  the  grade  of  getting  steel  until  1942.  In  the  mean- 
time we  lost  a lot  of  time  building  ships. 

Mr.  Weichel.  But  the  business  of  this  Kaiser  Co.,  Inc— did  it  have 
any  kind  of  business  whatsoever  except  on  money  that  it  borrowed 
from  the  Government  ? 

Mr.  Edgar  Kaiser.  Yes. 

Mr.  Weichel.  Well.  I mean  did  you? 

Mr.  Edgar  Kaiser.  Yes ; we  did. 

Mr.  Weichel.  You  said  you  got  all  this  from  the  Government  on 
the  Fontana  Steel,  and  you  got  the  three  contracts,  and  you  said  you 
had  a little  physical  property  in  these  yards. 

Mr.  Henry  Kaiser.  , It  had  bank  loans. 

Mr.  Weichel.  I was  talking  about  business,  not  about  loans. 

Mr.  Edgar  Kaiser.  You  cannot  operate  business  without  loans. 

Mr.  Henry  Kaiser.  You  could  not  operate  this  business  without 
loans. 

Mr.  Weichel,  Did  it  operate  any  business? 

Mr.  Henry  Kaiser.  It  operated  steel  and  ships. 

Mr.  Weichel.  We  got  this  about  the  ships.  Now,  with  reference 
to  steel.  When  did  it  start  in  the  steel  business? 

Mr.  Edgar  Kaiser.  At  about  the  same  time. 

Mr.  Weichel.  Previous  to  the  time  it  went  in  the  steel  business, 
and  previous  to  the  time  it  got  these  contracts,  what  kind  of  business 
was  this  company  in  ? 

Mr.  Edgar  Kaiser.  It  was  not  organized.  It  was  organized  in  De- 
cember of  1941. 

Mr.  Henry  Kaiser.  It  was  organized  on  December  1, 1941. 

Mr.  Weichel.  Take  the  Oregon  Shipbuilding  Co.  That  operated  a 
Government  yard;  is  that  correct?  The  Government  owned  every- 
thing? 

Mr.  Edgar  Kaiser.  No. 

Mr.  Weichel.  The  Oregon  Shipbuilding  Co.  operated  a Govern- 
ment yard,  did  it  not  ? 
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Mr.  HeJnry  Kaiser.  We  owned  a great  deal  of  property,  and  still 
do,  in  thaj:  yard.  • 

Mr.  Weichel.  Do  you  know  anything  about  the  Oregon  Shipbuild- 
ing Co.  ? j 

Mr.  Henry  Kaiser.  Yes.  That  is  the  one  I am  talking  about. 

Mr.  We|iciiel.  It  operated  a fully  owned  Government  yard  and  re- 
ceived $58;, 000,000,  did  it  not? 

Mr.  He^ry  Kaiser.  Up  to  some  sum.  It  is  not  $58,000,000. 

Mr.  Weioiiel.  I say  the  Oregon  Shipbuilding  Co.  operated  a Gov- 
ernment yard,  fully  owned. 

Mr.  Kenry  Kaiser.  No. 

Mr.  WeIchel.  Did  it  not? 

Mr.  Ke^try  Kaiser.  No. 

Mr.  WEjrciiEL.  Then  the  statement  from  the  Maritime  Commission 
with  reference  to  the  Oregon  Shipbuilding  Corp.  operating  a Govern- 
ment yard;  on  wdiich  the  Government  paid  $22,000,000  for  facilities  is 
not  true  ? j 

Mr.  Henry  Kaiser.  That  does  not  say  “fully  owned.” 

Mr.  We|:chel.  I am  asking  about  fully  owned. 

Mr.  Kenry  Kaiser.  No. 

Mr.  Weichel.  Did  you  operate  a fully  owned  one?  Did  the  Ore- 
gon Shipbuilding  Corp.  operate  one  like  that? 

Mr.  Henry  Kaiser.  No.  We  own  a lot  of  that  property. 

Mr.  Weichel.  With  reference  to  the  Oregon  Shipbuilding  Co., 
what  did  it  operate  for  the  Maritime  Commission  where  the  Maritime 
Commissicjn  sets  forth  a $22,000,000  Government  yard  ? j 

Mr.  Henry  Kaiser.  It  operated  that  $22,000,000  of  facilities,  plus 
our  own  facilities. 

Mr.  Weijciiel.  You  had  facilities  that  you  physically  owned  in  that 
yard?  , 

Mr.  HEijrRY  Kaiser.  Yes,  sir. 

Mr.  Wei|chel.  What  did  you  own  in  that  yard? 

Mr.  Edgar  Kaiser.  We  owned  more  than  a third  of  the  land.  I 

Mr.  Weichel.  In  that  $22,000,000  yard,  you  claim  that  the  Oregon 
Shipbuilding  Co.  physically  owned  some  of  the  facilities  ? 

Mr.  HEijrRY  Kaiser.  More  than  a third  of  the  land,  in  addition  to 
part  of  thej  facilities.  I will  have  to  get  the  facts. 

Mr.  Weioiiel.  Was  the  Oregon  Shipbuilding  Corp.  engaged  in  any 
other  business  besides  operating  this  $22,000,000  yard  ? 

Mr.  Henry  Kaiser.  Yes,  sir. 

Mr.  Edgar  Kaiser.  Yes,  sir. 

Mr.  Weioiiel.  What  was  it  in  ? 

Mr.  Edgar  Kaiser.  It  built  for  the  Army  aluminum  pontoons,  but 
it  built  them  in  this  yard. 

Mr.  WnijciiEL.  In  this  Government-owned  yard  ? 

Mr.  Edgar  Kaiser.  Mostly  Government-owned. 

Mr.  WEipiiEL.  Was  there  no  separation  between  what  was  the  Gov- 
ernment’s $nd  what  was  yours? 

Mr.  Edgar  Kaiser.  Yes ; you  bet  there  was. 

Mr.  Weichel.  Were  the  pontoons  built  in  your  own  private  facili- 
ties in  the  yard? 

Mr.  Edgar  Kaiser.  No  ; it  was  not  separated  by  types  of  buildings. 

Mr.  Weichel.  What  other  business  was  the  Oregon  Shipbuildin°' 

Corp.  engaged  in  ? ° 
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Mr.  Edgar  Kaiser.  There  may  have  been  some  other  work,  hut  those 
two  are  the  prime  work  jobs;  the  shipbuilding  job  and  the  aluminum 
pontoon  contract  are  the  prime  jobs  of  Oregon. 

Mr.  Weichel.  Was  this  pontoon  business  a big  business? 

Mr.  Edgar  Kaiser.  We  built  about  3,000  of  them. 

Mr.  Weichel.  How  much  did  you  get  for  those  apiece,  roughly? 

Mr.  Edgar  Kaiser.  I think  around  $2,700. 

Mr.  Weichel.  So  that  that  was  not  very  much  with  reference  to  the 
over-all  $22,000,000? 

Mr.  Edgar  Kaiser.  That  is  still  a lot  of  business  to  me. 

Mr.  Weichel.  With  reference  to  those  two  things,  that  is  the  only 
business  the  company  had  ? 

Mr.  EWar  Kaiser.  Primarily. 

Mr.  Henry  Kaiser.  It  has  some  private  ships  now. 

Mr.  Edgar  Kaiser.  No. 

Mr.  Weichel.  I am  talking  about  in  the  past — not  now;  just  in 
the  past. 

So  that  out  of  this  particular  company  the  only  other  business  it 
engaged  in  was  that  it  made  three  or  four  thousand  pontoons. 

Mr.  Edgar  Kaiser.  Primarily.  There  may  have  been  some  other, 
relatively  small,  business. 

Mr.  Weichel.  And  those  pontoons  were  made  with  the  Government 
facilities  in  the  Government  plant  ? 

Mr.  Edgar  Kaiser.  Primarily,  yes. 

Mr.  Weichel.  Did  the  company  own  anything?  Did  this  Oregon 
Shipbuilding  Corp.  own  anything  in  this  plant,  outside  of  some  land  ? 

Mr.  Edgar  Kaiser.  Yes. 

Mr.  Weichel.  What  did  it  own  ? 

Mr.  Edgar  Kaiser.  Some  pieces  of  equipment. 

Mr.  Weichel.  A machine  here  and  there  ? 

Mr.  Edgar  Kaiser.  Yes. 

Mr.  Weichel.  It  did  not  amount,  practically,  to  anything? 

Mr.  Edgar  Kaiser.  Yes;  it  did.  You  get  yor  figures  kind  of  dis- 
torted in  this  war  effort.  How  much,  I do  not  know,  and  we  will 
furnish  it. 

(Exhibit  35  gives  an  additional  written  answer  by  Mr.  Kaiser.) 

Mr.  Weichel.  How  many  acres  of  land  was  it  that  you  owned? 

Mr.  Edgar  Kaiser.  At  Oregon  I think  there  was  approximately 
290  to  300  acres,  I would  like  to  check  that  figure. 

Mr.  Weichel.  And  you  had  some  pieces  of  machinery  ? 

Mr.  Edgar  Kaiser.  That  is  right. 

Mr:  Weichel.  That  is  the  only  physical  thing  this  company 
owned  ? 

Mr.  Edgar  Kaiser.  Outside  of  the  land. 

Mr.  Weichel.  We  mentioned  that  once — two  to  three  hundred 
acres.  _ Is  that  what  the  Maritime  Commission  says  is  your  $400,000 
of  capital? 

Mr.  Edgar  Kaiser.  No  ; that  is  not  capital. 

Mr.  Henry  Kaiser.  No ; that  has  never  been  included  in  that. 

Mr.  Weichel.  What  did  this  Oregon- Shipbuilding  Co.  have?1  You 
said  it  had  some  machinery  and  about  300  acres  of  land. 

Mr.  Edgar  Kaiser.  No;  Oregon  Ship  did  not  have  that.  The  total 
acreage  on  which  Oregon  Shipbuilding  Corp.  operated  was  somewhere 
around  290  to  300  acres,  I think. 
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Mr.  Weighed.  Who  owned  that  ? 

Mr.  Edgar  Kaiser.  Part  of  it  was  owned  by  the  Government. 

The  Chairman.  About  how  much  ? 

Mr.  Edgar  Kaiser.  I think  that  the  corporation  owned  better  than 
a third  of  the  land  and  the  Maritime  Commission  about  two-thirds. 

Mr.  Weiciier.  That  would  be  about  a hundred  acres  ? 

Mr.  Edgar  Kaiser.  That  is  right.  I would  like  to  verify  the  figures 
if  you  want  them  accurately. 

Mr.  Weigher.  So  the  Oregon  Shipbuilding  Corp.  owned  100  acres 
of  land  and  some  physical  property  in  the  way  of  machinery? 

Mr.  Edg^r  Kaiser.  Yes.  I would  like  to  check  that. 

(Exhibit  35  gives  an  additional  written  answer  by  Mr.  Kaiser.) 

Mr.  Weicher.  And  that  was  worth  $300,000? 

Mr.  Edgar  Kaiser.  No.  I do  not  know  what  that  was  worth.  That 
figure  you  refer  to  of  capital  does  not  include  that. 

Mr.  Weicher.  It  does  not  include  it  ? 

Mr,  Edo, a u Kaiser.  No. 

Mr.  Weicher.  Was  it  $300,000? 

Mr,  Edgar  Kaiser.  I do  not  know.  I can  find  out  for  you. 

Mr.  Henry  Kaiser.  There  are  $3,000,000  worth  of  capital  here, 
plus  the  $550,000.  That  is  on  exhibit  B.  Would  you  like  this? 

Mr.  Weicher.  No ; I would  like  to  have  one  that  counsel  has. 

Mr.  Henry  Kaiser.  I will  give  you  one  of  these. 

Mr.  Weicher.  No  ; I will  take  ours. 

With  reference  to  the  Oregon  Shipbuilding  Corp. — — 

Mr.  II enry  Kaiser.  “Exhibit  B,  Capital.” 

Mr.  Weichel.  The  one  that  the  Maritime  Commission  says  that  it 
has. 

With  reference  to  what  the  Maritime  Commission  says  was  the 
capital  or  the  Oregon  Shipbuilding  Corp.,  how  much  do  they  say  it  is? 

Mr.  H^nry  Kaiser.  The  Oregon  Ship?  The  Maritime  Commis- 
sion, in  this  statement  I read  here,  says  there  is  a capital  of  $550,000. 

Mr.  Weigher.  The  Maritime  Commission  says  $550,000  for  the 
Oregon  Ship  ? 

Mr.  IIbnuy  Kaiser.  That  is  right. 

Mr.  WV.ich.er.  I understood  you  to  say  that  a third  of  the  land 

Mr.  Henry  Kaiser.  That’s  right. 

Mr.  Weicher.  And  you  had  some  pieces  of  machinery  ? 

Mr.  Henry  Kaiser.  That  is  right. 

Mr.  WjEiCHEL.  That  is  what  was  in  the  yard  ? 

Mr.  Henry  Kaiser.  That  is  right. 

Mr.  Weicher.  For  which  you  received  the  fees  set  forth  in  that 
exhibit  ? ; 

Mr.  Henry  Kaiser.  That  is  right. 

Mr.  Weicher.  And  the  only  other  thing  you  did  in  the  yard  was  to 
build  pontoons — 4,000  of  those.  Now,  what  is  the  capital,  then? 

Mr.  Henry  Kaiser.  The  capital  is  the  stockholders’  loans,  which 
were  subordinated,  of  $3,000,000,  and  the  bank  loans  from  three  banks, 
the  Barijk  of  California!  the  First  National  Bank  of  Portland,  and 
the  United  States  National  Bank,  of  $3,400,000,  and  the  $550,000, 
which  intakes  a total  of  $6,950,000.  That  is  the  capital. 

Mr.  Weicher.  That  yard  was  a Government-owned  yard? 

Mr.  Henry  Kaiser.  That  is  right. 

Mr.  Weicher.  And  the  Oregon  operated  it? 
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Mr.  Henry  Kaiser.  That  is  right. 

Mr.  Weichel.  And  it  built  these  pontoons.  That  is  the  onlv  thins 
it  did,  is  it  not  ? J s 

Mr.  Henry  Kaiser.  No  ; it  built  both  ships  and  pontoons. 

Mr.  Weighed.  Well,  I am  saying  that  the  only  thing  that  the 
Oregon  Ship  did  was  to  build  some  ships  on  which  the  Government 
gave  these  fees,  and  they  built  some  pontoons. 

Mr.  Henry  Kaiser.  That  is  right. 

Mr.  Weighed.  That  is  the  only  thing  that  that  company  did? 

Mr.  Henry  Kaiser.  Approximately  all. 

Mr.  Weiciieij.  That  is  what  I mean.  And  with  reference  to  the 
pontoons,  about  $100,000  worth? 

Mr.  Henry  Kaiser.  No. 

Mr.  Edgar  Kaiser.  About  $9,000,000  worth. 

Mr.  Weighed.  About  $9,000,000  worth  of  pontoons? 

Mr.  Henry  Kaiser.  That  is  right. 

Mr.  Weiched.  And  were  those  built  on  a fee  basis? 

Mr.  Edgar  Kaiser.  No.  Those  were  built  on  a competitive-bid 
basis. 

Mr.  Weiched.  On  a competitive  bid  ? 

Mr.  Edgar  Kaiser.  That  is  right. 

Mr.  Weichel.  And  you  used  this  Government-owned  yard  to  build 
them  ? 

Mr.  Edgar  Kaiser.  Yes ; with  the  consent  of  the  Maritime  Commis- 
sion. 

Mr.  Weiched.  I presume  you  got  their  consent. 

Mr.  Edgar  Kaiser.  And  they  established  a rental  formula  for  the 
use  thereof  and  paid  those  moneys  to  the  Army. 

Mr.  Weichel.  Did  everybody  else  who  bid  on  a competitive  basis 
at  \^ht  to  use  the  Government-owned  yard  to  build  them? 

Mr  Edgar  Kaiser.  There  were  bidders  who  bid  with  Government 
facilities  on  the  pontoon  contract. 

Mr.  Weiched.  Did  they  have  a right  to  use  the  yard  also  ? 

Mr.  Edgar  Kaiser.  Not  that  yard. 

Mr  Henry  Kaiser.  They  had  a right  to  use  their  Government 
xacilities. 

Mr.  Weiched.  So  that  when  you  bid  on  a competitive  basis  you 
were  not  using  your  own  capital  with  reference  to  the  facilities  ? 

Mr.  Henry  Kaiser.  You  are  about  right. 

Mr.  Weichel.  It  is  all  right,  is  it  notl 

Mr.  Henry  Kaiser.  No,  no;  because  some  of  that  land  was  ours. 

Mr.  Weichel.  One  hundred  acres? 

Mr.  Henry  Kaiser.  • One-third  of  the  land  was  ours. 

Mr.  Weichel.  Was  the  pontoon  plant  on  your  hundred  acres? 

Mr.  Edgar  Kaiser.  It  just  so  happened  it  was. 

Mr.  Weichel.  That  part  was  ? 

Mr.  Edgar  Kaiser.  And  we  forgot  to  charge  a rent  for  it,  too.  I 
am  glad  you  brought  it  up. 

Mr.  Weichel.  Did  your  company  pay  for  all.  the  building  there? 

Mr.  Edgar  Kaiser.  No,  sir. 

Weichel.  That  is  all  Government  building? 

Mr.  Etoar -Kaiser.  That  is  right,  but  in  the  bidding  of  the  job,  just 
here  would  not  be  the  thing  I think  you  are  thinking  about 
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Mr  Weichel.  I am  not  thinking  about  anything. 

Mr.  Edgar  Kaiser.  All  right.  But  there  was  set  up  by  the  Commis- 
sion and  the  Army  an  amount  to  be  taken  into  consideration,  so  that 
anybody  who  bid  who  did  not  have  Government  facilities  would  be 

on  an  equal!  footing.  , , i t • j 

Mr.  Weighed.  And  this  hundred  acres  that  you  had  adjoined  the 
Government  land  ? How  much  was  that  land  worth  an  acre,  the  hun- 
dred acres  you  own  ? 

Mr.  Edgar  Kaiser.  I do  not  know.  ir  „ . . 

(Exhibit  85  gives  an  additional  written  answer  by  Mr.  Kaiser.) 

Mr.  Weichel.  Was  it  rich  farm  land,  growing  30  or  40  bushels  of 


wllGSit  P0J1  3,CX*6  ^ 

Mr.  Edgar  Kaiser.  No.  In  fact,  most  of  it  was  a lake  ana  we 

pumped  it  Up.  ,,  , „ 

Mr.  Weichel.  It  was  not  worth  much? 

Mr.  Edgar  Kaiser.  It  was,  because  it  was  on  the  river. 

Mr.  Weichel.  How  much  did  you  pay  for  this  hundred  acres? 

Mr.  Edgar  Kaiser.  I said  I did  not  know.  The  figure  was  not  high. 

Mr.  Weichel.  Did  you  pay  more  than  a couple  of  dollars  an  acre? 

Mr.  Edgar  Kaiser.  Yes;  considerably  more. 

Mr.  Weichel.  Did  you  pay  $50  ? 

Mr.  Edgar  Kaiser.  Considerably  more  than  that. 

Mr  Weiciiel.  One  hundred?  Farm  land  is  about  $100  an  acre. 

Mr.'  Edgar  Kaiser.  When  you  get  to  $100,  you  are  gettmg  m the 
range,  and!  I am  not  sure. 

Mr  Weichel.  Were  there  farmhouses  on  this  property  ? 

Mr’.  Edgar  Kaiser.  No.  The  port  of  Portland  terminal  facilities 

arMrd\YEicHEL!t  Then,  on  this  land,  all  that  the  Oregon  ever  had  was 
100  acres  and  pieces  of  machinery.  All  the  rest  came  from  the  Gov- 

61  Mr?  Edcjar  Kaiser.  No.  The  private  capital  came  from  the  banks. 

Mr.  Henry  Kaiser.  And  from  the  stockholders. 

Mr  Edgar  Kaiser.  We  could  not  have  operated  the  yard  unless 
we  had  been  able  to  furnish  private  capital  in  order  to  operate  the 
vard  We  could  not  have  done  it  if  they  had  just  said,  There  are 
the  facilities.”  Supposing  they  owned  them  all  and  owned  ah  the 
land,  and  said,  “There  it  is  ” We  could  not  have  done  the  job  without 

°llMr?  Weichel.  Well,  with  reference  to  the  material  you  bought,  and 
with  reference  to  the  labor  and  everything  that  went  into  it,  the  Gov- 
ernment repaid  you  almost  immediately.  _ 

Mr.  Ed(iar  Kaiser.  Not  almost  immediately. 

Mr.  Weichel.  As  fast  as  you  submitted  it.  . , 

Mr.  Edgar  Kaiser.  Wo  said  formerly,  and  I think  it  is  about  right, 
that  the  average  lapse  was  about  2 to  2%  weeks.  ., 

Mr.  Weichel.  So  your  investment,  then,  was  the  interest  on  the 

money  for  each  2%  weeks  you  waited,  _ 

Mr.  Henry  Kaiser.  No;  it  was  the  risk.  , , , , 

Mr.  Edgar  Kaiser. 'If  anybody  could  go  to  the  bank  and  just  get 
money  by  paying  interest,  that  would  be  one  thing.  But  they  can  t. 

Mr  Weictiel.  You  had  your  Government  contracts  for  it. 

Mr,  Edgar  Kaiser.  We  did  not  pledge  our  Government  contracts 
in  order  to  get  those  loans. 
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Mr.  Weichel.  That  is  all  you  had  invested,  the  interest,  with  this 
company. 

Mr.  Edgar  Kaiser.  When  you  borrow  money  from  a bank  you  have 
an  obligation  to  pay  it  back.  That  is  your  obligation.  It  is  not  the 
interest. 

Mr.  Weichel.  You  paid  it  back  as  soon  as  you  got  the  check  from 
the  Government. 

Mr.  Edgar  Kaiser.  No.  We  had  to  continue  to  borrow  substantial 
funds  at  Oregon  for  a long  period  of  time  in  order  to  operate  the  yard. 

Mr.  Henry  Kaiser.  Plus  our  own  funds  of  $3,000,000. 

The  Chairman.  It  is  just  1 o’clock.  If  my  friend  has  a line  of  ques- 
tioning he  wants  to  continue,  we  will  do  so,  but  if  not,  we  will  adjourn 
until  2 : 30.  Would  you  rather  proceed  now  ? 

Mr.  Weichel.  No  ; it  is  all  right. 

The  Chairman.  Wo  will  adjourn  until  2:30. 

(Whereupon,  at  1 p.  m.,  the  hearing  was  adjourned  until  2 : 30  p.  m. 
of  the  same  day.) 

AFTERNOON  session 

(The  hearing  was  resumed  at  2:  30  p.  m.,  upon  the  expiration  of 
the  recess.) 

The  Chairman.  The  committee  will  come  to  order.  Mr.  Weichel. 

TESTIMONY  OP  HENRY  J.  KAISER— Resumed 

Mr.  Weichel.  Mr.  Kaiser,  we  were  talking  about  the  Oregon  Ship- 
building Corp.  and  that  it  owned  100  acres  of  land  when  it  started  in 
business,  and  a couple  of  pieces  of  machinery,  when  it  started  in  busi- 
ness. When  did  it  start  m business?  I do  not  mean  the  day  you  got 
the  charter,  but  when  did  it  start  to  do  any  business  ? 

Mr.  Henry  Kaiser.  January  6, 1941. 

Mr.  Weiciiel.  January  6,  1941? 

Mr.  Henry  Kaiser.  Yes. 

Mr.  Weichel.  And  at  that  time  it  had  100  acres  of  land? 

Mr.  Henry  Kaiser.  Well, .shortly  after  that;  around  that. 

Mr.  Weichel.  Well,  January  6,  what  did  it  have  in  dollars — 
money? 

Mr.  Henry  Kaiser.  I will  give  you  that  in  just  a second.  It  had 
in  1941  $100,000. 

Mr.  Weichel.  Was  that  when  it  started  to  do  business? 

Mr.  Henry  Kaiser.  No;  it  was  just  the  formation  of  the  company. 

They  were  all  formed  with  that. 

Mr.  Weichel.  Does  that  mean  that  it  was  $100,000  in  cash  that 
it  had  ? 

Mr.  Henry  Kaiser.  Well,  you  see,  now,  in  April  it  had — wait  just 
a minute.  In  April  ’41  it  had  $800,000. 

Mr.  Weiciiel.  Well,  it,  started  in  January  ’41,  and  is  that  the  date 
it  started  doing  business  ? 

Mr.  Henry  Kaiser.  That  was  the  first  capital  contribution,  and 
then  there  was  another  one  of  $700,000. 

Mr.  Weiciiel.  Wait  a minute.  It  started  to  do  business  in  Janu- 
ary 1941  ? 

Mr.  Henry  Kaiser.  Oh,  no;  it  was  then  organized. 
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Mr.  Weiciiel.  It  was  organized  in  January  1941? 

Mr.  Henry  Kaiser.  That  is  right. 

Mr.  Weiciiel.  Now,  how  many  dollars  were  paid  into  that  in  J anu  - 
ary  1941— dollars  ? 

Mr.  Henry  Kaiser.  $100,000  in  January  1941,  the  time  it  was  or* 
ganized. 

Mr.  Weiciiel.  $100,000  was  paid  in? 

Mr.  Henry  Kaiser.  That  is  right. 

Mr.  Weiciiel.  Was  that  by  the  stockholders? 

Mr.  Henry  Kaiser.  And  then,  at  the  same  time 

Mr.  Weiciiel  (interposing)  . Well,  just  a minute.  The  $100,000 — 
was  that  paid  in  by  stockholders  ? 

Mr.  Henry  Kaiser.  That  is  right. 

Mr.  Weiciiel.  Or  was  it  paid  in  by  corporations,  or  property  of 
some  corporation  that  you  had  an  interest  in  ? 

Mr.  He|nry  Kaiser.  No;  it  was  paid  in;  it  was  cash. 

Mr.  WpiciiEL.  It  was  $100,000  in  money  paid  in,  in  stock  sub- 
scription ? 

Mr.  Henry  Kaiser.  That  is  correct. 

Mr.  Weiciiel.  January  1941? 

Mr.  Henry  Kaiser.  The  best  of  my  knowledge  and  belief  that  was  it. 

Mr.  Weiciiel.  All  right.  Then,  wThat  did  they  do  with  the  $100,- 
000?  Did  they  buy  this  100  acres?  What  did  you  do  with  the 
$100,000?; 

Mr.  He|nry  Kaiser.  I will  have  to  get  the  records  of  the  company 
for  that. 

Mr.  Weiciiel.  Well,  how  did  you  get  the  100  acres?  You  only 
started,  now,  with  $100,000.  How  many  pieces  of  machinery  did 
you  buy  with  the  $100,000  ? 

i Exhibit  35  gives  an  additional  written  answer  by  Mr.  Kaiser.) 

Ir.  Henry  Kaiser.  Just  2 months  later 

Mr.  WkiCHEL  (interposing).  I want  to  know.  Please  answer  this 
other  question.  I will  get  to  the  “2  months  later.” 

Mr.  Henry  Kaiser.  I do  not  know  that.  I would  have  to  get 
the  books  jof  the  company,  to  find  out.  i 

Mr.  Weiciiel.  Have  you  got  the  books  of  the  company  here  ? 

Mr.  Henry  Kaiser.  No. 

Mr.  WpiciiEL.  Does  anybody  know  what  you  did?  Do  you  know 
what  was|done  with  the  $100,000,  right  from  the  start? 

Mr.  Henry  Kaiser.  No. 

Mr.  Weiciiel.  You  do  not  know  what  was  done  with  the  $100,000? 

Mr.  Henry  Kaiser.  No. 

Mr.  Weighel.  Well,  did  you  buy  100  acres  of  land  with  it? 

Mr.  Henry  Kaiser.  No,  sir. 

Mr.  Edgar  Kaiser.  The  $100,000? 

Mr.  WpiciiEL.  What  was  done  with  the  $100,000?  That  is  all  you 
had,  now.; 

Mr.  Edgar  Kaiser.  As  far  as  I know,  the  $100,000  stayed  right 
in  the  bank  to  the  credit  of  the  corporation. 

Mr.  Weichel.  It  stayed  right  in  the  bank,  to  the  credit  of  the 
corporation? 

Mr.  Edgar  Kaiser.  That  is  right. 

Mr.  WpiciiEL.  Now,  just  a minute.  So  that  is  all  the  corporation 
had  was  $100,000  in  money  ? 
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Mr.  Edgar  Kaiser.  At  the  time  of  its  initial  formation. 

Mr.  Weichel.  $100,000  in  money  ? 

Mr.  Edgar  Kaiser.  That  is  right. 

Mr.  Weiciiel.  And  it  did  not  own  anything? 

Mr.  Edgar  Kaiser.  That  is  right. 

Mr.  Weiciiel.  So,  that  is  the  way  we  start  off  the  corporation.  Did 
the  bank  or  anybody  else  get  stock  then  from  the  corporation?  It 
had  $100,000  in  money  ? 

Mr.  Edgar  Kaiser.  That  is  right. 

Mr.  Weiciiel.  Now,  what  next  happened  with  the  $100,000? 

Mr.  Edgar  Kaiser.  As  far  as  I know,  I do  not  know  that  anything 
happened. 

Mr.  Weiciiel.  You  say  you  kept  it  in  the  bank? 

Mr.  Edgar  Kaiser.  What  we  started  to  do  before,  when  we  began 
to  operate  Oregon  Ship,  actually  putting  people  on  the  pay  roll, 
starting  to  do  business. 

Mr.  Weiciiel.  Well,  I know,  but  you  did  not  have  anything?  You 
did  not  have  a thing  ? You  did  not  own  anything.  All  you  had  were 
the  charter  and  the  $100,000.  Now,  how  could  you  start  putting  people 
on  the  pay  roll  when  you  did  not  own  anything  and  did  not  haye 
anything  ? 

Mr.  Edgar  Kaiser.  We  started  to  put 

Mr.  Weichel  (interposing).  What  pay  roll  were  they  on? 

Mr.  Edgar  Katser.  I will  answer  the  question  if  I may,  please.  We 
started  to  put  people  on  the  Oregon  pay  roll,  as  I recall  it. 

Mr.  Weiciiel.  You  put  them  on  the  Oregon  pay  roll,  but  all  you 
had  was  $100,000  and  no  property  or  anything  ? 

Mr.  Edgar  Kaiser.  I have  not  been  permitted  to  say  when  we  put 
them  on  the  pay  roll,  yet. 

Mr.  Weichel.  Well,  I am  asking  what  you  did  with  the  $100,000, 
first.  Now,  we  were  going  to  start  right  from  there. 

Mrs  Edgar  Kaiser.  I think  we  have  still  got  it  in  the  bank.  That 
is  where  we  left  it  last. 

Mr.  Weiciiel.  All  right.  We  will  put  it  in  the  bank, 

- Mr.  Edgar  Kaiser.  I will  say  that  this  was  in  either  the  latter  part 
of  March  or  April.  We  began  to  put  people  on  the  Oregon  Ship- 
building prior  to  that  time. 

Mr.  Weiciiel.  At  that  time  did  you  still  have  the  $100,000,  up 
till  March?  ’ ’ 1 


Mr.  Edgar  Kaiser.  No;  we  had  more  than  that.  v 

Mr.  Weiciiel.  When  did  you  next  get  some  more  than  $100,000? 
Mr.  Edgar  Kaiser.  I think  it  was  in  February — in  either  March  or 
April,  I am  not  sure ; the  records  will  show. 

Mr.  Henry  Kaiser.  It  was  April. 

Mr.  Weiciiel.  You  had  the  $100,000.  When  did  you  get  the  next 


money « 

Mr.  Edgar  Kaiser.  April. 

Mr.  Henry  Kaiser.  April— $700,000. 

Mr  Weichel.  Who  did  you  get  it  from? 

Mr.  Edom  Kmshu  StfckMdere 

Mr.  H«K ^*Stod'hoU6Tst  The,  paid  in  $700,000  more,  in 


money? 
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Mr.  Henry  Kaiser.  That  is  right. 

Mr.  Edgar  Kaiser.  That  is  right. 

Mr.  Weighed.  You  sold  some  more  stock? 

Mr.  Edgar  Kaiser.  I do  not  know  whether  we  sold  more  stock. 

Mr.  Henry  Kaiser.  They  were  loans. 

Mr.  Weighed.  How  ? 

Mr.  Hen;ry  Kaiser.  They  were  loans. 

Mr.  Weighed.  Which  were? 

. Mr.  Henry  Kaiser.  The  $700,000. 

Mr.  WkipHED.  The  $700,000  was  a loan? 

Mr.  Henry  Kaiser.  Yes,  sir;  a stockholders1  loan. 

Mr.  Welched.  A stockholders’  loan?  Why,  your  corporation  had 
nothing  in  the  world  but  the  charter  and  $100,000,  and  somebody  lent 
that  same  corporation  $700,000? 

Mr.  Edgar  Kaiser.  Well,  the  corporation  had  a little  more  than 
“nothing  in  the  world.” 

Mr.  Weiched.  Well,  I asked  you. 

Mr.  Edgar  Kaiser.  It  had  all  the  people  that  were  behind  it — the 
management,  and  the  creditors. 

Mr.  Weiched.  No,  the  corporation  is  only  liable  for  what  is  in  the 
corporation,  nothing  else,  now. 

Mr.  Edg|ar  Kaiser.  Well,  we  have  already  been  through  that. 

Mr.  Weiched.  Now,  just  a minute.  You  had  $100,000,  and  then 
somebody  [loaned  $100,000  to  the  corporation  which  had  $100,000? 

Mr.  Henry  Kaiser.  The  stockholders  loaned  $700,000. 

Mr.  Weighed.  Now,  here  is  a corporation.  All  you  can  collect  from 
a corporation  is  what  it  has.  It  had  $100,000  and  the  charter? 

Mr.  Henry  Kaiser.  That  is  right. 

Mr.  Welched.  Then  some  people  loaned  that  corporation  $700,000? 

Mr.  IlEijrRY  Katser.  Then  those  loans  were  subordinated. 

Mr.  Weighed.  I say : but  the  loans  were  $700,000  ? 

Mr.  Henry  Kaiser.  The  loans  were  subordinated. 

Mr.  Welched.  They  loaned  them  $700,000? 

Mr.  Henry  Kaiser.  That  is  right.  _ 

Mr.  Weighed.  Without  any  security  except  the  $100,000? 

Mr.  Henry  Kaiser.  That  is  right. 

Mr.  EdOar  Kaiser.  The  same  people. 

Mr.  Henry  Kaiser.  The  same  people. 

Mr.  Weiched.  Oh,  the  same  people ! 

Mr.  Henry  Kaiser.  Oh,  yes. 

Mr.  Weiched.  But  I am  talking  about  the  corporation.  It  had 
$100,000  in  assets,  and  people  loaned  it  $700,000  without  security? 

Mr.  Henry  Kaiser.  That  is  right — the  same  stockholders. 

Mr.  Weiched.  The  same  people  ? 

Mr.  Henry  Kaiser.  And  subordinated  additional 

Mr.  Weiched  (interposing).  _ Then  you  had  $800,000? 

Mr.  Henry  Kaiser.  That  is  right. 

Mr.  Weiched.  Now,  with  reference  to  the  contract  to  operate  this 
Government-owned  yard,  in  which  the  Government  spent  $22,000,000. 
When  did  you  get  the  contract  and  start  to  operating  that?  Or  did 
you  know:  all  this  in  advance  ? 

Mr.  Henry  Kaiser.  That  is  what  I want  to  find  out  for  you. 
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Was  it!  organized  for 


Mr.  Weiched.  I mean,  was  that  in  advance? 
this,  or  what  ? 

Mr.  Henry  Kaiser.  Yes.  _ ...■  'ji 

Mr.  Weichel.  It  was  all  in  advance,  was  it? 

Mr.  Henry  Kaiser.  I will  give  you  the  date  in  a minute. 

Mr.  Weioiiel.  So  the  people  who  lent  the  $700,000— they  know 
they  could  not  lose,  then  ? . 

Mr.  Edgar  Kaiser.  No;  they  did  not. 

Mr.  Weichel.  Well,  if  you  knew  of  this  in  advance,  you  were  groins: 
to  get  in  this?  H B 

Mr.  Edgar  Kaiser.  We  have  not  said  that  we  did  know  it,  yet 
Mr.  Weichel.  How?  i J 

Mr.  Edgar  Kaiser.  We  have  not  said  that  we  did  know  it  yet  Let 
us  find  out — that  we  entered  into  the  contract.  ’ J 

Mr.  Weichel.  I mean  you  were  not  doing  all  this  in  the  dark  were 
you?  ’ 

Mr.  Henry  Kaiser.  I would  love  to  have  you  pursue  this  question 
and  just  wait.  <Jommg  right  back  at  you.  . ’ 

Mr.  Weichel.  Well,  $100,000? 

Mr.  Henry  Kaiser.  We  haven’t  got  the  dates,  here.  The  Maritime 
Commission  can  furnish  those.  Now,  to  the  best  of  my  recollection  we 
did  not  have  any  contracts  at  the  time  for  the  vessels,  and  I think  we 
merely  had  a contract  to  build  the  yard  at  cost.  That  is  the  best  of  my 
recollection.  J 

Mr,  Weichel.  That  was  January  1940  ? In  January  1940* 

Mr.  Edgar  Kaiser.  1941. 

Mr.  Henry  Kaiser.  1941. 

Mr.  Weichel.  In  January  1941  ? 

Mr.  Henry  Kaiser.  That  is  right. 

Mr.  Weichel.  How  many  other  people  formed  this  corporation 
with  you  ? 

Mr.  Henry  Kaiser.  Now,  those  names  are  here. 

Mr.  Weichel.  I mean,  were  they  real  or  fictitious  persons — these 
other  ones  who  formed  it  ? 

Mr.  Henry  Kaiser.  Well,  at  the  time,  you  see,  the  Todd  Shipbuild- 
ers— are  they  real  ? 

Mr.  Weichel.  Who? 

Mr.  Henry  Kaiser.  • The  Todd  Shipbuilders. 

Mr.  Weichel.  Well,  the  incorporators  of  this  company— this  Ore- 
gon Shipbuilding  Co.  Were  you  one  of  them? 

Mr.  Henry  Kaiser.  The  stockholders  here  are  the  stockholders. 

Mr.  Weiciiel.  I did  not  ask  for  the  stockholders.  I asked  for  the 
incorporators.  Were  you  one?  Were  you  an  incorporator? 

Mr.  Henry  Kaiser.  Are  you  interested  in  the  stockholders  ? Short- 
ly  after— — 

Mr.  Weiciiel  (interposing).  Will  you  please  tell  me  about  the  in- 
corporators who  sat  around  the  table  and  got  the  noble  idea  of  in- 
corporating the  Oregon  Shipbuilding  Co? 

Mr.  Henry  Kaiser.  Oh ! 

Mr.  Weiciiel.  Who  were  those  people?  Were  you  one  of  them? 

Mr.  Henry  Kaiser.  These  stockholders? 

Mr.  Weiciiel.  Were  you  one  of  them  ? 

83488—40 9 
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Mr/ Henry  Kaiser.  Yes.  > ■ •:  ■ 

Mr.  Weichel.  You  were  one  of  them?  ■ 

Mr.  Henry  Kaiser.  Yes,  sir. 

Mr.  Weichel.  And  how  many  incorporators  were  there  that  did 
this?  //.  i ...  ,■•/.' 

Mr.  Henry  Kaiser.  There  were  the  H.  J.  Kaiser  Co.,  the  J.  F.  Shea 
Co.,  W.  A.  Bechtel,  the  Bechtel -Macomb-Parsons,  the  Utah  Construe-, 
tion,  the  Morrison-Knudson,  the  Todd  Shipyard. 

Mr.  Weighed;.  Are  those  people  or  are  those  inanimate  corporations? 
They  do  not  speak.  Those  people  do  not.  I am  asking,  Who  were 
the  people  who  sat"  around  and  got  the  idea  to  form  the  Oregon  Ship- 
building Corp. — the  people?  You  are  naming  a lot  of  corporations. 
Mr.  Henry  Kaiser.  Well,  you  are  looking' at  one. 

Mr.  Weichel.  Well,  all  right.  You  were  one,  and  who  was  the 
other?  A'’  . :,  . . 

Mr.  Henry  Kaiser.  There  were  the  Todd  Shipyards,  Mr.  Haig  and.: 
John  Riley.  : o ■ • '■*  ' 

Mr.  Weichel.  Shea,  you  say? 1 
Mr.  Henry  Kaiser.  No— Haig;  Joe  Haig. 

Mr.  Weiciiel.  And  lliley  ? ■ 1 
Mr.  Hi-.nry  Kaiser.  John  Riley. 

Mr.  Weichel.  And  Kaiser  got  the  idea? 

'.'Mr. HenrY Kaiser.  No.  " i A)  Tv 
Mr.  Weiciiel.  Some  more  of  them  ? 

Mr.  Henry  Kaiser;  There  was  Jack  McEacheni,  of  General.  Con- 
struction;  Charles  Shea,  who  was  the  former  shipbuilder  we  spoke  of, 
in  the  previous  war;  Johnny  Macomb;  Mr.  Stephen  Bechtel  and  Ken- 
neth Bechtel,  Felix  Kahn,  Mr.  Les  Corey,  and  Corel  S-weigart.  I 
think  I have  called  them  all.  Harry  Morrison,  I'  think— no. 

Mr.  Weiciiel.  Those  nien  that  you  men  tioned 

Mr.  Henry  Kaiser  (interposing).  Harry  Morrison?  Yds','  Harry 
Morrison.  _ \ ' ■ ; * • v-.rT  .■ 

Mr/WETCIIEL.  The  names  Of  these  men.  Now,  what  are  the  names 
of  those  corporations  that  you  mentioned,  that  had  the  idea?  ; 

Mt.IIeNry  KAlser.  Just  mention  them  again  ? They  are  right  here 
inthebook.  • •'•••  v ; 

Mr.  Weiciiel.  The  corporations  that  had  the' bigudea? 

Mr.  Henry  Kaiser.  Henry  J.  Kaiser  Go.,  'the  Kaiser  Co.  ' 

• Mr.  'Weichel;  * The  Henry  J.  • Kaiser  Co.  ' Who  was  that  ? 

Mr.  Henry  Kaiser.  That  i^ myself ! arid  m'y  family.  -a, YG 
Mr.  Weichel.  And  what  kind  of' business  were  they  in,  in  1941? 

1 Mr;  Henry  Kaiser.  Shipbuilding  business.  1 • > 

Mr,  Weichel.  They  were  in  the  shipbuilding- business  ? ■ 

Mr.  Henry  Kaiser;  Yes.  1 / - /,■  /“  / 

Mr.  Weiciiel.  Where  did  they  ever  build  any  ships?  - 
Mr.  Henry  Kaiser.  They  Were  in  th^  skme  group.1  •••'•'>  ai'J  . 

Mr.  WfiiciifEL.  Well,  no;  just  a minute!: 'This  Henry  Kaiser  Co., 
in  January ’41.  1 1 l:-:‘  '■  • ■ ■'  p/wCT' 

Mr.  PIenry  Kaiser.  Oh,  yes; .they  were;  iri:’39- they  tveih  inC. 

Mr;  WeiChel.  How?1'  i ; '1  ■] 

Mr.  Henry  Kaiser.  They  were,  in  ’39  in  shipbuilding.  i ;' 

Mr.  Weiciiel.  They  had  built  some  ships  in ’39 ? ' • . •' 

, Mr.  Henry  Kaiser.  I had  built  some  competitively,  and  built  some 
big  contracts. 
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Mr.  Weiciiel.  Who  for — the  British  Government? 

Mr.  Henry  Kaiser.  No;  the  Maritime. 

Mr.  Weighed.  In  ’39 ? 

Mr. 1 Henry  Kaiser.  Yes;  before  the  war. 

Mr.  Weiciied.  Before  the  war  ? All  right. 

Mr.  Henry  Kaiser.  On  a competitive  basis. 

Mr.  Weiciied.  On  a competitive  basis  ? 

Mr.  Henry  Kaiser.  That  is  right. 

Mr.  Weiciied.  And  you  bid  along  with. other  companies? 

Mr.  Henry  Kaiser.  That  is  right.  We  wore  low. 

Mr.  Weiciied.  And  that  was  a.  company  ? 

Mr.  Henry  Kaiser.  The  Seattle-Tacoma  Shipbuilding  Co. 

Mr.  Weiciied.  Well,  I thought  you  mentioned  the  Henry  Kaiser  Co. 

Mr.  Henry  Kaiser.  Well,  you  are  asking. 

Mr.  Weiciied.  I will  take  one  at  a time.  You  said  the  Henry 
Kaiser  Co.  ? 

Mr.  Henry  Kaiser.  Henry  J.  Kaiser  Co.  * 

Mr.  Weighed.  Was  that  a shipbuilding  company  ? 

Mr.  Henry  Kaiser.  No  ; a stockholder  in'  a shipbuilding  company. 

Mr.  Weiciied.  Oh ; and  Henry  Kaiser  Co.  was  a stockholder  in  the 
shi  pbuilding  company  ? 

Mr.  Henry  Kaiser.  In  a shipbuilding  company ; that  is  right. 

Mr.  Weighed.  And  what  shipbuilding  company  were  they  a stock- 
holder in  ? 

Mr.  Henry  Kaiser.  Seattle-Tacoma. 

Mr.  Weiched.  Seattle-Tacoma? 

Mr.  Henry  Kaiser.  Yes. 

Mr.  Weiciied.  Was  the  Seattle-Tacoma  a corporation  which  other 
people  ran  and  operated  ? 

Mr.  Henry  Kaiser.  We  were  all  directors  in  this,  this  group,  here. 

Mr.  Weiciied.  You  were  all  directors  in  the  Seattle-Tacoma? 

Mr.  Henry  Kaiser.  Yes. 

Mr.  Weiciied.  And  then  you  were  the  directors  in  the  Henry  Kaiser, 
and  the  Henry  Kaiser  held  the  stock— 

Mr.  Henry  Kaiser.  That  is  right. 

Mr.  Weiched.  In  the  Seattle-Tacoma  ? 

Mi-.  Henry  Kaiser.  That  is  right. 

, Mr,  Weiched.  Why  did  you  go  through  all  these  mysterious  things 
like  that  to  have  them  hold  the  shares  of  stock  ? 

, Mr.  Henry  Kaiser.  Well,  is  there  anything  mysterious  about  hav- 
ing a stock  company  ? 

Mr.  Weiched.  No,  but  when  a man  has  stock  in  a company  that  has 
stock  in  another  company  that  he  has  stock  in,  and  that  has  stock  in 
another  one,  it  does  become  a little  bit  involved. 

Mr.  Henry  Kaiser.  That  is  quite  a business. 

Mr.  Weiched.  But  anyhow,  that  is  one  company  that  had  the  idea, 
along  with  these  10  men.  Now,  what  is  the  next  company  that  had 
the  idea,  next  after  Kaiser  ? 

Mr.  Henry  Kaiser.  Well,  then  there  is  a Mr.  McEachern. 

Mr.  Weiciied.  No,  no,  no ! 

Mr.  Henry  Kaiser.  Of  the  General  Construction.  Oh,  the  next 
company? 

Mr.  Weiciied.  The  next  company  after  Kaiser. 

Mr.  Henry  Kaiser.  The  General  Construction  Co. 
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Mr.  WeicIhel.  Who? 

Mr.  Henry  Kaiser.  The  General  Construction  Co. 

Mr.  Weichel.  Who  was  he? 

Mr.  Henry  Kaiser.  J.  A.  McEachem  was  the  name.  He  was  the  for- 
mer shipbuilder. 

Mr.  Weiciiel.  Well,  wait;  I did  not  ask  about  the  shipbuilders.  I 
will  get  to  that.  This  General  Construction  Co. — how  long  had  they 
been  m business  ? 

Mr.  Henry  Kaiser.  Oh,  I do  not  know,  but  I can  guess  for  you. 

Mr.  Weichel.  Well,  a guess  is  good. 

Mr.  Henry  Kaiser.  Thirty  veears. 

Mr.  WEiqHEL.  Thirty  years  f 

Mr.  Henry  Kaiser.  Yes. 

Mr.  Weichel.  And  what  kind  of  business  were  they  in  ? 

Mr.  Henry  Kaiser.  Oh,  all  kinds  and  types  of  business. 

Mr.  Weichel.  Well,  I mean,  what  did  they  do?  Build  radios,  or 
furniture? 

Mr.  Henry  Kaiser.  No;  they  were  in  the  shipbuilding  business — 
one. 

Mr.  Wetohel.  The  General  Construction  Co.  was  in  the  shipbuild- 
ing business  ? 

Mr.  Henry  Kaiser.  Yes. 

Mr.  WEiqHEL.  For  30  years? 

Mr.  Henry  Kaiser.  Yes ; and  they  built  bridges.  No,  not  30  years. 

I do  not  know  how  many  years  the  General  Construction — they  were 
not  in  the  shipbuilding  business  for  20  years.  They  had  been  in  the 
shipbuilding  business  in  the  World  War,  so  they  advised  me. 

Mr.  Weioiiel.  Now,  just  a minute— the  General  Construction  Co.? 

Mr.  Henry  Kaiser.  That  is  right. 

Mr.  WEiqHEL.  And  they  were  in  the  construction  of  roads  and  dams 
and  irrigation  projects— is  that  what  they  did? 

Mr.  Hen^y  Kaiser.  Bridges. 

Mr.  Weiciiel.  Bridges? 

Mr,  Henry  KaiseR.  Bridges,  cofferdams. 

Mr.  Weiciiel.  And  how  long  were  they  doing  that,  previous  to 
January  19^1? 

Mr.  Henry  Kaiser.  Just  a minute.  You  did  not  let  me  finish, 
did  you?  i 

Mr.  Weichel.  I said,  how  long  previous  to  January  Hi  were  they 
in  the  business  of  building? 

Mr.  Hendry  Kaiser.  Are  you  talking  about  General  Construction? 

Mr.  WEiqHEL.  Yes. 

Mr.  Henry  Kaiser.  I would  guess  they  were  in  all  kinds,  different 
types  of  business,  for  a period  of  30  to  40  years. 

Mr.  Weiciiel.  All  right. 

Mr.  He]s|ry  Kaiser.  Very  highly  regarded  company,  by  the  way. 

Mr.  Weichel.  Well,  I did  not  ask  you  that. 

Mr.  HenRy  Kaiser.  You  don’t  want  to  know  that?  [Laughter.] 

Mr.  Wej;chel.  Well,  I think  you  are  like  Andy  and  Amos,  who 
recommends  himself  most  highly.  You  should  not  do  that. 

Mr.  Henry  Kaiser.  No;  this  is  General  Construction.  I am  recom- 
mending tile  General  Construction.  I will  get  to  myself  later. 
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Mr.  Weighed.  All  right.  This  company — this  General  Construc- 
tion, you  say,  was  in  business  for  30  years.  Were  you  a stockholder 
in  that  one? 

Mr.  Henry  Kaiser.  No. 

Mr.  Weiciiel.  In  the  General  Construction  ? 

Mr.  Henry  Kaiser.  No;  never. 

Mr.  Weiciiel.  Were  these  other  10  people  you  mentioned  in  that? 

Mr.  Henry  Kaiser.  No. 

Mr.  Weiciiel.  They  were  not  in  that  ? 

Mr.  Henry  Kaiser.  No. 

Mr.  Weiciiel.  None  of  these  10  people  that  had  the  idea? 

Mr.  Henry  Kaiser.  No. 

Mr.  Weiciiel.  Was  this  company  in  the  ship  construction  business 
in.  January  ’41? 

Mr.  Henry  Kaiser.  Oh,  yes;  they  were  in,  through  the  Seattle- 
Taeoma. 

Mr.  Weiciiel.  What?  Well,  then  they  were  not  in  the  construc- 
tion business  and  the  ship  business  themselves ; they  did  not  build  any 
ships,  did  they?  When  we  talk  about  being  in  the  ship  business  I 
am  talking  about  the  company  building  ships.  This  General  Con- 
struction did  not  build  a ship,  did  they  % 

Mr.  Henry  Kaiser.  No. 

Mr.  Weiciiel.  Well,  then,  why  do  you  say  that  they  were  in  the 
shipbuilding  business  ? They  were  never  in  it? 

Mr.  Henry  Kaiser.  They  did.  I told  you  they  did,  in  World  War  I. 

Mr.  Weighed.  Well,  I did  not  ask  you  if  they  ever  did,  in  World 
War  I.  I asked  you  what  they  did.  Now,  this  General  Construction 
Co.  did  not  build  any  ships  in  the  last  15  years  previous  to  January  1, 

1 941 , did  they  ? Did  they  build  any  ships  ? 

Mr.  Henry  Kaiser.  I cannot  hear.  The  General  Construction? 

Mr.  Weiciiel.  Yes. 

Mr.  Henry  Kaiser.  I am  told  they  did. 

Mr.  Weiciiel.  Why,  you  just  said  they  didn’t,  that  they  were  stock- 
holders. 

Mr.  Henry  Kaiser.  In  World  War  I. 

Mr.  Weiciiel.  I said  in  the  last  15  years  they  did  not  build  a ship, 
previous  to  this  war? 

Mr.  Henry  Kaiser.  Well,  they  may  have ; I do  not  know. 

Mr.  Weiciiel.  All  right.  They  were  in  the  general  construction 
business  ? 

Mr.  Henry  Kaiser.  My  son  just  advises  me  that  I am  mistaken— 
they  did  build  some  barges.  He  does  not  know  whether  they  called 
them  ships,  but  they  float  in  the  water. 

Mr.  Weiciiel.  But  you  are  calling  them  shipbuilders,  because  they 
had  stock  in  this  Tacoma  Co.  ? 

Mr.  Henry  Kaiser.  Sure;  that  is  what  w7e  called  a shipbuilder. 

Mr.  Weiciiel.  Anybody  that  has  stock  in  something? 

Mr.  Henry  Kaiser.  Well,  I do  not  want  you  to  put  those  words  into 
my  mouth,  that  anybody  that  has  stock  in  something  is  called  a ship- 
builder. I don’t. 

Mr.  Weiciiel.  Well,  you  have  been  calling  them  that.  You  have 
been  calling  these  people  shipbuilders  and  you  said  they  had  stock 
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in  this  Tacoma  Co.  That  is  the  No.-  2.  Now,  in  this  General  Con- 
struction Co.,  who  were  the  people  that  operated  that?  You  say  you 
had  no  stock  in  it,  nor  your  family  had  any  in  it? 

Mr.  Hunky  Kaiser.  Not  in  the  General  Construction. 

Mr.  Weigher.  Not  in  the  General  Construction  Co.  ? 

Mr.  IIunuy  Kaiser.  Can  I explain  this  to  you  just  a moment? 

Mr.  Weigher.  I will  ask  the  question. 

Mr.  Henry  Kaiser.  You  know  you  will  never  get  the  answers,  the 
way  you  ar^  asking. 

Mr.  We  Kin  ee.  Did  you  or  your  family  have  any  stock  in  the  General 
Construction  Co.  ? Did  you  ? 

Mr.  Hunky  Kaiser.  No.  _ 

Mr.  Weigher.  These  other  10  people  that  got  the  idea,  as  you  said, 
along  wit.h|  the  corporation — did  they  have  any  stock  in  the  General 
Construction  Co.? 

Mr.  Henry  Kaiser.  No. 

Mr.  Weiciiue.  All  right.  What  is  the  third  corporation  that  had 
the  idea  to  start  the  Oregon  ? 

Mr.  Hen:  iv  Kaiser.  The  J.  F.  Shea  Co. 

Mr.  Weic iter.  The  J.  F.  Shea  Co.? 

Mr.  Henry  Kaiser.  Yes. 

Mr.  Weicttel.  And  how  long  had  that  been  in  business  ? 

Mr.  Henry  Kaiser.  Oh,  30  or  40  or  50  or  60  years. 

Mr.  Weigher.  Well,  what  was  it  doing  for  the  10  years  previous  to 
January  1941  ? 

Mr.  IIenry  Kaiser.  In  the  World  War  I,  he  was 

Mr.  Weichel  (interposing).  I just  limit  it  to  10  years  previous  to 
1941. 

Mr.  Henry  Kaiser.  Oh,  you  do  not  want  to  know  whether  he  was 
in  the  shipbuilding  business. 

Mr.  Weigher.  I want  to  know  whether  it  was  previous  to  1941. 

Mr.  HenIiy  Kaiser.  Previous  to  ’41? 

Mr.  W higher.  Ten  years  previous  to  1941,  what  did  he  or  the  cor- 
poration do? 

Mr.  Henry  Kaiser.  In  1939,  all  these  10  companies  joined  together 
to  form  a Shipbuilding  company  to  bid  on  maritime  jobs  on  a com- 
petitive basis. 

Mr.  Weigher.  In  ’39  ? 

Mr.  Henry  Kaiser.  In  ’39.  Now,  I have  got  that  out,. 

Mr.  Weigher.  What  did  he  do  before  ’39  ? The  J.  F.  Shea  Co. — 
what  did  they  do  ? 

Mr.  Henry  Kaiser.  He  built  ships  in  World  War  I,  was  one  of  the 
things. 

Mr.  Weigher.  I asked  you,  for  10  years  previous  to  1941. 

Mr.  Henry  Kaiser.  Oh,  you  don’t  want  to  know.  . 

Mr.  Weigher.  And  ’39. 

Mr.  Henry  Kaiser.  You  do  not  want  to  know  whether  he  had  any 
shipbuilding  experience. 

Mr.  Weigher.  I asked  you  this  question — what  they  did. 

The  Chairman.  If  the  witness  can  answer  it,  all  right. 

Mr,  Henry  Kaiser.  It  would  be'  difficult  for  me,  Mr.  Chairman,  to 
say  exactly  what  they  did. 

Mr.  WeIcher.  These  were  all  close  associates  and  friends  of  yours, 
were  they  pot  ? 
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Mr.  Henry  Kaiser.  Oh,  yes.  ' ' ■ :> 

Mr.  Weichel.  But  you  do  not  know — it  was  a mystery  to  you  what 
they  did  in  those  previous  years? 

«.  Mr.,  Henry  Kaiser.  Oh,  no;'  it  was  hot  a mystery.  I would  say 
they  were  in  a dozen  different  kinds  of  business.  There  were  from 
1 to  50  different  kinds  of  construction  business. 

Mr.  Weichel.  Just  general  construction  business,  by  the  job? 

Mr.  Henry  Kaiser.  One  to  fifty  kinds;  I cannot  name  them  all. 

Mr.  Weichel.  Up  to  ’39  ? Up  to  ’39  ? Is  that  to  ’39  ? 

Mr.  Henry  Kaiser.  And  they  may  have  been  in  manufacturing.  I 
cannot  tell  you  exactly  what  business.  You  can  call  them  for  that. 

Mr.  Weichel.  Well,  I would  like  to  know  how  these  corporations 
.suddenly  got  this  idea,  along  with  these  10  men;  including  yourself; 
that  is  what  I am  trying  to  find  out. 

Mr.  Henry  Kaiser.  Well,  I told  you  we  suddonly  got 

Mr.  Weichel  (interposing).  All  right. 

Mr.  Henry  Kaiser.  I can  tell  you  that.  That  is  very  easy. 

Mr.  Weichel.  Now,  in  ’39,  did  you  say  Shea  got  an  idea  previous 
to  the  Oregon?  In  ’39,  he  got  an  idea  to  have  a company  and  to 
-organize  it  into  a shipbuilding  company  ? 

Mr.  Henry  Kaiser.  All  10  of  us  did.  , . - ’*  - 

Mr.  Weichel.  In  ’39  ? 

Mr.  Henry  Kaiser.  In  ’39. 

Mil  Weichel.  Yes. 

Mr.  Henry  Kaiser.  Yes. 

Mr.  Weichel.  That  was  previous  to  the  Oregon  ? •' 

%-r  Mr.  Henry  Kaiser.  Oh,  yes.  ■ Took  millions  of  dollars. 

Mr.  Weichel.  What  was  the  fourth  one,  then,  that  got  the  idea, 
along  with  these  10  ? 

' Mr.  Henry  Kaiser.  All  these  10  that  I have  named  here. 

Mr.  Weichel.  All  right.  What  is  the  next  one  after  Shea? 

Mr.  Henry  Kaiser.  Bechtel. 

Mr.  Weichel.  The  what? 
i"  Mr.  Henry  Kaiser.  The  W.  A.  Bechtel  Co. 

Mr.  Weichel.  Bechtel? 

Mr.  Henry  Kaiser.  Yes. 

Mr.  Weichel.  And  what  kind  of  business  were  they  in  previous 
to  1941? 

Mr.  Henry  Kaiser.  Oh,  from  1 to  50  different  kinds  of  construc- 
tion work. 

Mr.  Weichel.  Construction  work  ? 

Mr.  Henry1  Kaiser.  Yes;  big  construction  and  small;  all  types, 
vi May  Weichel.  Construction?  What  do  you  mean?  Building 
roads,  building  bridges? 

Mr.  Henry  Kaiser.  Building  bridges.  . 

- - Mr.  Weichel.  Dams? 

Mr.  Henry  Kaiser.  Railroads,  dams.  ' 5 

- ' Mr,  Weichel.  What  railroads  did  they  build  ? 

Mr.  Henry  Kaiser.  Oh,  gosh ! They  built — I would  say  they  built 
a third  of  the  railroads  in  the  West.  They  are  here’  You  can  ask 
them.  ’ ‘ 

Mr.  Weichel.  Well,  they  have  all  been  built  a long  time  before  the 
thirties.  There  have  been  no  major  projects  in  the  last  5 or  6 years, 
have  there — railroad  projects? 
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Mr.  Henry  Kaiser.  Five  or  six,  *. 

Mr.  Weighed.  In  the  last  5 or  10  years?  Major  projects  in  rail- 
roads ? 

Mr.  HRnry  Kaiser.  _ Mr.  Bechtel  is  right  here.  He  can  give  you 
both  his  father’s  and  his  own  business. 

Mr.  Wi|ichel.  They  were  in  the  construction  business? 

Mr.  Henry  Kaiser.  That  is  right. 

Mr.  Wejchel.  But  they  were  building  railroads  in  the  last  10  years  ? 

Mr.  Henry  Kaiser.  That  is  right.  One  of  the  most  highly  re- 
spected firms  in  the  West. 

Mr.  Weiohel.  Did  I ask  for  that? 

Mr.  Henry  Kaiser.  No  ; but  I think  you  should  know. 

Mr,  WpiCHEL.  You  know  all  the  answers,  excepting  the  right  one. 

Mr.  Henry  Kaiser.  No. 

. Mr.  Weighed.  What  is  the  No.  5 company  that  suddenly  got  the 
ldfea?  ! 

Mr.  Henry  Kaiser.  Well,  the  Utah  Construction  Co. 

Mr.  Weiohel.  Utah? 

Mr.  Henry  Kaiser.  Yes. 

Mr.  WpiCHEL.  Who  were  those  people?  Where  w7ere  they  from — 
Utah?  J 

Mr.  HeNry  Kaiser.  They  are  from  Utah. 

Mr.  Weigher.  They  are  from  Utah? 

Mr.  Henry  Kaiser.  And  they  have  offices  pretty  much  throughout 
the  West,  j 

Mr.  Weiciiel.  What  kind  of  business  were  they  in? 

Mr.  Henry  Kaiser.  They  were  in  a general  construction  business 
of  every  type  and  kind  that  I can  think  of. 

Mr.  Weiciiel.  Up  until  1939  ? 

Mr.  Henry  Kaiser.  They  were  also  one  of  the  largest  companies 
in  the  West. 

Mr.  WeIoiiel.  Up  to  1939  ? Now,  what  was  the  sixth  one  ? 

Mr,  Henry  Kaiser.  Morrison-Knudson. 

Mr.  Weigher.  What  kind  of  business  were  they  in  previous  to  1939 
and  previous  to  the  Oregon? 

Mr.  Henry  Kaiser.  They  were  in  more  different  kinds  of  business 
than  any  other  company  I know  of. 

Mr.  Weiciiel.  Then  what  is  the  seventh  one? 

Mr.  HeiIiry  Kaiser.  McDonald-Kahn. 

Mr.  Weiciiel.  Where  are  they  from  ? 

Mr.  HeNry  Kaiser.  They  are  from  San  Francisco. 

Mr.  Wei  ohel.  And  what  kind  of  business  were  they  in  ? 

Mr.  Henry  Kaiser.  They  were  in  the  construction  business  of  every 
type  and  kind,  including  buildings. 

Mr.  Weiciiel.  And  then  what  are  the  other  two? 

Mr.  Henry  Kaiser.  Buildings  and  bridges  and  all  kinds  of  con- 
struction generally. 

Mr.  WeIchel.  The  next  one?  The  next  corporation  that  got  the 
idea  along  with  you  ? 

Mr.  Henry  Kaiser.  The  Pacific  Bridge. 

Mr.  Weiohel.  The  Pacific  Bridge?  Their  business  is  what? 

Mr.  Henry  Kaiser.  The  same  thing. 

Mr.  Weiohel.  Building  bridges,  or  what? 
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Mr.  Henry  Kaiser.  Building  bridges — all  kinds — underwater 
work.  They  did  a great  deal  of  the  work  at  the  Hawaiian  Islands  in 
raising  those  ships  during  Pearl  Harbor. 

Mr.  Weichel.  Is  that  all  10  of  them,  now  ? 

Mr.  Henry  Kaiser.  No;  the  Todd  Shipyards. 

Mr.  Weighed.  The  Todd  Shipyards?  And  where  wore  they  in 
business? 

Mr.  Henry  Kaiser.  In  New  York  City. 

Mr.  Weighed.  In  New  York  City? 

Mr.  Henry  Kaiser.  Oh,  they  are  in  a dozen  of  the  big  cities. 

Mr.  Weighed.  But  they  are  eastern  people,  who  operated  this 
job 

Mr.  Henry  Kaiser.  East  and  West.  They  had  a big  shipbuilding 
yard  in  the  West. 

Mr.  Weighed.  So  the  Todd  people  were  the  tenth  corporation  that 
got  this  idea? 

Mr.  Henry  Kaiser.  Yes.  They  had  50  percent  of  this  corporation. 

Mr.  Weighed.  Well,  I mean,  that  was  the  tenth  corporation  that 
got  the  idea  along  with  these  10  men  ? 

Mr.  Henry  Kaiser.  Yes ; that  is  right. 

Mr.  Weighed.  And  then  this  is  the  group  that  formed  each  one  of 
the  six  companies  we  talked  about  here  this  morning  ? 

Mr.  Henry  Kaiser.  No. 

Mr.  Weioiied.  How  ? 

Mr.  Henry  Kaiser.  No. 

Mr.  Weiciied.  How  many  did  this  group  form,  outside  of  the 
Oregon  ? This  is  the  group  that  formed  the  Oregon  ? 

Mr.  Henry  Kaiser.  They  formed  Seattle — this  group  that  we  have 
just  been  talking  about,  that  you  asked  about,  formed  Seattle-Tacoma 
in  1939. 

Mr.  Weiched.  1939? 

Mr.  Henry  Kaiser.  Bid  on  the  Maritime  jobs. 

Mr  Weiciied.  Who  bid  on  the  Maritime  jobs? 

Mr.  Henry  Kaiser.  In  the  competitive  way,  in  peacetime  work. 

Mr.  Weiciied.  Going  back  to  the  Oregon,  you  said  these  10  people 
were  in  that  ? 

Mr.  Henry  Kaiser.  Yes. 

Mr.  Weighed.  You  mean  these  10  corporations? 

Mr.  Henry  Kaiser.  They  expanded  their  work. 

Mr.  Weiciied.'  The  10  corporations 

Mr.  Henry  Kaiser.  They  took  another  job. 

Mr.  Weiciied.  Well,  just  a minute.  The  10  corporations  formed 
the  Oregon  Shipbuilding  Co. — these  same  10  corporations? 

Mr.  Henry  Kaiser.  That,  is  right. 

Mr.  Weiciied.  W ell,  did  they  have  stock  in  the  Oregon  as  corpora- 
tions, or  did  they  have  dummy  persons  in  there  to  represent  them? 

Mr.  Henry'  Kaiser.  No ; they  had  them,  as  corporations. 

Mr.  Weichel.  They  had  them  as  corporations  ? 

Mr.  Henry  Kaiser.  And  they  were  directors,  as  well. 

Mr.  Weiciied.  .The  corporation  was  a director  in  another  corpora- 
tion ? 

Mr.  Henry  Kaiser.  No;  the  individuals  were  directors,  and  the 
corporation  owned  the  stock. 
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Mr.  Weighed.  The  corporation  owned  the  stock  ? 

Mr.  Henry  Kaiser.  Yes.  This  country  is  based  upon  a business 
basis,  where  corporations  are  found  to  be  the  best  business  to  pursue — 
is  to  form  corporations. 

Mr.  Weighed.  Well,  that  is  a question. 

Mr.  Henry  Kaiser.  And  individuals  operate  them.  . 

Mr.  Weighed.  Well,  that  is  still  questionable — that  part  of  it  is; 
but  with  reference  to  the  Oregon  Shipbuilding  Co.,  you  say  that  was 
formed  by  jthese  10  corporations? 

Mr.  Henry  Kaiser.  That  is  right ; that  is  right. 

Mr.  Weighed.  And  they  held  all  the  stock? 

Mr.  Henry  Kaiser.  That  is  right. 

Mr.  Weighed.  And  then  when  you  come  to  have  directors  in  the 
Oregon,  these  corporations  picked  a dummy  person  to  represent  the 
corporation  in  the  Oregon? 

Mr.  Henry"  Kaiser.  Oh,  no.  I will  give  that. 

Mr.  WeIched.  Now,  just,  a minute.  Answer  that  question. 

Mr.  Henry  Kaiser.  No. 

Mr.  Weighed.  All  right. 

Mr.  Henry  Kaiser.  Would  you  like  the  names  that  were  not 
dummies?  i * 

Mr.  WeIched.  No.  I will  get  to  those;  do  not  worry;  but  going 
back  to  the  Oregon  Shipbuilding  Corp.,  did  these  10  corporations 
put  the  $100,000  in  there,  that  you  talked  about  when  we  started  out? 

Mr.  Henry  Kaiser.  Yes. 

Mr.  WeIciied.  They  each  one  put  $100,000  in— each  corporation? 

Mr.  Henry  Kaiser.  No;  no;  no. 

Mr.  Weiched.  Well,  who  did? 

Mr.  Henry  Kaiser.  They  altogether  put  $100,000  in. 

Mr.  Weighed.  Well,  all  right.  Did  each  one  put  in  $10,000  apiece? 

Mr.  Henry  Kaiser.  No;  they  each  put  their  proportionate  share 
in  relation  to  the  stock  that  they  owned. 

Mr.  Weiciiel.  Well,  did  they  each  have  a tenth  interest  in  the 
Oregon  ? 

Mr.  Henry  Kaiser.  No. 

Mr.  Weiciiel.  What  interest  did  each  one  of  these  10  corporations 
have  ? 

Mr.  Henry  Kaiser.  I will  read  them  to  you : Henry  J.  Kaiser  Co.,  6 
percent;  Kaiser  Co.,  6 percent;  J.  F.  Shea,  10  percent;  General  Con- 
struction (Jo.,  6 percent;  the  W.  Bechtel  Co.,  3.8  percent;  the  Bechtel- 
Parsons-Macomb,  3.8  percent;  the  Utah  Construction  Co.,  3.8  percent; 
the  Morrispn-Knudson,  3.8  percent;  the  McDonald-Kahn,  3.8  percent; 
Pacific  Bridge,  2 percent ; Todd  Shipyards,  50  percent. 

Mr.  Weiched.  And  that  was  agreed  upon  by  the  10  corporations, 
that  was  the  percentage  they  should  have  in  the  Oregon? 

Mr.  Henry  Kaiser.  That  is  right. 

Mr.  Weiched.  And  when  they  formed  the  Oregon,  that  was  the 
agreement*  that  is  the  percentage  they  would  get  of  this  Government 
money  that  was  going  to  come  to  the  Oregon;  is  that  right? 

Mr!  Henry  Kaiser.  Well,  that  is  an  excellent  question,  and  it 
prompts  nie  to  answer  you  that  that  gave  them  the  opportunity  to 
save  the  Government  $50,000,000  over  any  other  shipbuilders  ■ in 
the  United:  States. 
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Mr.  Weiciiel.  Is  that  the  answer  ? 

Mr.  Henry  Kaiser.  That  is  the  answer,  and  that  is  the  other  way  of 
answering  your  question. 

Mr.  Weichel.  You  understand  the  question  perfectly  ? 

Mr.  Henry  Kaiser.  Oh,  yes ; I did. 

Mr.  Weiciiel.  And  that  is  the  answer  ? 

Mr.  Henry  Kaiser.  That  is  the  answer,  plus.  That  is  exactly  what 
they  did. 

Mr.  Weichel.  All  right.  _ . 

Mr.  Henry  Kaiser.  Plus  the  opportunity  to  bid  and  build  ships  for 
the  United  States  in  time  of  war,  requested  by  and  urged  by  the  Mari- 
time Commission,  according  to  their  own  evidence  and  according  to 
Admiral  Land’s  own  evidence. 

Mr.  Weichel.  Did  the  Maritime  Commission  urge  you  to  make  these 
percentages  or  divisions  of  what  you  were  going  to  get  ? 

Mr.  Henry  Kaiser.  No;  they  urged  us  to  organize  a company  to 
go  into  the  shipbuilding  business,  and  he  states  he  “finally  hooked 
us.” 

' Mr.  Weiciiel.  This  Oregon  outfit  was  not  in  any  business?  They 
did  not  own  anything?  They  did  not  own  anything? 

Mr.  Henry  Kaiser.  Oh,  yes. 

Mr.  Weichel.  Now,  just  a minute.  They  did  not  own  anything? 

They  had  $100,000  in  the  charter,  and  a promise  to  get  something  from 
the  Government.  That  is  all  they  had? 

Mr.  Henry  Kaiser.  That  is  not  true. 

Mr.  Weichel.  What  was  the  basis  of  agreement  upon  the  per- 
centages each  one  was  going  to  get  out  of  the  profits  of  this  company  ? 

Mr.  Henry  Kaiser.  According  to  the  stock  and  the  money  they 
put  up. 

Mr.  Weichel.  How  did  you  agree  on  these  minute  percentages? 

Was  that  based  on  some  previous  experiences  you  had,  with  reference 
to  getting  Government  money  ? 

Mr.  Henry  Kaiser.  No — how  much  risk  each  one  wants  to  take, 
usually. 

Mr.  Weichel.  Risks? 

Mr.  Henry  Kaiser.  Yes. 

Mr.  Weichel.  Where  was  the  risk? 

Mr.  Henry  Kaiser.  Oh,  well ! 

Mr.  Weichel.  In  the  Oregon? 

Mr.  Henry  Kaiser.  You  ought  to  deal — you  have  just  heard  about 
the  Maritime— — ■ 

Mr.  Weichel.  Where  was  the  risk  in  the  Oregon  ? Y ou  had  $100,000 
in  money,  and  you  had  a charter,  and  you  were  going  to  operate  a 
Government  yard  that  cost  22  millions  of  dollars.  Where  was  the  risk  ? 

Mr.  Henry  Kaiser.  There  was  so  much  risk  that  certain  bankers 
would  not  take  the  risk  at  all. 

Mr.  Weichel.  Where  was  the  risk  in  that  ? 

Mr.  Henry  Kaiser.  Well,  they  felt  there  was  an  awful  risk  in  doing 
business  with  the  Government,  because  some  people  had  been  10  and 
15  years  getting  their  settlements,  and  we  haven’t  got  some,  yet.  You 
understand  that. 

Mr.  Weiciiel.  Why,  you  got  yours  in  2 weeks — where  was  the 
danger? 
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Mr.  Henry  Kaiser.  Oh,  no;  you  misunderstand. 

Mr.  WiqcHEL.  You  say  the  percentages  of  stock  in  the  Oregon,  of 
these  10,  were  based  on  risk ; is  that  what  it  was  ? 

Mr.  Edgar  Kaiser.  I would  like  to  answer  the  risk  question. 

Mr.  Weichel.  Well,  I am  asking  him.  What  do  you  say  ? You  say 
it  was  based  on  risk.  I am  asking  him.  You  say  it  was  based  on  risk, 

Mr.  Kaiser? 

Mr.  Henry  Kaiser.  Oh,  a tremendous  risk. 

Mr.  Edgar  Kaiser.  That  is  right. 

Mr.  Herry  Kaiser.  We  did  not  even  have  a contract.  We  did  not 
even  have  ji  contract. 

Mr.  Edgar  Kaiser.  Not  for  the  operation  of  the  yard. 

Mr.  Weiciiel.  But  you  expected  to  get  it,  did  you  not?  You  had 
assurances  you  were  going  to  get  it? 

Mr.  Henry  Kaiser.  No,  we  did  not. 

Mr.  WeIchel.  Oh,  you  were  just  forming  this  and  praying  God 
that  something  was  going  to  get  it  for  you  ? 

Mr.  Edg^r  Kaiser.  No. 

Mr.  WEipiiEL.  You  did  not  know  anything  about  it? 

Mr.  EixLjiR  Kaiser.  No;  we  had  a contract. 

Mr.  Henry  Kaiser.  I do  not  depend  on  God  ordinarily,  although  He 
is  a very  suitable  person  to  depend  upon. 

Mr.  Wei|chel.  But  you  did  not  form  this  corporation  that  way, 
in  the  hope? 

Mr.  Hen|ry  Kaiser.  No,  I did  not  pray  to  God  on  this. 

Mr.  Weichel.  No,  you  knew  you  were  going  to  get  this — had  this  all 
set  up,  and|  this  was  the  vehicle  to  take  itl 

Mr.  Edgar  Kaiser.  We  formed  it  because  we  had  a contract  entered 
into  to  buijd  the  facilities.  That  facility  contract  was  a no-fee  con- 
tract— $2.  : 

Mr.  Weiciiel.  You  mean  you  did  this  for  nothing  ? 

Mr.  Edgar  Kaiser.  That  is  right. 

Mr.  Henry  Kaiser.  That  is  right. 

Mr.  Edgar  Kaiser.  To  build  the  facilities ; and  we  had  no  contract 
to  operate  the  yard ; but  the  contract  specifically  provided,  that  con- 
tract to  build  the  facilities,  that  we  might  not  get  one  to  build  the  yard. 

Mr.  Weiciiel.  You  mean  you  built  the  yard  for  nothing? 

Mr.  Edgar  Kaiser.  That  is  right. 

Mr.  Weichel.  No  charge  or  anything? 

Mr.  Edgar  Kaiser.  That  is  right. 

Mr.  Weiciiel.  How  did  you  get  all  this  money,  by  doing  everything 
for  the  Government  for  nothing  ? 

Mr.  Edgar  Kaiser.  We  are  now  talking  about  facilities. 

Mr.  Weiciiel.  You  mean  you  built  the  yard  for  nothing? 

Mr.  Henry  Kaiser.  Right.  That  is  something  you  did  not  know. 

Mr.  Weiciiel.  How  many  yards  did  you  build  for  nothing? 

Mr.  Henry  Kaiser.  Who  built  ? 

Mr.  Weiciiel.  You.  Seven  yards,  for  nothing? 

Mr.  Henry  Kaiser.  That  is  right.  Loss,  as  a matter  of  fact. 

Mr.  Weiciiel.  You  built  them  for  nothing?  What  do  you  mean, 
you  “built  phem  for  nothing?” 

Mr.  Henry  Kaiser.  We  did  not  get  any  fee  for  it. 

Mr.  Weichel.  Did  not  get  any  fee? 
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1 • H'5™Y  „Katser>  ; “O  compensation.  Two  dollars.  And  we 

didn’t  get  the  $2. 

Mr.  Weiciiel.  You  did  not  get  any  fee  ? Well,  was  that  a “come  on” 
to  get  this  200  million? 

Mr.  Henry  Kaiser.  We  think  that  probably  the  Government  in- 
tended it  as  a ’come  on,  ’ because  here  is  Admiral  Land’s  testimony, 
to  show  you  [reading]  : 

Those  companies  who  built  Hoover  Dam  and  Boulder  Dam,  while 
Mi.  Kaiser  was  identified  with  that,  lie  was  not  the  primary  figure  in  all  of 
them,  as  he  is  in  these.  6 01 

Admiral  Land.  

Mr.  Weiciiel.  Wait  a minute,  right  there.  You  are  the  primary 
admit,  and  before  you  were  doing,  you  were  not* 

Mr.  Henry  Kaiser.  Oh,  no ; I am  not. 

you  desirc  to  — «> jou  say’ that  j,ou *» n« 
mXI  ‘pSng-j  1 “ ^ pr0p°rti°n-  Now- 

I am  not  so  sure  of  that — 

says  Admiral  Land — 

There  is  a matter  of  personal  opinion.  I think  a lot  of  neonle  do  He 
S.  °He0camee  doCTo  my^fflcfatTSttree^fmes  Tnd  iVo  ITl 

ZZS^X^aYlckeirs  omce’ before  we  ** 

The  CiiAffiiviAN.  What  are  you  reading  from,  now?  • 

MeenL  ttNRY  KAiPt>{'  1 ani  readmS  fl'om  tile  Committee  on  Ways  and 

SRlSSoaSiS”1*11™8’  19“’  Extension  of  T«*>» 

Mr  Weiciiel.  Well,  that  is  the  same  thing  he  is  referring  to 
whereby  you  and  this  group  of  companies  received  $200,000,000  in 
he  is  referrihg'ta  mveStment  in  the  Government  yard.  That  is  what 

moSi1.“T,h1«1a";igNZ’ty0"  "6  F"ttinS  tho*  Words  ioto 

Mr.  Weiciiel.  Well  I am  saying  that  the  Maritime  Commission 
hasjiven  us  reports  showing  theyliave  given  these  companies  S 

Mr.  Henry  Kaiser.  Well,  the  Maritime  Commission  has  not  o-ivpu 
em  that  much,  and  you  know  that,  because  you  know  those  furores 
are  not  right.  You  know— you  have  heard  nil  7 ngures 

renegotiation,  and  you  haveLard  and  you  know  St  a, 0^™? 

You  inw  got 

' wEKK1  K™-  That  1S  where  you  can  get  it 
on  M 
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Mr.  Henry  Kaiser.  Yes.  , , 

Mr.  Weiciiel.  When  were  you  first  told  about  building  that — be- 
fore you  formed  a company?  When  were  you  told  that— before  you 
built  the  company?  Before  you  built  and  organized  the  company? 
Mr.  Henry  Kaiser.  Building  what?  The  facilities?  There  were 

two  companies.  , . - 

Mr.  Weicmel.  Before  you  started  getting  this  Government  money. 
That  is  what  I am  talking  about,  because  that  is  all  you  had. 

Mr.  Henry  Kaiser.  That  is  not  true.  Why  do  you  persist  m not 

telling  the  truth?  , , . , onA 

Mr.  Weiciiel.  Well,  the  $100,000  doesn’t  bear  any  relation  to  300 
million,  you  know.  That  is  just  “peanuts.” 

Mr.  Henry  Kaiser.  Well,  it  is  up  to  300  million,  now. 

Mr.  Weiciiel.  How?  _ 

Mr.  Henry  Kaiser.  Is  is  up  to  300  million.  That  is  a new  figure. 
Mr.  Weichel.  Well,  you  knew  more  than  that.  I am  talking  about 
the  profit.  I am  talking  about  what  you  had. 

Mr.  Henry  Kaiser.  I never  heard  of  even  200  million  profit,  or 
300  million  profit.  That  is  a new  figure.  . . _ . , 

Mr.  Weichel.  Have  you  ever  heard  what  the  Maritime  Commission 
set  forth  about  how  much  they  gave  your  companies? 

Mr.  Henry  Kaiser.  The  Maritime  Commission  do  not  permit 

Mr.  Weichel.  Government-operated  yards. 

Mr.  Henry  Kaiser.  The  Maritime  Commission  are  superseded. 
Their  profits  are  superseded  by  the  law  of  the  Renegotiation  Act,  and 
you  must  take  that  off,  if  you  want  to  be  really  fair,  and  you  must 
take,  before  you  talk  about  profits. 

Mr.  Weiciiel.  This  is  what  they  gave  you. 

Mr.  Henry  Kaiser.  You  really  must  be  fair  about  the  thing. 

Mr.  Weiciiel.  Well,  all  right.  Back  to  the  Oregon,  again.  The 
charter,  and  the  $100,000,  and  10  corporations  with  an  idea,  and  10 
persons,  including  yourself.  Now,  how  did  you  come  to  form  that? 
Who  gave  you  the  advance  information  that  you  were  going  to  get  to 
build  the  yard,  and  you  were  going  to  get  the  millions  of  dollars  spent, 
in  this  exhibit  from  the  Maritime  Commission?  Whom  did  you  talk 

to  about  that  ? . . ' , , , 

Mr.  Henry  Kaiser.  Now,  I just  want  to  say  this,  that  you  see  there 

is  another  lijttle  gap  in  here  that  you  have  missed. 

Mr.  Weiciiel.  We  will  take  this  gap,  first. 

Mr.  Henry  Kaiser.  Well,  whom  did  I talk  to?  I do  not  know. 
This  is  the  best  evidence,  the  sworn  evidence,  here. 

Mr.  Weiciiel.  Read  the  question  to  Mr.  Kaiser. 

Mr.  Henry  Kaiser.  Admirals  Land  and  Vickery - 

Mr.  Weiciiel.  Read  the  question  to  Mr.  Kaiser. 

(Question  read.)  ...  ... 

' Mr.  Henry  Kaiser.  I had  never  talked  in  my  life  to  any  single  in- 
dividual in  the  Maritime  Commission  about  the  price  that  they  would 
ever  pay  us  for  any  jobs,  and  personally  refused  to  do  it,  and  any  one 
of  them  cab  tell  you  I had  no  interest  in  what  the  fees  were  going  to 
be,  and  told  tbem  so.  I was  out  and  took  these  ships  because  they 
wanted  the  ships  built.  ■ . „ 

Mr.  Weichel.  Ho  you  claim  this  200  million  was  torced  on  you  * 

Mr.  Henry  Kaiser.  Oh ! 
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Mr.  Weichel.  I know,  but  I am  saying  there  is  200  million. 

Mr  Henry  Kaiser.  Now,  it  was  300.  Now,  it  was  200.  Now,  what 
are  you  talking  about?  . 

Mr.  Weighed.  X am  talking  exactly  about  what  is  in  this  exhibit. 

Mr.  Henry  Kaiser.  Well,  that  exhibit  is  not  correct.  We  did  not 
receive  profits  to  that  amount. 

Mr.  Weichel.  The  Maritime  Commission’s  statement  added  up  to 
your  companies  that  about  $200,000,000  in  fees — I am  talking  about 
fees  to  your  company;  I am  talking  about  fees.  You  are  confusing 
* profits  and  fees,  for  the  purpose  of  confusion.  I am  talking  about 
fees  you  got — fees. 

• ’ Mr.  Henry  Kaiser.  I thought  I understood  he  talked  about  profits. 

Mr.  Weichel.  I am  talking  about  fees. 

Mr.  Henry  Kaiser.  Oh!  Now,  what  do  you  say?  Let  us  see  the 
question  about  the  fees.  _ . , 

Mr.  Weichel.  I will  remake  the  question.  On  this  exhibit  of  the 
Maritime  Commission,  your  companies,  of  which  you  are  the  primary 
figure,  or  supposed  to  be,  received  $200,000,000  in  fees  on  yards  that 
were  fully  paid  for  by  the  Government — all  the  material  and  all  the 
labor.  Now,  do  you  claim  that  those  fees  wTere  forced  upon  you  and 
that  you  knew  nothing  about  them? 

Mr.  Henry  Kaiser.  I claim  that  the  statement  is  incorrect — that 
your  statement  is  incorrect. 

Mr.  Weichel.  That  these  six  companies  did  not  get  200  million  as 
set  forth  in  here  ? 

Mr.  Henry  Kaiser.  In  the  first  place,  I am  only  connected  with 
four  companies. 

Mr.  Weichel.  Well. 

Mr.  Henry  Ka  iser.  They  have  tried  to  connect  me  with  the  six 
all  along. 

Mr.  Weichel.  You  say  200  million  is  not  right? 

• Mr.  Henry  Kaiser.  That  is  right. 

Mr.  Weichel.  Well,  what  is  right — 199? 

Mr.  Henry  Kaiser.  I do  not  know.  I agree  with  you  that  you 
should  get  your  figures  from  the  Maritime  Commission. 

Mr.  Weichel.  Well,  I have  them  here  from  the  Maritime. 

Mr.  Henry  Kaiser.  No. 

Mr.  Weiciiel.  That  is  what  the  books  show  that  these  companies 
have  received. 

Mr.  Henry  Kaiser.  But  you  have  already  added  many  companies 
with  which  I am  not  even  associated  and  never  have  been. 

Mr.  Weichel.  I have  not  added  many.  There  are  six  companies  in 
here,  and  you  know  the  six  we  talk  about. 

Mr.  Henry  Kaiser.  What  six  are  they,  so  we  will  know  what  we  are 
talking  about. 

Mr.;  Weichel.  Counsel,  will  you  road  him  the  six  companies,  if  he 
does  not  know  ? 

Mr.  Coles.  The  Kaiser  Co.,  Inc. ; Permanente  Metals;  Oregon  Ship- 
building; Kaiser  Cargo,  Inc.;  California  Shipyard  (until  April 
1945 ) ; and  Walsh-Kaiser.  , 

Mr.  Weiciiel.  Now,  those  are  the  six  we  are  talking  about,  to  refresh 
your  memory. 
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Mr.  Henry  Kaiser.  Then  will  you  ask  counsel  the  amount  of  money 
that  they  made,  that  they  were  to  be  paid,  in  fees  ? 

Mr.  Coles.  Those  six  companies,  Mr.  Weichel,  got  190  some  million 
dollars,  and  I understand  a part  of  that  190  has  already  been 
renegotiated. 

Mr.  Weiciiel.  Well,  it  adds  up  to  nearly  200  million. 

Mr.  Henry  Kaiser.  No;  it  does  not.  Those  six  companies? 

Mr.  Weichel.  Those  six.  That  is  the  fees.  Just  a minute,  Mr, 
Kaiser. 

Mr.  Henry  Kaiser.  And  yet  you  admit  I am  not  associated  with  . 
them  now. 

Mr.  Coles.  Since  April  1945  you  have  not  been  associated  with 
Calship. 

Mr.  Weiciiel.  Mr.  Kaiser,  this  question  of  your  getting  out,  after 
the  hopes  of  fees  are  all  in — you  are  out  of  it  now,  but  I am  saying  that 
those  are  the  fees  that  were  paid  to  these  six  companies. 

Mr.  Henry  Kaiser.  Can  I see  this  document  ? 

Mr.  Lose®.  Here  is  one. 

Mr.  Weiciiel.  Oh,  you  have  not  seen  it? 

The  Chairman.  Hand  him  a copy  of  the  paper. 

Mr.  Henry  Kaiser.  This  does  not  say  ‘wees.”  It  says  “estimated 
profits.” 

Mr.  Weiciiel.  Well,  it  was  fees,  was  it  not? 

Mr.  Henry  Kaiser.  No. 

Mr.  Weiciiel.  Wasn’t  that  fees? 

Mr.  Henry  Kaiser.  This  is  what  it  says : “estimated  profits.” 

Mr.  Weiciiel.  What  do  you  say  you  got  all  that  money  for — fees  or 
profits?  You  got  fees,  didn’t  you? 

Mr.  Henry  Kaiser.  We  tried  to  get  in  our  profits. 

Mr.  Weichel.  Didn’t  you  get  the  amount  set  forth  in  there  as  fees 
for  operating  this  Government  yard  ? 

Mr.  Henry  Kaiser.  We  have'  a statement  here  that  shows  exactly. 

Mr.  Weiciiel.  Did  you  get  it  as  fees  ? 

Mr.  Henry  Kaiser.  No.  Do  you  wish 

Mr.  Weiciiel  (interposing).  I asked  you,  did  you  get  it  as  fees  for 
the  operating  of  the  yard  ? 

The  Chairman.  Answer  the  best  you  can. 

Mr.  WeiQhel.  Did  you  get  it  as  a fee  ? 

Mr.  Henry  Kaiser.  The  accurate  figures  are  in  this  book. 

Mr.  Weiciiel.  Did  you  get  the  moneys  from  the  Maritime  Com- 
mission for  operating  the  yards,  as  fees? 

Mr.  Henry  Kaiser.  No. 

Mr.  Weiciiel.  You  had  no  investment  in  the  yard? 

Mr.  Herter.  Would  the  gentleman  yield  for  a moment  ? 

Mr.  Weichel.  Yes. 

Mr.  Herter.  To  clarify  the  situation,  on  page  145  of  the  document 
from  which  you  have  been  reading,  1945,  termination  of  the  Rene- 
gotiation Act,  on  page  145  of  that  is  a table  submitted  by  Admiral 
Land,  showing  the  total  fees  paid  to  these  six  companies,  up  to  Feb- 
ruary 28,  1945.  Those  total  240,000,000,  as  shown  in  that  table. 

Mr.  Henry  Kaiser.  That  is  not  true.  You  put  in  two  figures,  there. 
Now,  wait  a moment. 
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Mr.  Edgar  Kaiser.  On  page  145,  Kaiser-group  proportion,  so-called 
K Riser  group,  was  47  percent  of  the  total,  which  would  be  less  than 
120  million. 

Mr.  Herter.  Yes;  but  those  companies  received  those  fees. 

Mr.  Edgar  Kaiser.  That  is  right,  but  those  are  not  all  the  Kaiser- 
group  companies. 

Mr.  Herter.  No;  but  the  stock  interests  of  the  Kaiser  group  repre- 
sent 47  percent  of  that? 

Mr.  Edgar  Kaiser.  No;  I believe  not,  sir.  You  notice  they  list 
Consolidated  Engine  Co. 

Mr.  Henry  Kaiser.  They  list  Production  Engineering  Co.,  and 
I do  not  even  know  who  the  stockholders  are,  and  I have  no  interest 
in  it  whatsoever.  You  have  got  that  Kaiser-group  proportion,  did 
you  not  ? 

Mr.  Herter.  Mr.  Chairman,  just  to  clarify  this,  that  table  on  page 
145  gives  the  fees  paid  to  the  Kaiser  Co.}  Inc.,  Kaiser  Cargo,  Inc., 
Walsh-Kaiser  Co.,  Inc.,  Oregon  Shipbuilding  Corp.,  Permanente 
Metals  Corp.,  and  the  Shipbuilding  Corp. 

Mr.  Henry  Kaiser.  But  it  adds  a note  at  the  bottom,  “Kaiser-group 
proportion,  comprising  47  percent.” 

Mr.  Herter.  That  is  right. 

Mr.  Weighed.  With  reference  to  the  Oregon  job 

Mr.  Henry  Kaiser.  And  it  also  adds  another  note  [reading]  : 

Before  any  review  of  the  status  of  the  Kaiser  interests  in  renegotiation  is 
undertaken,  a study  of  the  interlocking  corporate  relationship  as  set  forth  in 
the  attached  chart  should  be  made. 

And  then  they  took  off  of  that,  again,  all  the  nonreimbursables,  so  this 
120  million  is  no  criterion  at  all. 

Mr.  Weiciiel.  With  reference  to  the  Oregon  Shipbuilding 
. Corp. — - 

Mr.  Henry  Kaiser.  And  we  maintain — — 

The  Chairman.  Let  him  finish. 

Mr.  Henry  Kaiser.  Our  records  show  that  when  we  have  finished 
with  this,  and;  after  taxes,  the  Kaiser  family,  themselves,  the  Kaiser 
interests,  this  is  maybe  three,  maybe  nine,  as  against  a loss  of  18  mil- 
lion they  yet  have  to  pay— maybe  three  something,  or  maybe  nine. 

Mr.  Weiciiel.  Going  back  to  the  Oregon  Shipbuilding  Corp.,  Mr. 

Kaiser,  that  operated  a Government  yard,  did  it  not,  Government 
facilities? 

Mr.  Henry  Kaiser.  Yes. 

Mr.  Weiciiel.  Where  was  that  operated  ? 

Mr.  Henry  Kaiser.  Portland,  Oreg. 

Mr.  Weiciiel.  The  Portland  Oreg.,  yard  operated  by  the  Oregon 
Shipbuilding  Corp.  was  a Government  yard,  with  the  Federal  Gov- 
ernment paying  for  the  land,  buildings,  machinery,  labor,  and  you 
were  paid  a fee  for  operation? 

Mr.  Henry  Kaiser.  We  have  just  been  all  through  the  evidence, 
where  we  owned  a third  of  the  land. 

Mr.  Weiciiel.  Well,  anyhow,  the  Maritime  Commission  says  they 
paid  the  Oregon  Shipbuilding  Corp.  $40,000,000  in  fees,  and  all  that 
the  Oregon  Shipbuilding  Co.  had  was  $100,000? 

Mr.  Henry  Kaiser.  No. 
o.'hso — 40— —in 
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Mr.  Weichel.  That  is  what  you  started  out  with  ? 

Mr.  Henry  Kaiser.  Yes.  I have  stated  six  times  to  you — and  I 
really  would  like  you  to  look  at  this,  because  this  does  not  show 
$100,000;  it  shows  $7,000,000.  ' 

Mr.  Weiciiel.  I do  not  care  what  it  shows.  I am  asking  you. 

You  started  with  $100,000,  and  you  have  not  said  what  you  did  with 
that.  Did  you  buy  a hundred  acres  of  land  with  that? 

Mr.  Henry  Kaiser.  I don’t  know.  That  wTas  5 years  ago. 

Mr.  Weiciiel.  Let  us  start  with  the  $100,000. 

Mr.  Henry  Kaiser.  And  added  capital  to  the  company  as  was 
required. 

Mr.  Welchel.  You  started  with  $100,000? 

Mr.  Henry  Kaiser.  And  added  capital  to  the  company  as  was 
required. 

Mr.  Weiciiel.  You  do  not  want  to  tell  what  you  did  with  that 
$100,000.  Did  you  buy  land  with  it  ? 

Mr.  Henry  Kaiser.  If  you  want  that  information,  I will  get  it  for 
you. 

Mr.  Weichel.  You  said  you  owned  a hundred  acres  of  land. 

Mr.  Henry  Kaiser.  I will  get  that  information  for  you,  exactly 
what  we  did,  what  it  was  paid  for  and  what  happened  to  it  and  all 
about  it,  if  it. is  important  to  you. 

Mr.  Weichel.  And  you  took  $40,000,000  in  fees? 

Mr.  Henry  Kaiser.  Oh,  no. 

Mr.  Weichel.  The  Maritime  Commission  has  written  in  saying 
that. 

Mr.  Henry  Kaiser.  If  they  said  it.  Have  they  said  it? 

Mr.  Weiciiel.  That  is  right  here  in  this  list. 

The  Chairman.  Is  there  any  question  pending? 

Mr.  Weiciiel.  Yes.  With  reference  to  the  total  amount  which  the 
Maritime  Commission  claims  was  paid  as  fees  to  these  19  companies, 
it  adds  up  $356,000,000,  according  to  the  total  of  the  supposed  assets 
of  these  19  companies.  So  22  million,  none  of  which,  according  to 
Admiral  Land,  was  invested  in  the  yards,  according  to  testimony 
given  in  1944 

Mr.  Henry  Kaiser.  You  have  not  got  all  of  the  companies  in  there. 
There  are  a lot  more  to  be  added,  the  Sun  Shipbuilding  Co.  and  a 
lot  of  them. 

Mr.  Weiciiel.  Just  a minute.  Of  the  $356,000,000  paid  to  com- 
panies for  fees  on  Government-owned  yards,  the  so-called  Kaiser 
group  that  we  are  talking  about  received  $200,000,000.  Now,  with 
reference  to  the  so-called  assets  of  the  19  companies,  the  Kaiser  people 
add  up  to  something  like  $22,000,000.  That  is  what  they  add  up,  out 
of  the  whole  thing. 

Mr.  Henry  Kaiser.  That  is  not  correct. 

Mr.  Weichel.  How  much  do  you  say  ? 

Mr.  Henry  Kaiser.  Thirty-two  millions. 

Mr.  Weiciiel.  With  reference  to  exhibit  1— - — - 

Mr.  Henry  Kaiser.  This  is  not  complete.  I am  just  drawing  your 
attention  to  the  fact  that  the  figures  you  have  are  wrong. 

Mr.  Weiciiel.  Talking  about  a million  here  and  there  does  not  mean 
anything  when  you  are  dealing  with  $356,000,000. 

Mr.  Henry  Kaiser.  There  was  a difference  of  $30,000,000. 
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Mr.  Weiciiel.  No  ; there  was  not  any  difference  of  $80,000,000. 

With  reference  to  exhibit  1,  you  claim  assets  for  your  six  com- 
panies, the  sO-called  six  Kaiser  companies. 

What  is  the  total  as  set  forth  there,  Mr.  Counsel  ? Have  you  added 
those  up  ? 

Mr.  Coles.  Yes,  sir. 

Mr.  Weiciiel.  How  much  does  it  add  up  to  in  exhibit  1 for  those 
six  companies? 

Mr.  Coles.  As  I remember,  it  was  $2,510,000. 

Mr.  Weiciiel.  Two  million  five  hundred  and  ten  thousand  for  Mr. 
Kaiser’s  six  companies ; only  2 million  out  of  the  alleged  $22,000,000 
for  all  the  19  contractors,  the  wThole  19  together.  They  are  supposed 
to  have  $22,000,000,  and  Mr.  Kaiser’s  group  gets  $200,000,000  in  fees. 

How  did  you  come  to  be  especially  favored  with  $200,000,000  worth 
of  fees,  when  your  group  had  some  $20,000,000  invested?  How  did 
you  become  particularly  favpred? 

Mr.  Henry  Kaiser.  Your  figures  are  all  wrong.  I cannot  do  any- 
thing more  than  say  that. 

Mr.  Weiciiel.  IIo\v  did  you  get  particularly  favored  in  that? 

Mr.  Henry  Kaiser.  They  are  all  wrong.  Why  were  we  favored  and 
given  more  work?  Is  that  what  you  want  to  know?  You  say  we 
were  favored. 

Mr.  Weiciiel.  I do  not  know  what  you  would  call  it,  if  you  had 
$2,000,000  invested  and  the  other  people  had  $20,000,000. 

Mr.  Henry  Kaiser.  We  delivered  the  ships  quicker  and  at  lower 
cost,  to  the  Government  and  saved  them  $250,000,000.  Wouldn’t  you 
want  to  save  them  that? 

Mr.  Weiciiel.  On  a $2,000,000  alleged  investment. 

Mr.  Henry  Kaiser.  Liberty  ships  alone. 

Mr.  Weichel.  You  got  $200,000,000  in  fees  where  other  people  who 
had  $20,000,000  invested  got  $150,000,000  in  fees.  I would  say  you 
were  particularly  favored  with  Government  business  and  Government 
money. 

Mr.  Henry  Kaiser.  Whoever  alleged  it  is  wrong. 

Mr.  Weiciiel.  It  can’t  be  many  millions  out  of  the  way. 

Mr.  Henry  Kaiser.  I do  not  know  how  many  millions  out  of  the 
way,  but  the  figures  are  so  absolutely  ridiculous  on  the  face  of  them 
that  we  should  not  go  on  discussing  them. 

Mr.  Bradley.  Will  the  gentleman  yield  to  me? 

Mr.  Weichel.  I will. 

Mr.  Bradley.  Either  Mr.  Kaiser,  Sr.,  or  Mr.  Kaiser,  Jr.,  was  re- 
marking how  accurate  the  Commission’s  figures  were,  but  now  he 
comes  back  and  says  the  audit  figures  are  all  cockeyed. 

Mr.  Henry  Kaiser.  Oh,  no. 

Mr.  Edgar  Kaiser.  I did  not  comment  as  to  the  accuracy  of  the 
Maritime  Commission’s  figures.  I stated  that  the  Maritime  Com- 
mission and  the  Investigation  Section  of  the  GAO  knew  what  was 
going  on  in  each  of  the  shipyards  we  operated. 

Mr.  Bradley.  These  figures  are  supposed  to  be  made  up  on  that 
basis. 

Mr.  Edgar  Kaiser.  That  is  a summary  of  the  figures.  We  have  sub- 
mitted facts,  and  sworn  to  them,  showing  that  it  is  not  $2,500,000  but 
that  it  is  $32,000,000. 
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Mr.  Bradley.  Why  is  it  that  you  take  particular  delight  in  swear- 
ing to  the  accuracy  of  the  Truman  committee’s  figures  that  you  saved 
the  Government  $250,000,000,  and  you  cannot  yet  show  you  saved 
$250,000,000? 

Mr.  Henry  Kaiser.  Oh,  yes;  we  can. 

Mr.  Bradley.  How  can  you  prove  that  ? 

Mr.  Edgar  Kaiser.  You  take  the  total  number  of  man-hours  that 
it  costs  to  build  ships  by  another  builder  in  other  yards  and  you 
multiply  them  by  dollars  and  get  so  much  cost  per  ship.  Then  take 
the  number  of  man-hours  on  ships  built  by  Kaiser,  and  the  difference 
is  $256,000,000. 

Mr.  Bradley.  That  is  a very  convenient  way  of  figuring  it ; but  did 
you  ever  stop  to  figure  how  much  the  Government  paid  out  for  so 
many  ships  ? 

Mr.  Henry  Kaiser.  Was  the  Truman  committee  wrong? 

Mr.  Bradley.  I don’t  know,  but  they  are  the  only  figures  we  have 
found  yet  from  the  Government  that  were  not  wrong. 

Mr.  Henry  Kaiser.  They  had  every  contractor  in;  they  had  us  in; 
they  had  us!  before  them.  ■ 

Mr.  Bradley.  You  also  made  quite  a speech  here  this  morning  about 
• the  United  States  Steel  Corp.,  but  from  KFC  and  other  sources  the 
United  States  Steel  Corp.  did  not  borrow  one  cent  from  the  KFC  to 
build  a plant. 

Mr.  Henry  Kaiser.  Oh,  I didn’t  say  that. 

Mr.  Bradley.  You  said  the  KFC  loaned  them  $200,000,000  and  then 
sold  the  plant  back  to  them. 

Mr.  Henry  Kaiser.  Oil,  no. 

Mr.  Bradley.  Just  a minute.  The  facts  of  the  matter  are,  as  you 
well  know,  that  the  Government  went  to  the  Steel  Corp.  and  asked 
them  to  build  a plant  for  them  at  Geneva,  Utah. 

Mr.  Henry  Kaiser.  Yes. 

""Mr.  Bradley.  And  it  was  built  as  a Defense  Plant  Corporation 
plant  by  the  Steel  Corp. 

Mr.  Henry  Kaiser.  That  is  what  I said  this  morning. 

Mr.  Bradley.  You  did  not  mention  the  Defense  Plant  Corporation. 

I will  apologize  if  I am  wrong. 

Mr.  Henry  Kaiser.  Well,  you  are  wrong. 

Mr.  Brarley.  X will  accept  your  statement.  It  was  built  for  the 
Defense  Plant  Corporation  by  the  Steel  Corp.  at  no  fee  whatsoever 
and  operated  at  no  fee  whatsoever.  The  Steel  Corp.  advised  that  it  be 
built  half  as  big  as  it  was,  but  they  were  overruled  by  the  Government. 

Then  when,  the  war  came  to  an  end  it  was  turned  back  as  surplus  prop- 
erty to  the  War  Assets  Administration  and  put  up  for  bid  by  them. 

You  had  just  the  same  opportunity  to  bid  as  anybody  else.  The  Steel 
Corp.  hesitated  for  a while  before  they  submitted  a bid  of  $40,000,000, 
and  they  now  have  a white  elephant  on  their  hands  that  they  would 

like  to  get  rid  of.  , , . , , 

Mr.  Henry  Kaiser.  If  you  look  at  it  from  the  standpoint  of  press 
conferences  in  the  last  few"  days,  they  say  it  is  a dream  plant.  Chair- 
man Olds  made  that  statement, 

Mr.  Bradley.  Why  did  you  not  buy  in  that  dream  plant? 

Mr.  Henry  Kaiser.  We  have  very  definitely  stated  that  we  were 
handicapped  by  these  losses;  and  we  said  so  in  a letter  to  them  at  the 
hearing. 
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Mr.  Bradley.  I have  also  been  talking  with  the  RFC  on  the  status 
of  your  loan,  so  we  can  keep  the  record  straight.  That  is  what  you 
want  to  do ; you  have  so  stated  many  times. 

Mr.  Henry  Kaiser.  That  is  right. 

Mr.  Bradley.  And  Mr.  Steele  is  right  behind  me  and  can  correct 
me  if  I am  wrong. 

Up  to  June  30, 1945,  you  had  a total  amount  of  $111,805,000  in  eight 
loans,  of  which  $95,155,000  went  into  the  plant,  $10,650,000  was  work- 
ing capital.  As  of  September  5, 1946,  you  had  paid  back  on  principal 
$17,830,000.  You  had  paid  back  on  interest  $9,028,000,  making  a total 
of  $26,858,000,  which  is  approximately  what  you  said  this  morning — 
$27,000,000.  Much  of  that  has  been  recaptured  from  your  ship 
properties? 

Mr.  Henry  Kaiser.  Yes,  sir. 

Mr.  Bradley.  Or  ship  fees,  or  whatever  you  want  to  call  it. 

Mr.  Henry  Kaiser.  Mr.  Steele  knows  it  in  detail.  It  is  not  very 
different,  anyhow. 

Mr.  Bradley.  He  says  you  agree  with  him  on  that. 

I understand  that  you  asked  RFC  for  $58,000,000  for  reconversion 
based  on  an  estimate  made  by  Mr.  Brassert,  whom  I have  known  for 
many  years. 

Mr.  Henry  Kaiser.  How  long  ago  was  that,  Mr.  Steele? 

Mr.  Steele.  In  1945. 

Mr.  Bradley.  They  actually  awarded  you,  as  I understand  it,  $11,- 
500,000.  I understand  that  for  refinancing  they  now  have  a first 
mortgage  out  in  the  amount  of  $69,500,000,  of  which  $58,000,000  rep- 
resents plant  value  depreciated  plus  the  $11,500,000  allowed  for  re- 
conversion, but  of  that  $9,585,000  has  not  been  disbursed  as  yet.  So 
your  balance  on  the  books  as  of  today  is  $59,974,000  on  mortgage  No. 

1.  The  second  mortgage  is  $28,123,000,  and  the  working  capital  net 
is  $7,890,000. 

Here  are  the  RFC  figures  on  your  refinancing  program. 

Mr.  Henry  Kaiser.  If  Mr.  Steele  gave  you  those  figures  I will  take 
them.  Another  point  that  I think  Mr.  Steele  also  will  agree  with  me 
on  is  that  we  have  a real  burden  to  carry  a plant  at  that  capitaliza- 
tion, the  United  States  Steel  Co.  having  bought  a plant  at  20  cents  on 
the  dollar  in  competition  with  it. 

Mr.  Bradley.  Why  did  you  not  ask  for  a Defense  Plant  Corporation 
plant  instead  of  taking  this?  Was  it  not  because  you  were  gambling 
on  the  possibility  of  the  war  going  on 

Mr.  Henry  Kaiser.  Wait  a minute.  I will  give  you  sworn  evi- 
dence here.  You  ask  me  why  I did  not  ask  for  a Defense  Plant  Cor- 
poration plant.  I did  ask,  and  here  it  is  [reading] : 

Why  does  Kaiser  say  he  was  discriminated  against  and  forced  to  borrow  money 
to  build  a needed  steel  plant?  The  answer  is  that  after  Pearl  Harbor,  Kaiser 
renewed  his  proposals.  He  was  referred  to  William  Allen,  adviser  to  Jesse 
Jones.  Allen  turned  down  Kaiser’s  proposals  completely.  Later,  in  sworn  testi- 
mony before  the  board  of  supervisors  in  San  Bernardino  County,  Calif.,  Mr.  Allen 
stated : 

“In  1941  I was  retained  by  Mr.  Jesse  Jones  of  the  RFC  as  steel  consultant  to 
him,  charged  with  the  responsibility  of  negotiating  for  the  Defense  Plant  Cor- 
poration of  all  the  steel  expansion  that  was  contemplated  in  this  country.” 

He  further  stated  in  his  evidence : 

“Now,  It  was  maintained  by  those  who  visited  Washington  that  the  future 
industrial  development  of  the  Pacific  coast  made  it  essential  that  steel  from  raw 
materials  be  produced  on  the  Pacific  coast.” 
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Continuing! sworn  testimony,  he  said: 

“We  then  approached  various  steel  companies  whom  we  thought  perhaps  were 
best  able  to  carry  that  venture  out.  .1  think,  almost  without  exception,  those 
steel  companies  who  were  familiar  with  the  territory  and  large  enough  to  carry 
out  a large  program  of  this  kind  on  the  Pacific  coast,  were  very  loath  and  unwilling 

to  do  it.  , „ . . 

“I  was  unwilling  to  approve  the  building  of  a blast  furnace  plant  for  using  iron 
ore  and  coali  of  this  district,  if  some  other  method  could  be  found  to  supply 
the  Pacific  cqast  with  steel.  . 

“The  Columbia  Steel  Co.  was  a going  organization  that  had  been  making  steel 
for  years,  who  had  been  supplying  many  plants  steel  plates,  and  it  was  my  judg- 
ment it  was  wiser  to  use  the  Government’s  money  where  the  factors  were  all 
known,  than  to  venture  a hazard  here  in  this  community.” 

The  commi  nity  Mr.  Allen  referred  to  was  San  Bernardino  County,  Calif.  Allen 
also  stated  ai;  the  above  hearing: 

“I  thought  there  was  a possibility  that  the  venture  might  be  successful,  but 
the  facts  were  not  sufficiently  clear  to  me  to  take  the  responsibility  of  gambling 
our  Government’s  money,  your  money  and  my  money,  on  that.”  _ 

At  the  hearing  at  which  Allen  gave  the  above  testimony,  Kaiser  gave  sworn 
testimony  in  which  he  stated : 

“I  listened  to  this  for  2 hours  in  Washington,  and  his  position  (Mr.  Allens 
position)  definitely  was  that,  as  far  as  he  was  concerned,  he  would  not  recom- 
mend one  dime  of  the  United  States  money  going  into  a Defense  Plant  ownership 
of  the  Government,  under  the  information  he  had,  and  he  gave  that  opinion  with 
great  clarity  rto  me.  So  that  you  may  understand,  just  as  soon  as  I found  out 
that  Mr.  Alltjn  would  not  support  any  Defense  Plant  money,  I then  cast  around 
to  see  what  ;ould  be  done  to  have  a steel  plant.  I think  I could  show  you  a 
hundred  thousand  tons  of  steel,  in  all  the  yards,  that  I call  dead  steel,  because 
you  cannot  b iild  a ship  when  you  haven’t  got  the  decks  and  only  the  keel  plates, 
and  vice  versa.  In  other  words,  there  is  no  consecutive  shipment  of  steel  to  us. 
My  real  feeling  was  that,  if  we  could  really  get  those  odd  sizes  for  this  coast, 
we  could  keejl  this  coast  in  the  shipbuilding  business  and  deliver  more  ships.  And 
it  will  not  be  very  long  when  the  yards  with  which  I am  associated  on  the  coast 
and  I think  i ; will  be  this  year— will  deliver  a thousand  ships,  so  you  can  readily 
see  the  tremendous  and  vital  interest.” 

The  Chairman.  Where  are  you  reading  from? 

Mr.  Henry  Kaiser.  From  sworn  testimony. 

The  Chairman.  From  the  record,  or  what? 

Mr.  Henry  Kaiser.  This  is  sworn  testimony,  on  this  question. 

The  Chairman.  I know ; but  is  it  in  any  hearing? 

Mr.  Henry  Kaiser.  Yes.  It  is  a hearing  held  before  the  board  of 
supervisors  at  San  Bernardino  County,  Calif. 

The  Chairman.  You  were  reading  from  a book  prepared  by  your- 
self ? 

Mr.  FIenry  Kaiser.  No ; this  is  from  sworn  evidence.  It  is  a book 
prepared  by  myself,  hut  it  contains  sworn  evidence,  and  I now  state 
that  this  was  the  sworn  evidence. 

Mr.  Bradley.  What  is  the  date  of  that? 

Mr.  Henry  Kaiser.  In  1943. 

Mr.  Brailey.  You  applied  for  your  first  loan  in  the  early  part  of 
1942 ; is  not  that  correct  ? 

Mr.  Henry  Kaiser.  No,  sir ; in  1940. 

The  Chairman.  You  were  asked  when  you  applied  for  your  first 
loan. 

Mr.  Hei|ry  Kaiser.  It  was  authorized  March  4,  1942,  $48,700,000. 

I wan  t tp  make  it  clear,  Mr.  Bradley,  that  the  RFC  has  as  much  of 
a problem  jas  we  have.  When  the  Government  sold  that  plant  at  20 
cents  on  the  dollar  I think  they  have  a real  problem  themselves,  unless 
the  money  j is  charged  to  the  people  for  the  additional  steel.  If  the 
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United  States  Steel  Co.  reduces  their  price  on  the  coast  m proportion 
to  that  which  they  bought  the  plant  for,  then  that,  will  be  a great,  ad- 
vantage to  the  Pacific  coast,  and  it  will  completely  eliminate  and  put 
in  default  this  whole  plant  and  make  it  worth  very  little. 

Mr.  Bradley.  That  will  make  Fontana  a complete  wash-out  ? 

Mr.  Henry  Kaiser.  Yes.  You  are  just  getting  the  point  that  is 
bothering  all  of  us. 

Mr.  Bradley.  I think  you  need  not  bother  about  reducing  prices. 

Mr.  Henry  Kaiser.  I do,  believe  me.  If  the  United  States  Steel  Co. 
will  reduce  their  prices  I will  do  anything  that  will  help  to  reduce 
the  prices  in  the  United  States.  I am  for.  competitive  forces  unless 
they  are  unfair,  unless  the  Government  contributes  to  one  party  more 
than  it  does  to  another.  Then  I think  there  should  be  some  adjust- 


Mr.  Bradley.  I do  not  see  your  point  with  reference  to  the  Govern- 
ment contributing  more  to  one  party  than  to  another.  You  have  been 
pretty  successful  in  borrowing  from  the  Government  and  from  the 

Henry  Kaiser.  I saved  the  Government  $250,000,000,  and  on 
the  steel  plant  alone  I delivered  out  of  $100,000,000  more  steel  than 
the  United  States  Steel  Co.  did  out  of  a $200,000,000  plant.  _ 

Mr.  Bradley.  You  are  a wizard;  there  is  no  question  about  it.  1 
wonder  if  anybody  else  did  anything  about  winning  the  war. 

Mr.  Henry  Kaiser.  I take  issue  with  you  there.  I think  every  citi- 
zen in  the  United  States  did  everything  he  could  to  win  the  war.  It 
was  a serious  thing  with  me. 

Mr.  Weiciiel.  We  now  have  the  information  about  your  Oregon 
Shipbuilding  Corp.  Now,  the  Permanente  Metals  Corp.  Who  were 
the  people  that  sat  around  the  table  and  got  that  idea — the  same  10 
corporations,  the  same  10  people? 

Mr.  Henry  Kaiser.  Yes. 

Mr  Weiciiel.  How  did  they  all  figure  out  the  percentage  to  put  in 


$600? 

Mr.  Henry  Kaiser.  What  $600  ? 

Mr.  Weiciiel.  How  much  was  put  in  originally  ? 

Mr.  Henry  Kaiser.  Where  does  the  $600  come  from? 

Mr.  Weichbl.  I asked  you.  Was  that  the  total  amount  you  put 
in,  or  did  you  put  in  $6,000,  or  how  much  did  you  put  in? 

Mr.  Henry  Kaiser.  Where  did  you  get  that  $600  from? 

Mr.  Weiciiel.  I asked  you.  Did  you  put  in  $600  or  $6,000  ? _ 

Mr.  Henry  Kaiser.  The  maximum  of  the  capital  consists  of 

$2,360,000.  , . . , . 

Mr.  Weiciiel.  When  you  formed  it  and  started  m business  were 
the  same  10  corporations  involved,  these  same  10  people? 

Mr.  Henry  Kaiser.  Now  the  capital  is  over  $7,000,000. 

Mr.  Weiciiel.  I asked  you  if  the  same  10  corporations  sat  around 
the  table. 

Mr.  Henry  Kaiser.  Yes.  I answered  that. 

Mr.  Weichel.  The  same  10  people? 

Mr.  Henry  Kaiser.  Well,  now,  I don’t  know  about  that. 

Mr.  Weichel.  Or  did  you  change  one  or  two  here  and  there  ? 

Mr.  Henry  Kaiser.  It  is  the  same  10  people. 
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Mr.  WeIchel.  The  same  10  people  again.  We  will  not  have  to 
repeat  all  qf  them  again. 

When  you  started  business  on  that,  how  much  did  these  same  10 
people  pay|in,  in  money? 

Mr.  Henry  Kaiser.  The  records  here  show  $460,000. 

Mr.  Weighed.  Was  it  the  10  corporations  that  put  in  the  money, 
or  were  they  individuals  ? ' 

Mr.  Henry  Kaiser.  They  are  all  corporations. 

Mr.  WEKpiiEL.  How  did  they  come  in  on  this?  Did  each  one  put 
in  one-tenth  ? 

Mr.  Henry  Kaiser.  No  ; different  percentages,  as  there  always  are. 

Mr.  Weiqhel.  What  were  the  percentages? 

Mr.  Hen^y  Kaiser.  They  were  8,  8,  8,  6, 6,  6,  6,  3,  35. 

Mr.  Weighed.  Who  is  the  one  that  put  in  35  percent? 

Mr.  Henry  Kaiser.  The  Todd  Shipyards. 

Mr.  WeiOjHel.  Why  did  they  get  35  percent  ? 

Mr.  HenRy  Kaiser.  I presume  they  were  willing  to  put  in  more 
money. 

Mr.  Weic|hel.  That  is  the  only  reason  ? 

Mr.  Henry  Kaiser.  I don’t  know  exactly. 

Mr.  Weighed.  What  percent  did  Todd  have  in  the  Oregon  Ship- 
building Cof? 

Mr.  IIenRy  Kaiser.  Fifty.  I am  not  clear  on  why  that  was;  it 
was  so  many  years  ago. 

Mr.  WeicIeeii.  If  you  did  this  six  times  over  with  10  corporations 
it,  would  be  Rasy  to  remember,  I think. 

Mr.  Henry  Kaiser.  That  is  true. 

Mr.  WEicpEL.  What  was  done  with  the  $400,000  ? 

.Mr.  Henry  Kaiser.  I cannot  tell  you.  You  mean,  what  was  done 
with  each  dqllar,  every  dollar? 

Mr.  WEictiEL.  You  had  a charter  and  then  you  had  $400,000. 

Mr.  Henry  Kaiser.  $460,000. 

Mr.  Weiciiiel.  Pardon  me  for  omitting  the  extra  60. 

Mr.  Henr|Y  Kaiser.  I cannot  remember  what  was  done  with  that. 

Mr.  W EicliEL.  Did  you  buy  a shipbuilding  plant  wTith  that? 

Mr.  Henry  Kaiser.  We  started  to  operate  a shipbuilding  plant  and 
a magnesiunj  plant. 

Mr.  WEicijEEL.  The  Permanente  Metals  Co.,  with  the  $460,000,  what 
did  you  do?; 

Mr.  Henry  Kaiser.  We  got  loans  and  advances. 

Mr.  Weichel.  On  the  $460,000?  You  didn’t  have  anything  to  loan 
on,  did  you?;  & 

Mr.  Henry  Kaiser.  The  stockholders  loaned  it. 

Mr.  Weichel.  How  much  did  the  stockholders  lend  to  this  cor- 
poration ? 

Mr.  Henry  Kaiser.  $2,500,000. 

Mr.  Weiciiel.  The  corporation  was  worth  $460,000,  and  the  stock- 
holders loaned  that  much? 

Mr.  Henry  Kaiser.  $2,500,000. 

Mr.  Weiciiel.  On  the  strength  of  the  $460,000  ? 

Mr.  Henry  Kaiser.  No ; it  was  on  their  confidence. 

Mr.  Weiciiel.  Confidence  in  what? 
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Mr.  Henry  Kaiser.  Conducting  a,  satisfactory  business,  as  had  been 
done  over  the  past  30  or  40  or  50  years. 

Mr.  Weiciiel.  Had  they  been  m business  30  or  40  years?  It  was  a 
corporation  with  $460,000,  a brand-new  one. 

Mr.  Henry  Kaiser.  That  is  right. 

$2^500  000  ?C1IEL'  And  WAh  $460’000’  the  stockholders  loaned  them 
Mr.  Henry  Kaiser.  Yes. 

Mr.  Weiciiel.  On  what  basis ; on  what  security  ? 
people  behind.  ^AISER'  0n  the  experience,  integrity,  and  credit  of  the 

nnn^r’  Weichel.  A corporation  is  an  inanimate  thing.  It  had  $460,- 
000  and  nothing  else.  It  had  no  personal-  responsibility  whatever 

minutes™8  R°  expenence  m the  corporation;  it  was  only  formed  5 

co^por^™  KAISER'  Th®y  made  the  corPorationi  they  made  up  the 

liiWliS® And  Vf  f,°r  the  PurP°se  of  getting  out  of  personal 
liabilities.  These  people  had  no  personal  liability  in  a corporation. 

credit--  y°U  Say  he  COrP°ratlon  had  integrity  and  assets  and 
loa^o/^foon  ? Cirtainly4id-  Ifc  would  not  have  got  a bank 

feli  coToffion  try  40  gCt  $6’000’0tl0  “V 

Mr.  Weiciiel.  What  did  it  have  besides  the  $460,000  ? 

Mr.  Henry  Kaiser.  The  ability  to  produce. 

Mr.  Weiciiel.  Ability  to  produce  ? 

Mr.  Henry  Kaiser.  Yes. 

Mr.  Weiciiel.  This  corporation  was  just  formed. 

,,  Mf'  Henry  Kaiser.  The  ability  of  the  men  back  of  it.  Don’t  you 
ink  every  corporation  is  sound  and  strong  in  exact  proportion  to 
the  men  back  of  that  corporation  ? ^ 

$460r600^EIOHEL’  11 1S  ','USt  aS  g0°d  aS  What  you  can  collect  out  of  it— 

Mr.  Henry  Kaiser.  ■ Oh,  no. 

Mr.  Weiciiel.  You  could  not  collect  anything  from  Kaiser  if  his 

C0TUvrT?°n  fawe<1  could  on]y  collect  out  of  the  corporation. 

lo'm  o If  y°U  fei61  that  ^ay,y?u  never  could  get  a hank 

!o“  of  $5,000,000,  because  you  have  to  feel  the  integrity. 

sometlZffnvfi,  15enldea  Tfi  -hat  yotl  Personally  would  be  trading 
somethmg  for  the  dollars  of  this  corporation;  is  not  that  true? 

wf'  wWRT  T"'  We  hacI already  Pnf  up  2 y2  million  dollars. 

Mi.  Weiciiel.  You  put  up  $460,000. 

a *“  miIli0n  in  l00na-  That 

you  5*  the  h*™S  P‘'»mis«d  to  givo 

kept1""  HeNRY  Kaiser-  Many  of  the  Government’s  promises  were  not 

Th?  did-a  fairly  -ood  i°b  of  keeping  whatever 
ofSeTompSer  P™™08  the  ^ you  incorporated  each  one 
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Mr.  Hf.xrj  Kaiser.  Don’t  you  understand  that  a11  J^ese  contracts 
that  we  mad4  with  the  Government,  we  furnished  over  $18,000,000,000 
worth  of  plants  through  the  Defense  Plant  Corporation • 

Mr.  Weigher.  I am  just  talking  about  yourself,  that  you  got  the 

loans,  and  so  on.  •„ 

Mr.  Henry  Kaiser.  This  country  exists  on  the  incentive  profit  prin- 
ciple. Even  Russia  had  to  go  finally  to  incentives. 

Mr.  Weiciiei,.  We  are  talking  about  the  $200,000,000  that  you  got 

Mr.  Henry  Kaiser.  You  were  talking  about  the  principles  of  cor- 
porations and  corporate  law.  , , . 

Mr  WeicIiee.  You,  had  $460,000.  Listen.  If  you  wanted  to  be 
personally  responsible,  then  you  would  have  made  personal  contracts 
and  personal  obligations.  You  would  not  have  hid  behind  the  subter- 
fuge of  a corporation  and  added  10  corporations  into  it. 

Sir.  Henry  Kaiser.  I don’t  believe  this  is  persecution  on  your  part. 

I don’t  belief  e you  are  capable  of  doing  that.  _ 

Mr.  WeicIiee.  Was  the  $200,000,000  persecution  i 
Mr.  Henry  Kaiser.  You  have  made  an  attack  upon  my  character, 
and  that  should  be  answered.  I have  to  give  you  the  doubt,  that  you 
do  not  mean  to  do  that,  because  this  was  not  an  evasive  matter.  _ 

Mr.  WeicIiei,.  You  had  10  corporations  going  into  a corporation,  did 
you  not,  on  fhese  two  occasions?  Was  it  the  same  thing  for  the  rest 

of  the  six?  . o 

Mr  Henry  Kaiser.  What  is  the  first  question  ( . 

Mr  Weiciiel.  With  reference  to  these  6 corporations  or  10  coi- 
nnrat'ions  wliich  vou  have  mentioned,  in  the  case  of  the  Oregon  Oo. 

P Mr!  Sry  kIiser.  That  is  not  the  question.  The  gentleman  has 
made  an  atnack  upon  my  character,  and  I want  to  hear  the  question 

r°Mr  Weiciiei,  Oh,  forget  about;  it  and  answer  this  question. 

The  Chairman.  He  has  a right  to  have  the  question  read. 

Mr.  McConnell.  May  I suggest  someth  ing,  Mr.  Chau  man . When 
Mr.  Kaiser  I is  asked  a question  we  get  a loud  murmur  through  the 
group.  Can  we  not  get  an  answer  without  the  gentlemen  sayme,  Oh 

ailTheiCniiRMAN.  Let  there  be  straight  answers  to  questions.  He 
has  a right  of  course,  to  get  information  from  his  associates. 

Mr.  McConnell.  That  is  perfectly  all  right,  but  we  are  getting  a 

lot  of  otherl  stuff  than  information.  . 4n _ 

The  Chairman.  Entirely  so.  I hope  it  will  not  be  necessary  foi 
us  to  go  into  executive  session  on  the  matter. 

Read  the  question,  please,  Mr.  Reporter. 

. (The  reporter  read  as  follows:) 

Vm  w Listen  If  you  wanted  to  be  personally  responsible,  then 

you°would  hRve'^ade  personal  contracts  and  personal  obligations.  M 
not  have  hid  behind  the  subterfuge  of  a corporation  and  added  10  corporations 

into  it.  _ 

Mr.  Henry  Kaiser.  The  inference  is  that  I did  not  want  to  be  per- 

S°Th(fciLirRMAN.  Answer  the  question,  now,  and  not  the  inference. 

that  we  all  put  up,  the  10  ,ueu 

all  put  up- 
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Mr.  Weichel.  Answer  the  question  in  reference  to  what  I asked, 
with  reference  to  the  corporation. 

The  Chairman.  I think  he  is  trying  to  answer  it  right  now. 

. Mr.  Henry  Kaiser.  We  put  up  $2,500,000  and  $460,000,  and  we 
borrowed  in  addition  from  banks  who  trusted  us  $5,000,000,  all  of 
which  was  a personal  obligation  and  involved  their  integrity.  I doubt 
whether  there  is  a man  m the  Nation  today  that  would  doubt  the 
integrity  of  any  one  of  them  if  they  borrowed  any  money  from  them. 

They  took  that  responsibility. 

Mr.  Weichel.  You  put  i0  corporations  into  1 corporation.  Is 
that  true  for  the  whole  6 ? 

The  Chairman.  Will  you  yield  to  Mr.  Herter? 

Mr.  Weigher.  I will. 

Mr.  Herter.  I have  got  to  leave,  and  I would  like  to  ask  one  or  two 
questions.  I am  sorry  to  interrupt. 

In  connection  with  these  various  group  set-ups  in  the  shipping  busi- 
ness, as  I understand  it,  the  Kaiser  Co.,  Inc.,  is  the  only  one  that  was 
personally  owned  by  you,  wholly  through  the  medium  of  the  Henry  J . 

Kaiser  Co.  ? 

Mr.  Henry  Kaiser.  That  is  correct. 

Mr.  Herter.  That  is  the  only  one  in  which  you  had  a sole  interest  ? 

Mr.  Henry  Kaiser.  Yes. 

Mr.  Herter.  The  Henry  J,  Kaiser  Co.,  which  is  your  personal  com- 
pany— did  that  have  additional  interests  ? 

Mr.  Henry  Kaiser.  It  has  been  in  business  for  about  30  years. 

Mr.  Herter..  But  it  is  . the  Kaiser  Co.,  Inc.,  which  operated  both  a 
shipbuilding  division  and  an  iron  division? 

Mr.  Henry  Kaiser.  Yes. 

Mr.  Herter.  The  shipbuilding  division  profits  went  to  offset  the 
iron  division’s  losses  ? 

Mr.  Henry  Kaiser.  Yes. 

Mr.  Herter.  The  iron  division  in  this  particular  case  was  not  set 
up  as  a separate  corporation ; it  was  set  up  as  an  integral  part  of  the 
whole  in  business  ? 

Mr.  Henry  Kaiser.  That  is  correct. 

Mr.  Herter.  I will  come  back  to  that  in  just  a minute. 

In  the  case  of  the  Permanonte  Metals  Corp.,  as  I understand  it,  both 
the  Henry  J.  Kaiser  Co.  and  the  Kaiser  Co.  hold  a stock  interest, 
besides  a number  of  others  who  are  associated  with  it? 

Mr.  IIenrx  Kaiser.  Yes. 

Mr.  Herter.  That  company  had  both  a shipbuilding  operation  and 
a magnesium  operation  ? 

Mr.  Henry  Kaiser.  Yes. 

Mr.  Herter.  They  were  separately  accounted  for  ? 

Mr.  Henry  Kaiser.  They  were  jointly  accounted  for. 

Mr.  Herter.  As  I understand  it,  you  pledged  profits  from  the  ship- 
building end  to  the  Reconstruction  Finance  Corporation? 

Mr.  Henry  Kaiser.  The  magnesium  and  shipbuilding  went  to- 
gether, jointly. 

Mr.  Herter.  You  had  in  one  case  a family  corporation,  and  the  other 
was  a stock  company  in  which  both  your  corporation  and  the  Kaiser 
Co.  had  a stock  interest? 

Mr.  Henry  Kaiser.  Not  the  same  Kaiser  Co.  This  Kaiser  Co.  that 
is  interested  in  the  Permanente  is  a company  which  is  owned  95  per- 
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cent  by  myi  employees.  We  have  got  several  Kaiser  companies.  There 
is  the  Henry  J,  Kaiser  Co.,  which  is  owned  by  myself  and  my  family; 
the  Kaiser;  Co.,  which  is  owned  95  percent  by  my  employees 

Mr.  Hester.  I have  before  me  information  which  may  be  incor- 
rect. It  a statement  of  the  Maritime  Commission  which  says  that 
the  Kaiser  (Co.  is  wholly  owned  by  the  Henry  J.  Kaiser  Co. 

Mr.  Henry  Kaiser.  The  Kaiser  Co.,  Inc.  That  was  the  one  very 
largely  created  to  take  these  contracts. 

Mr.  Hekter.  I am  a little  confused.  You  have  the  Kaiser  Co. 
and  the  Kaiser  Co.,  Inc.,  two  separate  companies? 

Mr.  Hek[ry  Kaiser.  That  is  right. 

Mr.  Herter.  There  are  a number  of  other  companies  that  carry 
the  Kaiser  jname.  There  are  the  California  Kaiser  Co.  and  the  Kaiser 
Engineers,; and  so  on? 

Mr.  Henry  Kaiser.  Yes,  sir.  All  those  companies  are  largely  em- 
ployee-owned companies,  other  than  the  Henry  J.  Kaiser  Co. 

Mr.  Herter.  The  Kaiser  Co.,  Inc.,  which  is  wholly  owned  by  the 
Kaiser  farpily,  not  by  the  employees,  did  the  shipbuilding  job? 

Mr.  Hen;ry  Kaiser.  And  the  steel  job. 

Mr.  Herder.  In  that  case  all  your  earnings  from  the  ship  job  were 
pledged  for  the  steel  job? 

Mr.  Hen;ry  Kaiser.  That  is  right. 

Mr.  Herter.  May  I get  the  dates  straight  as  to  when  you  began 
shipbuilding  and  when  you  began  making  steel? 

Mr.  Edgai:  Kaiser.  The  facilities  contracts  were  entered  into  Janu- 
ary 9, 1942;  and  the  ship  contracts,  I think,  on  January  13,  a few  days 
thereafter.  J 

Mr.  Herder.  And  the  steel  division  made  its  first  borrowings  from 
the  Reconstruction  Finance  Corporation? 

Mr.  Henry  Kaiser.  They  did  a remarkable  job.  We  got  a blast 
furnace  gojng  in  about  6 months. 

Mr.  Hester.  You  went  into  the  steel  business  because  you  could 
not  get  regular  supplies  ? 

Mr.  Henry  Kaiser.  Yes, 

Mr.  Herter.  You  had  long  discussions  with  Mr.  Allen  and  other 
people  about  going  into  the  steel  business? 

Mr.  Henry  Kaiser.  Yes. 

Mr.  Herter.  But  you  did  not  go  into  the  shipbuilding  until  2 
months  before  you  went  into  the  steel  business  ? 

Mr.  Henry  Kaiser.  Yes. 

Mr.  Herder.  How  could  you  determine  within  that  time  that  you 
could  not  get  steel  ? 

Mr.  Henry  Kaiser.  Because  of  our  experience  in  the  other  ship- 
building coinpan  ies. 

Mr.  Herder.  You  had  already  discovered  that  ? 

Mr.  Henry  Kaiser.  Yes.  That  was  where  our  difficulty  was.  I 
have  letter^  that  I can  furnish,  if  you  like,  written  to  all  the  steel 
companies,  telling  them  that  the  deliveries  were  all  out  of  line,  not 
in  sequence!,  and  we  were  60  days  behind  on  the  ships. 

Mr.  Herter.  When  you  pledged  with  the  Reconstruction  Finance 
Corporatioh  to  repay  ship  profits  on  the  note  you  at  the  same  time 
had  certain!  profits  coming  to  you  from  other  shipbuilding  companies, 
as  stockholders  in  other  shipbuilding  companies  ? 

Mr.  Henry  Kaiser.  Yes. 
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Mr.  Herter.  Were  those  pledged  to,  the  Reconstruction  Finance 
Corporation  ? 

Mr.  Henry  Kaiser.  No,  sir.  They  were  not  wholly  owned,  and  we 
could  not  do  that.  I attempted  to  do  it,  but  it  was  not  successful. 

Mr.  Herter.  The  Henry  J.  Kaiser  Co.,  as  such,  is  a stockholder  in 
all  these  other  companies,  is  it  not,  as  well  as  the  Kaiser  Co,,  Inc.? 

They  both  must  have  received  dividends  from  other  companies  on 
ship  profits? 

Mr.  Henry  Kaiser.  The  Henry  J.  Kaiser  Co.  did,  but  they  did  not 
control,  so  they  could  not  use  those  ships  fees. 

Mr.  Herter.  The  Henry  J.  Kaiser  Co,  is  your  company,  the  family 
company  ? 

Mr.  Henry  Kaiser.  That  is  right. 

Mr.  Herter.  And  the  Kaiser  Co.,  Inc.,  is  wholly  owned  by  that? 

Mr.  Henry  Kaiser.  Yes. 

Mr.  Herter.  So  those  two  are,  to  all  intents  and  purposes  here, 
synonymous?  There  are  no  outside  holdings  in  each? 

Mr.  Henry  Kaiser.  That  is  right. 

Mr.  Herter,  Both  of  them  were  receiving  profits,  or  one  of  them, 
the  Kaiser  Co.,  Inc.,  was  receiving  shipbuilding  profits,  offsetting  the 
steel  losses;  but  the  Henry  J.  Kaiser  Co.,  as  well  as  the  Kaiser  Co., 

Inc.,  were  both  receiving  dividends  presumably  from  the  profits  of 
other  shipbuilding  corporations  ? 

Mr.  Henry  Kaiser.  That  is  right. 

Mr.  Herter.  And  the  minute  they  received  those  dividends  they 
wore  pledgable,  of  course.  They  were  pledged  for  the  Reconstruc- 
tion Finance  Corporation  loan? 

Mr.  Henry  Kaiser.  The  Henry  J.  Kaiser  Co.  dividends? 

Mr.  Herter.  Yes. 

Mr.  Henry  Kaiser.  No.  I have  letters  from  the  RFC  questioning 
whether  they  wanted  to  take  any  more,  because  the  Henry  J.  Kaiser 
Co.  had,  of  course,  many  other  risks, 

Mr.  Herter.  But  the  Kaiser  Co.  did? 

Mr.  Henry  Kaiser.  They  had  pledged  everything,  the  Kaiser  Co., 

Inc. 

Mr.  Herter.  Wherever  it  was  received  from  ? 

Mr.  Henry  Kaiser.  Yes;  and  they  really  offered  to  pledge  more — 
this  will  interest  you — they  really  offered  the  RFC  to  pledge  more, 
but  where  there  was  a risk  involved  of  any  kind  the  RFC  refused 
to  take  anything.  You  could  not  pledge  your  profits  without  their 
taking  the  losses,  and  they  did  not  want  to  take  those  risks. 

Mr.  Herter.  In  two  of  your  principal  shipbuilding  companies,  as 
against  the  profits  from  shipbuilding,  you  had  offsets  in  other  opera- 
tions ; in  one  case,  magnesium  ? 

Mr.  Henry'  Kaiser.  Yes. 

Mr.  Herter.  We  have  not  discussed  the  magnesium  at  all.  What  is 
the  status  of  that  particular  note? 

Mr.  Henry  Kaiser.  It  is  paid. 

Mr.  Herter.  In  full  ? 

Mr.  Henry  Kaiser.  In  full. 

Mr.  Herter.  Some  $28,000,000  ? 

Mr.  Henry  Kaiser.  Yes. 

Mr.  Herter,  Paid  for  in  full  out  of  shipbuilding  fees? 
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Mr.  He]nry  Kaiser.  And  other  income.  That  company  is  now 
doing  probably  $6,000,000  a month  in  gross  revenues  at  this  moment. 

Mr.  Hester.  But  it  has  liquidated  that  RFC  loan? 

Mr.  Henry  Kaiser.  Yes. 

Mr.  Hei  ter.  So  that  the  shipbuilding  profits  are  no  longer  pledg- 
able  from  die  Permanente  Co.  to  any  of  the  other  operations? 

Mr.  Henry  Kaiser.  That  is  correct.  The  RFC  will  not  take  any- 
thing where  they  have  to  take  a risk.  You  could  not  just  pledge 
profits  and  not  losses.  We  can  show  you  from  the  RFC  where  they 
have  refused  to  take  any  pledged  profits.  They  would  take  the  profits 
if  they  did  not  have  to  take  the  losses.  As  a matter  of  fact,  at  the 
moment  they  have  refused  to  go  on  any  further  in  shipyard  3,  because 
they  see  a loss  involved.  Shipyard  3 is  operated  by  Kaiser  Co.,  Inc., 
and  there  is  a loss  involved  due  to  the  manner  in  which  it  has  been 
liandjed,  and  so  forth,  and  they  have  notified  us  that  they  did  not 
want,  any  more  pledged  profits  from  there  because  we  would  likewise 
have  losse^.  So  they  have  asked  us  to  take  yard  3 out  of  the  Kaiser 
Co.,  Inc. 

Mr.  IIerter.  Are  yards  1,  2,  and  3 all  owned  by  the  Kaiser  Co.  ? 

Mr.  Hei$ry  Kaiser.  No.  This  yard  3 of  the  Kaiser  Co.,  Inc. — it  is 
operated  oply,  not  owned. 

Mr.  IIeRter.  Operated  by  the  Kaiser  Co.,  but  none  is  owned? 

Mr.  Heis|ry  Kaiser.  No. 

Mr.  IIeRter.  But  operated,  and  the  profits  are  received  by  the 
Kaiser  Co.p  Inc.  ? 

Mr.  Henry  Kaiser.  Yes. 

Mr.  Her  ter.  I suppose  you  realize  that  in  this  particular  study  that 
we  are  making  now,  to  find  out  just  what  happened  in  connection  with 
the  shipbuilding  operation,  it  is  pretty  difficult  for  us  to  incorporate 
in  any  thinking  about  this  the  other  operations  of  a corporation  that 
have  nothing  to  do  with  shipbuilding,  except  that  you  might  argue 
that  the  construction  of  steel  was  ah  aid  to  the  shipbuilding  program. 

Mr.  Henry  Kaiser.  It  was.  But  you  can  go  further  than  that.  Let 
us  assume  that  the  Kaiser  Co.,  Inc.,  was  just  formed  and  took  on 
without  pledging  any  fees.  The  fees  that  it  would  have  received  would 
not  have  been  excessive  profits,  and  that  is  what  you  are  interested 
in,  because  they  have  never  been  over  3 percent;  so  if  all  those  fees 
had  been  paid  to  the  Kaiser  Co.,  Inc.,  you  see,  they  would  not  have 
been  over  3 percent  and  they  would  not  have  come  within  the  con- 
sideration of  the  Renegotiation  Act,  because  renegotiation,  to  our 
mind,  has  never  touched  a thing  under  3 percent  and  allowed  up  to 
6 percent. 

You  see,:  the  thing  I would  like  to  make'clear  to  you  is  that  this  was 
really  an  ^,ct  in  an  effort  to  get  steel.  We  gave  up  all  the  fees  that 
we  could  have  earned  and  kept. 

Am  I making  that  clear  to  you?  That  is  a very  important  fact 
that  I have  not  often  been  able  to  bring  out. 

Mr.  Hester.  I think  that  all  people  have  an  independent  judgment 
as  to  what  constitutes  a proper  fee  for  the  conduct  of  an  operation, 
depending  a great  deal  on  how  much  individual  risk  capital  has  gone 
into  it,  ho^v  much  it  has  been  wholly  financed  as  to  material,  working 
capital,  and  so  on,  by  the  Government. 
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Mr.  Henry  Kaiser.  That  is  true.  ' 

Mr.  Hekter.  And  I do  not  think'  there  is  any  fixed  yardstick  by 
which  that  can  be  judged. 

Mr.  Henry  Kaiser.  I agree  with  that.  It  is  very  difficult  to  fix 
that,  but  Congress  did  try  to  set  up  one  in  that  Renegotiation  Act, 

Mr.  Herter.  But,  so  far  as  I can  see  in  the  renegotiations  in  this 
case,  the  Government  was  in  a very  peculiar  position,  because  they' 
could  renegotiate  you  out  of  fees  and  take  it  out  of  RFC  money. 

Mr.  Henry  Kaiser.  But  they  would  never  have  renegotiated  us 
on  the  basis  of  what  they  are  doing  in  all  other  renegotiations,  because 
we  never  did  have  sufficient  fees.  We  would  not  have  been  renego- 
tiated downward,  because  we  did  not  get  as  much  as  they  were  mvinff 
others,  percentagewise.  ■ 

Mr.  Herter.  'There  again  I think  the  volume  comes  into  the  picture. 
Mr.  Henry  Kaiser.  Oh,  volume.  Percentage  is  what  thev  have 
been  using.  It  is  very  difficult  to  find  any  other  measure. 

Air.  Herter.  I think  it  was  you  in  your  earlier  testimony  that  spoke 
°f  the  fact  that  volume  was  a material  factor  in  any  business. 

Mr.  Henry  Kaiser.  Volume  is  a tremendous  factor.  It  meant  a 
great  deal  at  the  time  of  the  war  in  getting  those  ships.  If  vou  had 
ever  seen  what  the  Navy  did  to  get  us  to  deliver  a carrier  a week, 
something  that  had  never  been  heard  of  before  in  the  world  when 
they  found  out  what  it  meant  to  them  at  Leyte,  you  would  understand 
what  volume  meant. 

Mr.  Herter.  One  other  thing,  Mr.  Kaiser.  In  connection  with  the 
steekpiant,  you  have  told  us,  or  I think  it  has  been  brought  out  in 
figures  that  came  from  the  book,  that  in  offsetting  the  profits  of  the 
Raiser  Co.  you  had  the  losses  sustained  in  the  steel  division  « 

Mr.  Henry  Kaiser.  That  is  right. 

..  -Mr-  Herter.  And  that  of  those  losses,  some  $9,000,000  represented 
interest  on  borrowed  money,  and  some  $45,000,000  represented  amor- 
tization and  depletion  and  depreciation? 

Mr.  Henry  Kaiser  That  is  right.  If  you  took  those  all  out,  our 
percentage  still  would  be  below  that  of  any  others  that  we  know  of. 

Mr.  Herter.  My  question  is  this:  How  completely  has  your  steel 
company  been  amortized  at  this  time,  under  the  5-year  permission 
that  you  had  to  amortize?  1 

Mr  Henry  Kaiser.  Approximately  half,  but  in  effect— it  is  a point 
that  I am  glad  you  are  bringing  up— it  ought  to  be  amortized  80  per- 
cent, on  account  of  the  Geneva  steel  plant  being  sold  at  80  percent  off 
You  see,  it  is  amortized  50  percent,  about  half;  but  here  we  have  an- 
other competing  steel  company,  the  dream  plant,  that  sold  at  20  percent 
of  its  value,  so  it  is  really  depreciated  80  percent,  and  in  effect  that  is  an 
additional  depreciation.  That  is  the  part  I have  been  trying  to  brino- 

Mr.  Herter.  That  may  be  true,  but  I do  not  think  the  Internal  Rev- 
enue Department  would  recognize  it. 

is  thereImRY  KaISER-  That  is  ri§'ht  That  is  iusfc  ^ point.  But  it 

Mr.  Herter.  But  from  the  point  of  view  of  the  Internal  Revenue 
Department,  you  have  been  able  to  charge  off  these  losses,  so  that  the 
steel  plant  today 
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Mr.  Henry  Kaiser.  That  is  right. 

Mr.  Herxer.  You  can  still  charge  off  SO  percent  of  the  amortization, 
and  you  do  not  have  to  charge  off  up  to  20  percent  per  year  if  you  do 
not  want  to.  That  is  your  privilege. 

Mr.  Henry  Kaiser.  I think  you  have  to  declare  what  you  want  to 
do  and  follow  that  procedure.  I am  not  quite  clear  on  the  taxes. 

The  tax  problem  is  too  complicated  for  me  to  answer  you  accurately, 
but  I think  if  you  decide  that  you  will  charge  off  only  a small  pro- 
portion, you  can  elect  to  take  a certain  method.  I think  the  law  per- 
mits you  t ) do  that.  I am  not  quite  clear.  It  is  too  complicated  for 
in.0 

Mr  Hester.  Apparently  in  your  refinancing  with  the  Reconstruc- 
tion Finance  Corporation  on  the  steel  company  you  now  have  a period 
of  years  id  which  to  pay  it  off  under  a complicated  series  of  notes  that 
there  is  nd  use  in  going  into  in  detail  now.  _ 

Mr.  Henry  Kaiser.  No;  but  I can  say  this  to  you  about  it,  that  the 
fixed  charges  are  too  high  to  carry  it  and  to  make  a success  of  it.  It 
is  valueless  if  we  have  to  continue  on  the  basis  that  they  have  set  up  tor 

us,  in  competition  with  the  other  plant. 

Mr.  Hester.  You  have  still  pledged  m advance  your  shipbuilding 

profits  for  future  years?  . . . . , , . 

Mr.  Henry  Kaiser.  And  we  are  paying  them  and  have  been  doing 

it  since  thfe  war.  , ... 

Mr  HeRter.  That  raises  a question  right  away;  while  you  still  owe 
the  Government  money,  is  not  the  Government  likely  to  want  to  do 
business  with  you  to  get  its  money  back  by  giving  you  ship  contracts  ( 

Mr.  Henry  Kaiser.  We  have  not  seen  any  evidence  of  it.  As  a 
matter  of  fact,  we  have  not  seen  any  evidence,  and  the  RFC  probably 
will  not  tjalce  any  competitive  contracts,  because  they  are  afraid  of 
the  loss  on  it.  They  have  always  indicated  that.  They  have  told  us 
so.  And,  as  a matter  of  fact,  they  have  declined,  just  answering  your 
question,  |ome  contracts  because  there  was  a possibility  of  loss  m them 
if  we  took  them  competitively. 

Mr.  Edgar  Kaiser.  That  is  correct. 

Mr.  Henry  Kaiser.  It  is  just  the  opposite  from  what  you  are  thmk- 

^^Iiy  Harter.  On  the  steel  company  itself,  you  have  some  hundred 
million  dollars  in  there? 

Mr.  Henry  Kaiser.  That  is  right.  . ... 

Mr.  Herter.  During  the  time  that  it  was  operating,  was  it  selling 
steel  dirept  to  the  Maritime  Commission  and  the  Maritime  Commis- 
sion delivering  steel  to  your  yards? 

Mr.  Henry  Kaiser.  I think  that  the  War  Production  Board  was 

allocating  that  steel;  100  percent  CMP,  I think.  p 

Mr.  Herter.  But  it  was  actually  being  purchased  by  the  Govern- 
ment ? j 

Mr.  Henry  Kaiser.  Yes.  , , , , ,.  , 

Mr.  HErter.  Was  the  Government  determining  the  price  at  which 

it  was  purchased. 

Mr.  Henry  Kaiser.  Yes.  . . ,,  .. 

Mr.  Herter.  They  determined  the  price,  the  quantity,  and  the  allo- 
cation, all  three?  ,1,  , 

Mr.  Henry  Kaiser.  Oh,  yes ; on  all  the  steel  plants  at  that  time. 
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Mr.  Herter.  So  your  own  company  had  no  preference  in  the  alloca- 
tion of  steel  ? \ 

Mr.  Henry  Kaiser.  No  ; none.  , 

Mr.  Herter.  It  went  wherever  the  Government  told  you  to  send  it  5 

Mr.  Henry  Kaiser.  Yes.  , , , 

Mr.  Herter.  And  you  manufactured  what  the  Government  wanted 

you  to  manufacture? 

Mr.  Henry  Kaiser.  Yes.  . 

Mr.  Herter.  I suppose  you  are  somewhat  relaxed  trom  the  point 

of  those  restrictions  now  ? . 

Mr.  Henry  Kaiser.  Yes ; we  are.  We  are  m a commercial  business. 

Mr.  Herter.  In  a commercial  business,  at  present  prices,  does  it 
look  like  a profitable  operation?  . . , \ 

Mr  Henry  Kaiser.  It  does  so  long  as  we  do  not  have  the  high  fixed 
charges.  That  is  what  the  interim  period  is  for,  to  see  what  we  could 
do  with  it.  It  is  a low-cost  operating  plant.  It  is  on  a comparable 
basis  with  the  Geneva  plant,  but  its  fixed  charges  are  high  because  of 

the  100  percent.  ■ , ; 

Mr.  Herter.  Its  capacity  is  greater  than  the  Geneva  plants? 

Mr.  Henry  Kaiser.  It  is  one-half. 

Mr.  Herter.  But  you  said  it  turned  out  more  steel. 

Mr  Henry  Kaiser.  Yes ; it  did.  Thank  you  for  bringing  that  one 
out.  That  is  what  it  did.  With  half  the  capacity  and  at  half  the 
cost,  it  turned  out  a little  bit  more  steel. 

Mr.  Herter.  If  you  were  asked  this  question,  and  with  the  permis- 
sion of  the  chairman  I think  the  witness  ought  to  be  entitled  to  decline 
tp  answer  it  if  ho  wishes  to,  on  net  balance,  with  the  personal  family 
investment  put  into  shipbuilding  and  other  operations  during  the 
war  period,  how  do  you  feel  that  you  came  out  at  the  end  of  the  war 
from  the  point  of  view  of  the  capitalization  ? 

Mr.  Henry  Kaiser.  I really  do  not  think— that  question  has  been 
brought  up  a number  of  times  within  our  own  group.  It  really  can- 
not be  determined  until  we  determine  what  losses  we  are  going  to 

lie  prepared  to  take.  . , 

Mr.  Herter.  You  have  the  magnesium  plant  free  and  clear,  paid 

for  out  of  the  ship  profits.  _ 

Mr.  Henry  Kaiser.  Let  me  get  that  clear.  I am  delighted  you  are 
asking  all  these  questions.  I am  delighted  about  it.  That  magne- 
sium plant  is  a real  problem  at  the  present  moment.  We  are  losing 
$50,000  a month  on  it.  At  least  three-quarters  of  that  plant  never 
will  be  operated.  We  were  not  permitted  during  the  war  to  do  the 
development  work  that  we  wanted  to  do,  so  we  merely  produced  to  get 
the  magnesium,  even  though  we  produced  it  and  saved  the  Govern- 
ment a great  deal  of  money. 

Now,  at  the  present  time  that  magnesium  plant  is  a problem,  only 
from  the  standpoint  that  we  must  make  a success  of  it.  We  have 
great  hopes  that  we  can  do  something  with  it,  and  we  are  on  the  verge 
of  a development.  Each  month,  which  does  not  come  that  month, 
it  is  $50,000,  so  it  depends  entirely  on  how  successful  we  are  in  devel- 
oping a completely  new  product,  and  perhaps  cutting  the  cost  of  mag- 
nesium 50  percent. 

Mr.  Herter.  The  same  holds  true  of  your  steel  company  to  a large 
extent,  so  far  as  the  future  is  concerned. 

83486 — 46 11 
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Mi.  Henry  Kaiser.  No.  It  is  the  fixed  charge.  It  cannot  exist 
under  that  fixed  charge  m competition  with  a fixed  charge  of  20  cents 
on  the,  dollar  at  Geneva.  That  is  the  difference  right  there.  It  can- 
not exist. 

Mr. ; Hekter.  In  other  words,  you  feel  that  the  new  facilities  of 
which ^ou  are  now  the  owner  as  a result  of  the  shipbuilding  and  other 
operations  cannot  be  evaluated  at  the  present  time  ? 

McHenry  Kaiser.  -No.  And  then  we  put  a lot  of  money  into  it 
that  we  have  earned  private-wise  in  addition,  that  we  will  lose,  and 
that  cannot  be  evaluated.  That  is  right. 

Mr.  Herter.  Is  there  any  chance  in  connection  with  the  develop- 
ment of  magnesium  and  the  likelihood  that  it  will  be  of  any  help 
to  you; m building  automobile  bodies?  J 1 

Mr.  |Henry  Kaiser.  Wonderful  opportunities. 

Mf-  ;HERTER-  That  is  your  hope  ? 

. Mr;  Henry  Kaiser.  Yes;  and  we  also  have  tremendous  hope  in 
aluminum.  We  are  doing  some  remarkable  things.  There  are  great 

futfon  ltl6S’  W°  are  °n  the  6Ve’  in  my  iudSment’  of  a great  revo- 

Mr.  Herter.  Did  you  borrow  Government  money  in  the  develop- 
ment qf  your  aluminum  plant?  1 

Mi.  |Heniiy  Kaiser.  No;  no  Government  money.  We  are  paying 
them  a million  dollars  a year  rent,  and  we  borrowed  from  the  bank 
in  the  same  way  $16,000,000  for  the  aluminum  plant,  but  that  is  all 
something  that  has  nothing  to  do  with  the  Government  That  is 
private  borrowings  from  the  bank. 

The  ; Chairman.  Mr.  Weichel,  Mr.  McConnell  is  not  going  to  be 

here  tomorrow,  and  he  wishes  to  ask  some  questions 

0 fr'  McConnell.  Mr.  Kaiser,  I feel,  as  I have  sat  here  for  the  last 
2 da/si.tllat  J haiVie  been  111  a temPle  of  confusion  at  times,  and  I 
f°JL!ldAk? to  humbiy  suggest  that  simplification  miglit  be  a great  asset 
to  the  Raiser  interests  for  the  future. 

I aip  wondering  if  we  could  bring  a few  of  these  things  down  to 
almost: a simple  statement  of  certain  figures  of  profit  or  loss,  or  iust 
what  was  gained.  There  have  been  so  many  things  stated  here  that 

1 have  had  a hard  time  boiling  them  down. 

I would  l;ke  to  ask  you  this : Do  you  know  how  much  you  did  make 
s aitmk  m 1941-42  up  to  the  time  when  you  have  the  figures  that  are 
not  yet  proven?  For  instance,  there  must  have  been  figures  in  past 
years  that  are  now  finished,  where  you  can  say,  “We  made  so  much.” 
Do  you  have  them  available  ? 

Mr-  |JE^RT  Kaiser.  We  have  submitted  that  to  the  committee. 

Mr.  McConnell.  You  have  submitted  that? 

Mr.  Henry  Kaiser.  Yes. 

Mr  McConnell.  Is  it  separated  as  to  shipbuilding  and  other 
operations  f & 

Mr.  Henry  Kaiser.  It  is  shipbuilding  only. 

Mr.  McConnell.  You  have  it  separated  between  shipbuilding  and 
other  operations  ? & 

Mr.  Henry  Kaiser.  It  is  all  separated,  in  the  different  companies, 
Kaiser  Engineers,  Kaiser  Co.,  and  Henry  J.  Kaiser  Co.  ^ 

Mr.  McConnell.  And  you  stand  by  those  figures  ? In  other  words 
the  committee  can  rely  on  the  figures  that  you  have  given  as  to  your 
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earnings,  profits  or  earnings,  from  shipbuilding  over  a period  of  how  . 
long?  Did  you  start  in  1941  ? 

Mr.  Henry  Kaiser.  This  is  question  13  that  we  have  talked  about, 
and  I think  counsel  can  tell  you  the  date  it  starts.  It  is  January  1941, 
is  it  not,  up  to  July  27, 1946  ? 

Mr.  McConnell.  You  have  all  those  figures,  and  they  have  been 
turned  in  ? 

Mr.  Henry  Kaiser.  That  is  right. 

Mr.  McConnell.  I would  like  to  know  the  total  profit  in  that 
period.. 

Mr.  Coles.  I presume  you  are  looking  at  this.  Yes;  we  are  looking 
at  the  same  table.  This  is  merely  the  figures  of  dividends  which  have 
been  paid  to  the  Kaiser-owned  companies  by  the  shipbuilding  oper- 
ating companies.  It  does  not  state  how  much  the  shipbuilding  oper- 
ating companies  made.  Now,  the  figures  by  the  Maritime  Commis- 
si oil  if  I may  digress  for  a moment-- — 

Mr.  McConnell.  We  are  getting  into  this  confusion  again. 

Mr.  Coles.  I think  it  might  clear  it  up  if  I can  read  this.  [Bead- 
ing:] 

The  Maritime  Commission  figures  say  that  profits  earned  by  shipbuilders  are 
captioned  “Estimated  profits'’  because  final  settlement  has  not  been  consummated 
with  respect  to  many  of  the  contracts.  However,  the  profits  are  substantially 
actual.  It  should  also  be  borne  In  mind  that  certain  costs  have  been  incurred 
by  contractors  which  are  not  reimbursable  or  allowable  under  the  contracts. 

Tho  amount  of  disallowances  is  relatively  small  compared  to  earned  profits. 

Then,  in  here,  the  listing  of  the  six  companies  shows  about  $192,- 
000,000  of  fees  and  profits  over  and  above  all  costs  were  paid  to  these 
six  shipbuilding  companies  in  which  the  Kaisers  have  an  interest.  It 
might  be  of  interest  also  to  note  that  the  information  furnished  to  the 
committee  by  these  six  Kaiser  companies  shows  that  before  full  re- 
negotiation, but  so  far  as  renegotiation  has  already  gone,  the  Kaiser 
companies  made  $173,000,000,  the  five  companies,  not  including 
Walsh-Kaiser,  upon  which  we  have  no  figure. 

Now,  the  figure  that  Mr.  Kaiser  reads,  so  far,  and  only  so  far,  is 
that  dividends  of  just  under  $5,000,000  have  been  paid  to  the  Kaiser 
holding  companies  by  these  operating  companies,  but  this  in  no  way 
■shows  how  much  money  the  operating  companies  made. 

Mr.  McConnell.  Mr.  Kaiser,  do  you  have  other  figures  than  those  ? 

Mr.  Henry  Kaiser.  Yes;  oh,  yes. 

Mr.  McConnell.  Bead  those  figures.  I would  like  to  have  them 
right  next  to  the  other  figures. 

Mr.  Henry  Kaiser.  1 do  not  have  it  in  dollars.  I have  it  per- 
centage-wise. If  you  want  that  in  dollars,  it  will  have  to  be  gotten  up. 

Mr.  Coles.  These  figures  of  $173,000,000  are  taken  from  your  own 
books,  Mr.  Kaiser,  that  you  submitted  to  the  committee. 

Mr.  McConnell.  Will  you  accept  that  $173,000,000? 

Mr.  Henry  Kaiser.  I will  have  to  look  at  that.  It  is  not  rene- 
gotiated yet. 

Mr.  Coi.es.  It  is  as  far  as  renegotiation  has  gone,  and  I might  add 
that  in  most  cases  it  has  gone  to  the  end  of  1944,  and  in  some  cases 
to  the  end  of  1945,  so  that  I think  the  major  renegotiation  is  finished, 
although  I would  not  want  to  state  that  categorically. 

Mr.  McConnell.  Will  you  accept  them  before  renegotiation?  Will 
you  accept  that? 
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Mr.  HijiNRY  Kaiser.  Before  renegotiation  and  before  taxes  for  all 
the  Kaiser  companies,  and  before  all  nonreimbursables  and  before  all 
claims,  which  are  running  into  the  millions,  and  we  do  not  know  how 
much.  lye  get  different  stories  every  day. 

Mr,  McConnell.  Outside  of  those  statements,  will  you  agree  that 
$173,000,900  is  the  figure? 

Mr.  Hpnry  Kaiser.  That  is  on  all  the  companies  which  I have 
■ever  had  an  interest  in  ? 

Mr.  Coles.  No;  excuse  me,  that  is  the  five  companies,  California 
Shipbuilding  Corp.,  Kaiser  Co.,  Inc.,  Kaiser  Cargo,  Inc.,  Oregon  Ship- 
building porp.,  and  Permanente  Metals  Corp.  It  does  not  include 
Wiihh -Kaiser  or  Joshua  Hendy. 

Mr. -McConnell.  Does  it  include  California  Ship? 

Mr.  CopES.  It  does. 

Mr.  McConnell.  I want  what  you  will  admit.  Won’t  you  give  me 
what  you  will  agree  to,  what  you  say  is  accurate?  Let’s  not  slide  off 
into  something  else.  What  will  you  admit? 

Mr.  Henry  Kaiser.  What  do  you  want  to  know,  about  the  Kaiser 
companies  ? 

Mr.  McConnell.  You  told  me  your  earnings  were  agreed  upon  up 
to  1946.  Now,  what  are  those  earnings? 

Mr.  Hijnry  Kaiser.  The  Henry  J.  Kaiser  Co.,  or  all  the  companies? 

Mr.  McConnell.  I want  to  know  it  from  the  shipyard  operations. 
That  is  what  we  are  investigating  at  the  present  time,  as  I understand 
it.  I do  jnot  care  about  any  of  these  outside  things.  I want  to  know 
it  from  jthe  shipbuilding  operations,  and  what  you  will  admit  to. 
What  are  you  willing  to  accept?  “They  are  my  figures,  and  I will 
accept  them.”  That  is  wThat  I want  to  hear  from  you. 

Mr.  H|enry  Kaiser.  All  kinds  of  companies,  all  the  Kaiser  com- 
panies ? 

Mr.  McConnell.  Engaged  in  shipbuilding. 

Mr.  Henry  Kaiser.  All  companies  in  which  I have  ever  been  inter- 
ested, had  even  3 percent  or  5 percent  of  whatever  I have  been  inter- 
.ested  in,  fho  total  amount.  Is  that  what  you  want? 

Mr.  MpCoNNELL.  If  you  have  it. 

Mr.  Henry  Kaiser.  Could  I hand  this  to  you  ? 

Mr. ' McConnell.  Bead  it..  There 'is  no  use  in  giving  it  to  me 
privately. 

Mr.  IIpNRY  Kaiser.  These  are  for  all  the  shipyards,  the  Portland, 
the  Vancouver,  the  Richmond,  managed  by  Kaiser  Co.,  Inc. 

May  the  attorney  read  it? 

Mr.  McConnell.  I do  not  care  who  reads  it. 

Mr.  Qscar  Cox  (attorney).  The  statement  for  Kaiser  Co.,  Inc., 
which  ran  the  Portland,  Richmond,  and  Vancouver  yards,  is  a com- 
plete statement  which  is  already  in  evidence,  which  reads  as  follows 
[reading] : 

The  gross  fees  payable  to  the  Kaiser  Co.,  Inc.,  were  $46,883,757  before  renegotia- 
tion and  before  the  deduction  of  nonreimbursable  items  and  subject  to  renegotia- 
tion for  tie  last  2 years.  The  nonreimbursable  items  which  are  deductible  from 
that  are  85,750,360. 

After  these  deductions  the  gross  fees  on  United  States  Maritime  Commission 
contracts  were  $41,133,396.  The  losses  before  taxes,  .and  there  were  no  taxes  due 
to  net  loss,  except  in  1941,  show  losses  of  $59,712,436,  a net  loss  in  the  operation 


of  Kaiser 
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Co.  of  $18,579,040. 


Mr.  McConnell.  What  were  your  losses? 
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Mr.  Henry  Kaiser.  The  losses  were  the  operation  of  the  steel  plant. 

Mr.  McConnell.  I would  like  to  get  the  shipbuilding  by  itself. 

Mr.  Cox.  I gave  it  to  you.  The  $41,000,000  was  the  fees  from  ship- 
building operations,  and  the  separate  loss  from  steel  was  $59,000,000. 

Mr.  McConnell.  That  is  for  one  company.  Now  we  are  getting 
somewhere. 

Mr.  Cox.  The  Oregon  Shipbuilding  Corp. : Gross  fees  were  $44,- 
830,597.  So  far  nonreimbursable  items  were  $4,549,517 ; the  gross  fees 
less  the  nonreimbursables  to  date  were  $40,327,339.  Wait  a minute. 

The  Federal  income  and  excess  profits  taxes  already  paid  are  $27,000,- 
000,  and  the  net  is  $13,000,000. 

Mr.  McConnell.  That  is  reported  on  a different  basis  than  Kaiser. 

One  is  before  taxes  and  the  other  after. 

Mr.  Cox.  The  other  showed  no  taxes  because  there  was  no  net  in- 
come, except  in  1 year. 

Mr.  McConnell.  Because  you  put  it  against  the  steel  losses. 

Mr.  Cox.  You  have  to  take  one  other  figure  there,  and  that  is  the 
Kaiser  interest  in  Oregon  Ship. 

Mr.  Henry  Kaiser.  You  want  to  get  the  whole  company  first,  do 
you  not? 

Mr.  McConnell.  Yes.  js  ■ 

Mr.  Cox.  You  have  to  take  Kaiser’s  interest.  Kaiser’s  interest  in 
Oregon  Ship  through  Henry  J.  Kaiser  Co.  and  the  Kaiser  Co.  was 
I6H/2  percent.  ... 

Mr.  Henry  Kaiser.  One-half  of  that  is  employees’. 

Mr.  Cox.  The  other  ownership  in  terms  of  distribution  of  earnings 
would  have  gone  to  the  eight  other  companies,  like  J.  F.  Shea  and 
General  Construction,  in  which  Kaiser  Co.  has  no  pecuniary  interest, 
direct  or  indirect,  so  .you  take  16%  percent  of  the  $13,000,000  if  you 
want  to  find  out  how  much  profit  was  made. 

Mr.  Henry  Kaiser.  By  Kaiser  out  of  Oregon  Ship.  That  is  before 
he  paid  dividends.  We  don’t  know  the  answer  for  some  time  to  come, 
yet,  until  we  get  through  these  settlements  and  claims. 

Mr.  Cox.  Kaiser  Cargo,  which  is  the  third  company,  had  gross  fees 
of  $1,358,058  less  nonreimbursables,  showing  gross  fees  of  $1,047,000 
less  taxes  paid  of  $776,619,  leaving  a net  income  for  the  6 years,  or. 
approximately  6 years,  of  $270,682.  The  Kaiser  percentage  in  that 
company  was  58  percent. 

Permanente  Metals  Corp.  shows  gross  fees  before  reimbursement 
were  $57,936,000.  The  nonreimbursable  items  to  date  wore  $4,426,- 
000,  leaving  gross  fees  after  nonreimbursable  items  to  date  of 
$53,000,000.  The  net  loss  on  the  magnesium  division  was  $23,000,- 
000 ; the  gross  income  after  that  net  loss  was  $30,000,000.  The  taxes 
paid,  Federal  income  and  excess  profits  taxes,  were  $21,000,000,  leav- 
ing a net  income  for  the  more  than  5 years  of  $8,999,000.  The  inter- 
est of  the  Kaiser  companies  in  Permanente  Metals  has  varied  from 
year  to  year,  but  in  ’41  it  was  16  percent,  in  ’42  it  was  23.4  percent,  in 
’43  and  ’44  it  was  the  same  as  in  ’42,  and  in  ’45,  up  to  November,  before 
the  exchange  and  trade  on  California  Ship,  it  was  17  percent,  and  in 
’46  after  the  trade  with  Calship  it  was  64.7  percent.'  That  is  just 
recently. 

Mr.  McConnell.  Now  do  you  have  a total  of  what  you  received 
from  shipbuilding  operations  for  those  5 years  ? 

Mr.  Cox.  We  can  just  add  them  up  for  you  right  now. 
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I think  there  is  one  other  set  of  figures  that  the  committee  might 
want  to  evaluate,  because  ultimately  the  profits  that  are  available  for 
distribution  come  in  the  form  of  dividends,  and  I think,  for  what- 
ever it  is  worth  in  the  evaluation,  you  ought  to  also  have  the  com- 
panion figures  that  go  with  that,  and  X have  them  calculated  here, 
with  the  comments  on  them.  If  the  committee  wants  them,  there  are 
just  two  basic  paragraphs  on  that. 

The  companies  in  which  Mr.  Kaiser  and  his  family  owned  stock 
received  dividends  amounting  to  $4,936,000  for  the  five  war  years. 

Of  that  $4,936,000,  stockholders  other  than  Kaiser  Co.  participated 
to  the  extent  of  $1,353,000,  leaving  $3,583,000  over  a 5-year  period 
allocable  to  stock  which  the  Kaiser  family  owned.  That  figure  is  be- 
fore regular  corporate  taxes,  which  run  about  40  percent ; before  cor- 
porate eicess  profits,  which  run  far  higher  than  40  percent ; and  be- 
fore individual  income  taxes,  which  have  run  as  high  as  80  percent 
in  the  years  involved.  The  earnings  are  available  as  reserves  for 
losses  on  other  operations  which  have  been  incurred  and  which  are 
likely  to  be  incurred  in  the  future,  and  they  were  dividends,  of  course, 
paid  to  corporations  in  these  cases  as  a result  of  the  shipbuilding  and 
other  operations. 

Mr.  McConnell.  May  I ask  you  this  personal  question,  Mr.  Kaiser  ? 

Do  you  know  whether  you  are  solvent  or  not  ? 

Mr.  HpNRY  Kaiser.  It  depends  on  what  hazards  I take  as  the  after- 
math  of  all  these  conversions.  There  is  some  problem. 

Mr.  McConnell.  We  start  out  with  very  large  figures,  and  when 
we  get  them  all  boiled  down  I don’t  know  whether  you  are  a minus 
or  a plus  quantity. 

Mr.  H'knry  Kaiser.  We  start  all  over  again,  that  is  one  thing,  and 
the  recor  version  problems,  if  you  go  to  the  Fleetwing,  which  is  main- 
taining $ome  beautiful  offices  right  now,  you  have  another  problem. 
These  reconversion  problems  are  not  simple  ones,  and  the  Maritime 
Commission  has  made  it  very  difficult  on  shipyard  3.  I just  learned 
last  night  that  this  month  we  will  lose  $140,000. 

Mr.  McConnell.  Mr.  Kaiser,  while  you  are  getting  those  other 
figures,  qo  you  know  how  much  you  put  into  your  enterprises,  in  one 
figure?  |Can  you  tell  me  that?  Do  you  know  that ? 

Mr.  H|enry  Kaiser.  You  see,  now  we  have  to  go  and  add  all  these 
togetherj  again.  You  would  say,  if  you  loaned  a company  money,  if 
you  had;  personally  loaned  it  money  to  operate,  that  that  was  what 
you  put  in,  would  you  not  ? 

Mr.  McConnell.  Yes.  In  other  words,  what  did  you  have  that 
you  put  in  to  start  it  off  ? 

Mr.  b|enry  Kaiser.  That  is  right.  Then,  in  addition  to  that,  the 
Commission  required  from  all  shipbuilders  $100,000  per  way.  That 
went  in  definitely  as  capital.  Well,  we  are  going  to  get  into  confusion 
here  in  a minute. 

Mr.  McConnell.  Are  you  saying  you  do  not  know  how  much  you 
put  into  these  ? 

Mr.  Henry  Kaiser.  I think  we  can  get,  it  from  these  figures.  We 
have  worked  on  these  figures  with  the  best  accountants,  and  with  the 
best  engineers  that  I can  devise. 

Mr.  McConnell.  They  do  not  seem  to  have  come  out,  these  great 
accountants,  with  any  clear  figures. 

Mr.  CpLES.  May  I say  this,  that  we  have  had  Commander  Jones,  a 
certified  | public  accountant,  go  over  the  figures  that  Mr.  Kaiser  has 
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given  us,  and  he  has  made  a great  many  adjustments.  I will  intro- 
duce this  in  the  record  as  exhibit  10.  The  figures  he  has  come  out 
with  on  a percentage  basis  are  substantially  higher  than  those  sub- 
mitted by  the  Kaiser  Co.,  several  times  as  high  on  a percentage  basis. 

The  bases  of  his  changes  are  that  Mr.  Kaiser  has  included  in  his 
figures  all  Government-supplied  material,  which  amounts  to  many 
hundreds  of  millions  of  dollars,  so  he  is  figuring  his  percentage  in- 
cluding Government-supplied  material.  He  also  included  in  his 
percentage  the  facilities  upon  which  the  contracts  specifically  state 
that  there  shall  bo  no  profit,  which  again  amounts  to  about  another 
$100,000,000,  and  he  also  is  including  as  his  base,  if  his  article  cost  $1 
and  sold  for  $1.10,  he  is  figuring  on  a basis  of  $1.10.  He  is  taking  fees 
and  profits  in. 

With  that,  plus  some  minor  reconciliation,  I would  like  to  intro- 
duce this  in  the  record,  which  shows  larger  percentages. 

(The  tabulation  and  compilation  so  identified  was  marked  “Ex- 
hibit 10.”) 

Mr.  Cox.  Excluding  the  losses  on  the  steel  plant,  the  total  gross  fees 
of  Kaiser  Co.,  Inc.,  involved  are  $46,883,757. 

In  those  figures,  when  we  exclude  the  losses,  the  taxes  which  would 
have  been  payable  would  have  been  $29,000,000.  The  losses  which 
wo  included  were  $59,000,000.  So  if  you  take  the  losses  into  account, 
the  net  on  the  over-all  shows  a loss  of  $18,000,000.  With  the  loss  out, 
it  is  $11,000,000. 

Mr.  Hunky  Kaisek.  With  the  loss  out  on  the  steel  plant,  which  there 
seems  to  be  a lot  of  question  about,  but  which  is  there. 

Mr.  McConnell.  What  did  you  make  from  shipbuilding,  leaving 
out  the  losses  ? 

Mr.  Cox.  Completely  forgetting  the  losses  on  the  steel  plant,  the 
profits  on  shipbuilding  after  taxes  were  $11,000,000  for  Kaiser  Co.,  Inc. 

Mr.  Cox  furnished  the  following  information  on  November  12, 1946 : 

For  all  four  Kaiser-managed  companies — Kaiser  Co.,  Inc.,  Permanente  Metals, 

Oregon  Shipbuilding,  and  Kaiser  Cargo — theoretical  earnings  on  shipbuilding, 
without  regard  to  actual  losses  on  other  operations,  and  after  theoretical  Federal 
income  taxes,  would  have  been  about  $40,000,000.  Of  that  theoretical  amount,  the 
theoretical  share  of  the  Kaiser  interests,  based  on  their  stockholdings  in  those 
companies,  would  have  been  about  $18,000,000. 

Mr.  McConnell.  That  is  after  taxes  ? 

Mr.  Henry  Kaiser.  After  taxes. 

Mr.  McConnell.  What  were  your  losses  on  the  steel?  I would 
like  to  put  them  alongside  of  this. 

Mr.  Cox.  The  losses  of  $59,000,000  on  the  steel  are  shown.  But  if 
you  take  that  loss  into  account  you  have  to  subtract  $29,000,000  of 
taxes  which  you  would  not  have  to  pay,  because  you  have  to  pay  taxes 
only  when  you  have  a net  income.  You  do  not  have  to  pay  taxes 
when  you  have  a net  loss,  which  was  the  actual  fact  in  the  Kaiser  Co., 

Inc.  In  the  years  other  than  1941  there  were  no  Federal  income  taxes 
payable  because  the  operations  of  this  one  company  under  the  law, 
and  lawfully  permitted,  were  to  take  the  steel  operations  and  ship 
operations,  and  there  was  a net  loss  in  each  of  those  years.  If  you 
exclude  the  losses,  which  is  what  you  asked  for,  then  the  taxes  would 
have  been  $29,821,712.27. 

Mr.  McConnell.  That  is  the  complete  figure  for  the  shipbuilding? 

Mr.  Coles.  Is  that  for  the  one  company  or  for  the  4 companies? 
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Mr.  Cox.  For  Kaiser  Co.,  Inc. 

Mr.  Henry  Kaiser.  Without  any  loss,  and  before  taxes. 

Mr.  McCon  nell.  You  did  not  have  any  loss  in  the  shipbuilding. 
You  had  it  in  connection  with  steel  and  magnesium. 

Mr.  Cox.  That  is  on  the  assumption  that  we  would  have  paid  taxes 
on  Kaiser'  Co.,  Inc.,  which  is  not  the  case  in  fact. 

Mr.  McConnell.  You  have  stated  the  losses  alongside  of  it.  You 
have  named  the  losses,  I understand,  here. 

Mr:  Ccx.  That  is  right. 

Mr.  McConnell.  Now  can  we  have,  about  that  same  place,  how 
much  was  put  into  this  whole  enterprise?  Can  that  be  worked  out? 

Mr.  Cox.  Yes,  sir. 

Mr.  Henry  Kaiser.  Do  you  want  the  bank  loans  included  in  it  ? 

Mr.  McConnell.  How  much  did  you  personally,  and  the  companies, 
put  in  ? I would  like  to  have  that,  separated. 

Mr.  Henry  Kaiser.  You  would  have  to  get  the  percentage.  That 
is  kind  of  a problem. 

Mr.  ( 'ox.  We  would  have  to  supply  that  for  the  record,  but  it  is  the 
Kaiser  percentage  of  $32,000,000.  You  would  have  to  do  it  com- 
parably with  this,  by  taking  each  company  in  terms  of  the  Kaiser  Co. 
interest  ijn  it.  We  can  do  it  in  about  2 minutes,  approximately. 

Mr.  McConnell.  All  right ; let’s  have  it  approximately.  W e will 
put  it  side  by  side  with  the  profits,  the  losses,  and  how  much  they 
put  in.  | 

Mr.  Cox.  A simple  answer  to  the  question  of  Representative  Mc- 
Connell is,  the  capital  investment  of  the  four  Kaiser  companies  in 
the  shipyards  that  have  been  testified  about  here  today,  proportion- 
ately, oiit  of  the  $32,000,000,  is  $19,050,000,  in  round  figures.  For 
Kaiser  Co.,  Inc.,  the  losses  on  the  steel  plant  were  $59,712,436.  If  the 
losses  are  not  accounted  for,  of  the  steel  plant,  then  as  against  the 
entire  figtire  of  $46,000,000  that  I have  testified  to,  the  $29,000,000  for 
taxes  shohld  be  subtracted,  because  they  were  not  in  fact  paid  but  had 
been  calculated  in  the  prior  figure.  So  that  if  the  losses  are  taken  into 
account  as  against  the  shipbuilding  profits,  they  are  larger  than  the 
profits. 

Mr.  McConnell.  The  losses  are  larger  than  the  profits? 

Mr.  Henry  Kaiser.  They  would. overtake  the  profits. 

Mr.  McConnell.  If  you  take  the  steel  operations  and  the  magne- 
sium operations. 

Mr.  Henry  Kaiser.  That  is  right. 

Mr.  McConnell.  I thought  you  were  going  to  tell  me  how  much 
was  put  into  this  enterprise  originally. 

Mr.  Cpx.  The  Kaiser  Co.  proportion  in  operating  capital,  of  the 
$32,000,000  put  up,  was  $19,059,000,  in  round  figures. 

Mr.  McConnell.  You  mean  you  started  in  this  whole  enterprise 
with  $191000,000? 

Mr.  Henry  Kaiser.  No.  They  added  that  as  working  capital. 

Mr.  McConnell.  A lot  of  that  was  purely  borrowed  money,  like 
from  the  RFC  or  banks? 

Mr.  Henry  Kaiser.  This  includes  capital  borrowed  from  the  banks, 
but  not  the  RFC.  It  includes  capital  stock  contributions,  and  loans 
by  stockholders,  as  well  as  commercial  bank  loans.  But  it  excludes 
all  RFCj  That  is  the  Kaiser  proportion. 
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Mr.  McConnell.  Exclusive  of  bank  loans,  exclusive  of  all  loans, 
how  much  was  put  in  ? Then  we  will  have  it  all  together. 

Mr.  Cox.  We  will  refigure  that  for  you. 

Mr.  Henry  Kaiser.  You  admit  we  have  to  have  the  loans  to  do 
business. 

Mr.  McConnell.  We  have  the  figures  with  the  loans  in.  Now  I 
would  like  how  much  you  put  in  without  borrowing;  how  much  came 
from  your  actual  ownership  originally.  - 

Mr.  Cox.  The  proportion  of  the  four  Kaiser  companies’  contribu- 
tions in  capital  to  the  four  corporations  which  were  testified  to  is,  in 
approximate  figures,  about  $2,000,000,  and  I would  like  to  just  add  one 
note.  , 

Mr.  Henry  Kaiser,  $1,97.8,000.  : ♦<<  -■  ; ; . 

Mr.  Cox.  Wo  have  calculated  these  very  quickly,  and  I think  in  the 
interest  of  accuracy,  while  they  are  substantially  correct,  they  ought  to 
be  cross-checked.  It  does  not  include  operating  capital  in  the  form 
of  bank  loans  or  RFC  loans.  , 

Mr.  McConnell.  This  is  exclusive  of  any  bank  loans  or  RFC  loans 
or  loans  of  any  description.  Would  that  be  correct?. 

: Mr.  Cox.  No.  . 

Mr.  McConnell.  There  are  loans  in  here?  . ., 

■ Mr.  Cox.  They  are  stockholders’  loans,  the  same  in  effect  as  capital 
stock.  ;r. 

Mr.  McConnell.  You  are  speaking  of  the  loans  Mr.  Kaiser  made 
to  these  companies  as  a stockholder  of  the  company?  He  took  his 
own  money  and  loaned  it  to  these  four  companies  ? 

Mr.  Cox.  That  is  right.  - 

Mr.  Henry  Kaiser.  One  thing  I cannot  give  you.  I never  have 
charged  any  overhead  of  our  home  office  to  any  of  these  companies, 
and  I cannot  give  you  what  that  cost  it.  That  is  a large  investment. 

In  addition  to  that,  we  have  some  other  losses.  We  operated  Brewster, 
for  instance,  for  7 months  without  any  fee.  We  were  offered  it.  The 
Navy  insisted  we  take  it.  We  did  not  take  it.  There  is  additional 
capital  that  went  into  this  that  is  not  accounted  for  at  all. 

Mr.  McConnell.  Coming  back  to  the  $16,000,000,  approximately, 
of  profits,  from  four  Kaiser  companies,  is  that  after  taking  into  con- 
sideration the  percentage  of  your  stock  ownership  in  these  companies  ? 

It  is  not  100-perccnt  owned. 

Mr.  Cox.  Yes. 

Mr.  McConnell.  You  are  just  taking  your  proportionate  share  in 
those  companies  ? 

Mr.  Cox.  That  is  right,  of  the  Kaiser  companies. 

Mr.  McConnell.  Those  companies  made  much  more  money  than 
would  be  indicated  by  the  $16,000,000  profit? 

Mr.  Cox.  Yes.  For  example,  to  give  you  an  illustration,  in  the  case 
of  Permanente  Metals,  in  1941  Todd  Shipbuilding  had  a 50-percent 
share,  so  that  could  hardly  be  called  a Kaiser  or  Kaiser  family  profit. 
Correction — I think  they  had  in  Permanente  35  percent,  and  in  'Oregon 

Mr.  McConnell.  In  other  words,  can  we  boil  it  down  a little  like 
this : Into  the  four  companies  the  Kaiser  family  put  approximately 
$2,000,000? 

Mr.  Cox.  That  is  right. 
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Mr.  McConnell.  The  profits  that  they  made  on  shipbuilding  totaled 
approximately  $16,000,000. 

^ Mr.  Cox.  That  is  a purely  theoretical  figure,  because  you  cannot 
spend  a loss. 

Mr.  McConnell.  I am  going  to  get  to  your  loss.  I am  trying  to 
separate  (these  things. 

I will  reiterate.  The  Kaiser  family  put  into  the  four  corporations 
approxinlately  $2,000,000. 

Mr.  Cqx.  Right. 

Mr.  McConnell.  They  made  profits  in  the  shipbuilding  end  of 
$16,000,000,  approximately. 

Mr.  Cqx.  Right. 

Mr.  McConnell.  And  they  showed  losses  of  how  much  on  the  steel 
and  magnesium  ? 

Mr.  Cojx.  They  showed  losses  on  steel  of  $59,000,000. 

Mr.  McConnell.  And  what  on  magnesium  ? 

Mr.  Henry  Kaiser.  You  want  the  Kaiser  proportionate  loss? 

The  Chairman.  The  hour  of  five  has  arrived. 

Mr.  McConnell.  I would  like  to  finish  just  this  one  part. 

Mr.  Ccjx.  The  total  loss  on  magnesium  operations  was  $28,454,000, 
of  which  jthe  Kaiser  Co.’s  share  was  approximately  $5,290,000. 

Mr.  McConnell.  In  other  words,  the  Kaiser  loss,  then,  from  mag- 
nesium operations,  was  $5,000,000,  approximately? 

Mr.  Cqx.  Yes. 

Mr.  McConnell.  All  right.  Let’s  have  the  steel. 

Mr.  Cqx.  $59,712,000. 

Mr.  McConnell.  That  is  not  Kaiser’s  share. 

Mr.  Cqx.  That  is  100-percent  owned. 

Mr.  McConnell.  Are  you  solvent,  then,  Mr.  Kaiser?  All  right; 
check  tha,t  out. 

Mr.  Cqx.  When  you  take,  the  steel  loss  into  account,  then  you  have 
to  make  0ne  adjustment,  which  I think  is  a little  complicated,  but  at 
the  samejtime  it  should  be  cleared.  That  is,  there  was  $29,000,000  of 
taxes  computed,  disregarding  the  losses,  which  is  a theoretical  calcu- 
lation. taking  the  $59,000,000  in,  that  is  the  equivalent  of  an 
$18,000,000  loss  for  Kaiser  Co.,  and  no  taxes  except  in  1941  were  paid, 
because  ijo  taxes  are  payable  in  fact  and  in  law  when  there  is  a net 
loss.  I 

Mr.  MqCoNNELL.  What  are  theoretical  losses  ? In  a practical  man- 
ner, how  do  they  affect  you  ? 

Mr.  Cqx.  This  is  a real  loss. 

Mr.  M cConnell.  I thought  you  said  it  was  a theoretical  loss. 

Mr.  Ccx.  A theoretical  tax,  not  a theoretical  loss.  You  wanted  to 
compare 'two  things.  I think  you  have  clarified  this  a great  deal. 
What  wajs  the  income  of  the  Kaiser  Co.,  for  example,  on  ships  only? 

Mr.  McConnell.  Yes. 

Mr.  Cqx.  Without  taking  steel  into  consideration,  or  magnesium. 
Now,  the  total  gross  was  $41,000,000,  and  if  you  had  disregarded 
steel  loss[,  then  you  would  have  had  to  pay  a tax  of  $29,000,000.  But 
that  is  not  in  fact  what  happened.  What  in  fact  happened  was  that 
you  had  a gross  of  $41,000,000  from  ships  and  a loss  of  $59,000,000 
on  steel,  (or  a net  loss  of  $18,000,000.  Now,  when  you  have  a net  loss 
you  do  not,  in  fact,  pay  taxes,  because  they  are  not  payable  under  law, 
so  that  ip  effect  no  taxes  have  been  paid,  except  in  Ml,  by  Kaiser  Co., 
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Inc.,  and  there  is  a claim  for  a refund  there  which  has  not  yet  been 
determined  by  the  Bureau  of  Internal  Revenue,  but  for  the  years  ’42, 

543,  ’44,  ’45,  and  ’46,  the  company  showed  a loss  in  each  of  those  years, 
and  there  were  no  taxes  payable  and  there  were  none  in  fact  paid, 
because  there  was  no  net  income. 

The  Chairman.  Is  the  question  answered? 

Mr.  McConnell.  Well,  it  is  not  entirely  answered,  Judge,  but  I 
have  enough  figures  to  work  with  over  the  next  day  or  two.  It  is 
clearer  now  than  it  was  to  me  a little  while  ago. 

Mr.  Cox.  If  we  can  help  in  any  way — — 

The  Chairman.  I would  suggest  that  you  get  together  with  counsel. 

Mr.  Cox.  It  has  been  clarified  a great  deal  already,  and  if  we  can 
get  any  other  figures  for  you,  we  will  be  glad  to  do  it. 

The  Chairman.  Gentlemen,  the  committee  stands  adjourned  until 
10  o’clock  tomorrow  morning. 

(Whereupon,  at  5 : 10  p.  m.  the  hearing  was  adjourned,  to  reconvene 
on  the  following  day,  Wednesday,  September  25, 1946,  at  10  a.  m.) 
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WEDNESDAY,  SEPTEMBER  25,  1946 

House  of  Representatives, 

Committee  on  tiie  Merchant  Marine  and  Fisheries, 

Subcommittee  To  Study  Shipyard  Profits, 

Washington,  D.  G. 

The  subcommittee  met  at  10  a.  m.,  pursuant  to  adjournment,  Hon. 
Schuyler  Otis  Bland  (chairman)  presiding. 

Present:  Representatives  Bland  (chairman),  Hand,  Keogh,  Brad- 
ley, Weichel,  Herter,  and  McConnell.  . . 

Also  present:  Marvin  S.  Coles,  general  counsel  for  the  committee; 
Nathaniel  C.  W.  Gennett,  Jr.,  associate  counsel;  Frederick  M.  Jones, 
assistant  counsel;  Reginald  S.  Losee,  chief  investigator. 

The  Chairman.  Gentlemen,  I regret  the  delay  because  of  a con- 
ference I have  been  having  in  connection  with  committee  matters  and 
otherwise. 

We  hope  that  we  may  be  able  to  finish  with  Mr.  Kaiser  as  soon  as 
possible.  We  have  a number  of  other  witnesses  who  have  come  from 
out  of  town  to  be  heard.  I want  to  give  everybody  an  opportunity  to 
be  heard,  if  I can,  before  Friday  night.  I am  compelled  to  leave  on 
the  boat  at  6 o’clock  Friday  night.  We  will  adjourn  the  hearings  at 
5 o’clock  on  Friday. 

It  is  possible  that  the  hearings  will  be  resumed  later,  but  I doubt 
that  further  inquiry  or  hearings  will  be  resumed  until  after  the  elec- 
tion, because  many  of  the  members  of  the  committee  have  opposi- 
tion. I have  opposition  myself.  Whether  it  be  formidable  or  not  I do 
not  know.  They  want  to  conduct  their  campaigns,  and  I want  to 
give  them  an  opportunity  to  conduct  their  campaigns,  the  Republi- 
cans as  well  as  the  Democrats.  I think  there  is  probably  less  oppo- 
sition to  the  Democrats  than  some  of  the  others. 

But  what  I am  anxious  to  do  is,  by  the  best  method  possible — and 
if  I am  not  following  it  I hope  that  the  members  of  the  committee  may 
feel  free  to  make  their  suggestions  to  me,  because  Heaven  knows  that. 
I desire  to  get  all  of  the  facts  fully— to  get  the  facts  and  nothing  but 
the  facts,  so  that  we  may  prepare  aAeport,  if  possible,  at  this  Congress. 
If  it  is  not  possible,  why,  then,  it  is  in  the  lap  of  the  gods  as  to  what 
the  Congress  chooses  to  do.  This  committee  has  a responsibility,  and 
I am  trying  to  discharge  that  responsibility.  It  is  no  more  pleasure  to 
me  than  it  is  to  many  of  you  gentlemen  to  be  Here  at  this  time,  rather 
than  resting  for  the  next  session  of  Congress. 

Mr.  Keogh.  May  I inquire  of  you  as  to  the  probable  order  of  wit- 
nesses following  the  present  one  ? 

The  Chairman.  I will  have  to  ask  you  to  refer  to  Mr.  Coles,  counsel, 
on  that. 

160 
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Mr.  Coles.  We  had  intended  to  take  all  of  the  companies  related 
to  the  Kaiser  group  next,  which  would  be  California  Shipbuilding, 
Walsh-Kaiser,  and  then  Marinship,  which  is  very  indirectly  related, 
as  will  be  shown.  However,  we  have  certain  commitments  to  people 
who  have  come  from  a great  distance  to  get  them  off  the  stand  today 
so  they  can  return.  They  have  plane  reservations,  so  I think  we  will 
take  California  Shipbuilding,  Marinship,  and  J.  A.  Jones  Co.,  and 
the  Todd  people,  and  then  run  down  the  list. 

Mr.  Keogh.  Today? 

Mr.  Coles.  I have  hopes. 

The  Chairman.  We  have  started  holding  from  10  to  5.  If  neces- 
sary, I will  hold  later,  but  I do  not  feel  like  punishing  the  members 
of  the  committee  by  going  on  later  than  5 o’clock,  or  punishing  the 
representatives  of  the  press  who  are  here.  I am  trying  to  work  this 
to  the  kjest  advantage  of  all  of  us.  I know  that  we  cannot  complete 
now,  but  as  much  of  the  information  as  is  brought  out  in  hearings 
such  as  this  will  form  the  basis  of  further  study  by  counsel  and  those 
who  are  conducting  the  investigation,  trying  to  learn  what  the  facts 
are. 

When  we  concluded  our  hearings  yesterday,  Mr.  Herter  and  Mr. 
McConnell  had  asked  to  be  recognized  in  the  time  that  belonged  to 
Mr.  Weichel,  and  Mr.  Weichel  had  not  finished  his  cross-examination. 
He  now  resumes  his  cross-examination. 

. However,  Mr.  Kaiser  was  about  to  make  a remark,  and  I will  give 
him  an  Jopportunity  to  make  that  remark  or  to  ask  me  a question,  at 
least. 

TESTIMONY  0E  HENRY  J.  KAISER— Resumed 

Mr.  Henry  Kaiser.  In  order  to  comply  with  your  wishes  and 
• shorten jthe  time,  I will  arrange  to  have  our  counsel,  Mr.  Cox,  answer 
the  vari;ous  questions  that  your  counsel  has  asked  in  writing,  so  that 
he  will  get  them. 

The  Chairman.  So  far  as  he  can,  and  the  committee  desires  them 
to  be  answered  personally,  we  will  try  to  do  it,  and  those  that  have 
been  postponed  we  would  ask  to  be  submitted  in  writing,  because  it 
will  undoubtedly  be  necessary  for  the  committee  to  hold  further  hear- 
ings in  November. 

Mr.  Weichel,  you  have  the  witness. 

Mr.  Weichel.  Yesterday,  Mr.  Kaiser,  with  reference  to  Oregon 
Ship  and  Permanente  Metals,  with  reference  to  their  formation,  you 
said  thajt  10  corporations — and  you  named  them — were  the  ones  who 
had  the  idea  to  form  Oregon  Shipbuilding,  and  that  they  put  in  the 
original:  money.  Is  that  true  with  reference  to  Walsh-Kaiser  Co 
Inc.? 

Mr.  Henry  Kaiser.  No  ; that  is  different. 

Mr.  Weichel.  Were  these  10  corporations  in  that? 

Mr.  Henry'  Kaiser.  No. 

Mr.  Weichel.  With  reference  to  the  Walsh-Kaiser  Corp.,  is  that 
the  one  jthat  took  over  the  shipyard  at  Providence,  R.  I.,  after  the 
Maritimje  Commission  threw  out  the  Rheem  Manufacturing  Co.— 
and  I mean  threw  them  out? 

Mr.  Henry  Kaiser.  That  is  right. 

Mr.  Weichel.  What  was  the  name  of  that?  Was  it  called  the 
Providence  yard  ? 

I 
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Mr.  Henry  Kaiser.  It  is  all  right  to  call  it  that. 

Mr  W eichetj.  Kheem  Manufacturing  Co.  contracted  to  build  a yard, 
and  had  a contract  for  some  ships.  Tftev  got  half  way  through  with 
one  ship  and  probably  finished  one  and  then  were  asked  to  leave,  ana 
you  were  put  in  charge? 

Mr.  Henry  Kaiser.  That  is  right. 

Mr.  Weichel.  What  did  you  do  when  you  came  into  that  picture 

at  Providence?  .,  , ' 

Mr.  Henry  Kaiser.  Admiral  Vickery  called  me,  and  he  said  that 
the  yard  was  in  terrible  condition,  and  that  the  Liberty  ship  had 
cost  10  times  what  our  ship  had  cost,  roughly,  or  what  our  ships  were 
costing,  and  asked  if  I would  be  willing  to  take  over  and  take  them 
out  of  the  mud  and  get  some  ships  out,  and  I said : 

•Well,  I am  perfectly  willing  to  do  anything,  Admiral,  that  you  want  done 
That  is  going  to  certainly  put  an  awful  load  on  us,  to  try  to  do  that,  and  I would 
have  to  get  some  assistance  from  some  of  the  organizations  that.  I have  been 
working  with,  and  I know  an  organization,  the  Walsh  organization  in  New  York, 
which  Is  a very  competent  organization,  which  has  done  a large  amount  of  con- 
struction work,  and  there  was  a tremendous  amount  of  reconstruction  in  the  yard, 
based  upon  what  you  say,  and  I would  have  to  have  our  man  make  a study, 
together  with  Walsh,  and  make  a report  to  you  of  the  cost  to  put  that  yard  in 
condition  so  It  could  produce  ships  fast  and  cheap— 

W*We  theifmade  a report  to  the  Maritime  Commission  and  told  them 
what  that  yard  would  cost  if  they  wanted  to  produce  ships  fast  and 
cheap,  and  the  Maritime  Commission,  I think,  considered  that  for 
2 or  3 weeks,  and  called  us  in.  They  said,  “This  is  a lot  of  money. 

We  said,  “Don’t  spend  it  if  you  don’t  think  you  want  the  ships, 
because  this  is  a real  problem  for  us.  In  the  first  place,  Mr.  Walsh 
will  have  to  take  his  organization  away  from  a lot  of  important  work 
he  is  doing,  and  we  will  give  him  a few  of  our  keymen  to  help  him 
until  he  gets  started.  That  is  about  all  we  can  do.  And  we  have 
one  other  concern  here  that  is  willing  to  go  along  and  provide  what- 
ever key  personnel  is  necessary  to  try  to  do  the  job'  ; but  further 
than  that,  that  is  how  we  started  in  that  yard.  _ _ 

Mr.  Weichel.  You  just  provided  some  key  personnel  for  Walsh  ? 

Mr.  Henry  Kaiser.  Kaiser  provided  some  key  personnel.  It  was 
largely  a Walsh  organization. 

Mr.'  Weiciiel.  Then,  was  Walsh  and  Kaiser  in  on  a 50-50  basis 
on  that? 

Mr.  Henry  Kaiser.  I have  the  percentage  here. 

Mr.  Weiciiel.  I mean,  was  that  you  personally  ? 

Mr.  Henry  Kaiser.  My  employees  were  in  on  10  percent  of  it. 

Mr.  Weiciiel.  Which  employees,  those  in  California? 

Mr.  Henry  Kaiser.  Yes.  Henry  J.  Kaiser  had  20  percent  of  it, 
and  Kaiser  Engineers,  who  did  a lot  of  the  engineering  work — and 
they  are  mostly  employees — had  10  percent,  and  the  Walsh  Construc- 
tion haiOO  percent,  and  Morrison-Knudsen,  who  do  a lot  of  water 
work,  and  this  was  a very  serious  water  job,  had  20  percent. 

Mr.  Weichel.  Walsh  had  50,  and  the  rest  was  divided  up  among 
the  Kaiser  group.  Walsh  had  50  percent,  and  the  rest  was  divided 
up  among  your  men. 

Mr.  Henry  Kaiser.  No;  Morrison-Knudsen  is  not  our  group. 

Mr.  Weiciiel.  Was  he  one  of  those  10  corporations? 

Mr.  Henry  Kaiser.  Yes ; he  was  one  of  the  10. 
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Mr.  Weichel.  One  of  the  10  that  were  in  all  the  other  set-ups  ? 

'Mr.  Henry  Kaiser.  That  is  right. 

Mr.  WpiCHEt.  In  view  of  the  fact  that  the  claim  against  Rheem 
Was  that  |the  yard  was  costing  too  much,  and  when  Rheem  was  before 
this  comnjiittee  he  said  one  of  the  reasons  they  told  him  that  he  had  to 
give  up  the  yard  was  that  it  was  costing  too  much  for  the  construction 
of  the  ya|rd.  Did  you  not  spend  additional  money  for  the  construc- 
tion of  thp  yard  ? 

' Mr.  Henry  Kaiser.  Oh,  a great  deal  more— millions. 

Mr.  Wuciiel.  So  that  the  reason  given  to  Rheem  for  taking  him 
Out,  that  he  spent  too  much  for  the  construction  of  the  yard,  was  not 
the  reason,  if  that  is  what  they  told  him  ? 

Mr.  HeJnry  Kaiser.  The  reason  I was  given  was  that  the  first  ship — 
I think  the  records  will  show  that  the  first  ship  cost  them  3,000,000 
man-houis — was  too  costly.  Now,  the  average  cost  of  the  first  ship 
Was  anywhere  from  800,000  to  1,000,000  man-hours.  That  is  the 
average. 

Mr.  WpiGHEL.  You  mean  the  first  ship  cost  3,000,000  man-hours  ? 

, Mr.  Henry  Kaiser.  The  first  ship  of  Rheem’s. 

Mr.  Weiciiel.  And  the  first  ship  made  by  anybody  else? 

Mr.  HejNry  Kaiser.  Our  first  Liberty  ship  cost  800,000  man-hours. 
Some  of  purs  cost  a million.  It  depends  on  circumstances.  There 
was  nothing  like  3,000,000. 

; Mr.  Weighed.  In  reference  to.  the  cost  of  yards  and  the  cost  of 
ships,  we  have  had  testimony  here- 

' .Mr.  Henry  Kaiser  (interposing).  In  perfect  fairness  to  Rheem,  I 
wajit  to  say -I  don’t  know  whether  it  was  due  to  the  condition  of  the 
yard  that  that  first  ship  cost  that  much  or  not.  I only  know  that  it 
was  no  job  that  was  attractive  to  us.  I think  you  ought  to  let  me  say, 
this  time,  that  all  of  these  various  yards  that  were  built  in  different 
places  were  built  with  these  groups  when,  they  came  to  us  and  begged 
us  to  do  them.  They  had  no  other  place  to  go,  the  same  as  the 
British.  The  British  came  over  and  spent  4 months  and  could  not  find 
a shipyard  to  do  their  work.  Then  they  came  to  us  as  construction 
men  and  pegged  us  to  do  this  work,  because  of  the  fact  that  we  had 
the  background  of  experience. 

I think  jh  should  be  shown,  and  you  should  recognize  yourself,  Rep- 
resentative Weichel,  that  we  did  do  the  work  cheaper  than  anyone 
on  the  average  over  all  the  others,  and  at  a lower  cost,  and  did  save 
the  countijy  $250,000,000,  and  when  you  recognize  that,  had  you  been 
in  charge; I am  satisfied  that  you  would  have  done  the  same  thing. 
You  wouljl  have  tried  to  save  the  $250,000,000  for  the  United  States, 
and  that  is  something  that  you  should  consider. 

When  you  are  talking  about  pure  investment,  God,  if  a man  is  going 
to  save  me  $250,000,000,  I don’t  care  whether  he  has  a dollar  invested 
or  not.  - 


Mr.  Weichel.  You  reeognize  profit  on  the  basis  of  investment. 
That  is  fundamental,  and  that  is  how  you  pay  taxes,  based  on  what 
you  have  invested,  and  the  cost,  and  what  you  receive  is  profit.  You 
base  that  on  cost  and  you  do  not  base  it  on  the  percentage  of  what 
you  made.  In  all  your  statements  you  say,  “Well,  it  cost  1.3  percent 
of  all  the  money  that  was  spent.”  That  is  not  based  on  cost.  You  do 
not  base  p rofit  that  way. 
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Mr.  Henry  Kaiser.  If  a man  came  to  you  and  said,  “I  have  a dollar, 
and  I will  save  you  $250,000,000,”  and  another  came  and  said,  “I  have 
$10,000,000  and  I will  cost  you  $200,000,000,”  which  would  you  take 
for  the  Government  ? 

Mr.  Weiciiel.  This  is  in  time  of  emergency  and  time  of  stress,  when 
men  had  to  go  into  the  armed  forces,  and  on  the  same  kind  of  basis  I 
do  not  think  that  anybody  should  say  that  he  did  not  make  any  profit 
and  that  he  bases  his  profit  on  a percent  of  what  was  spent,  rather 
than  on  what  it  cost  and  what  his  investment  was. 

Mr.  Henry  Kaiser.  Of  course,  you  know  the  whole  war  was,  con- 
ducted on  that  basis.  Every"  one  of  the  departments  conducted  it,  on  a 
percentage  basis. 

Mi'.  Weiciiel.  That  does  not  necessarily  make  it  right. 

Mr.  Henry  Kaiser.  I am  wholly  in  accord.  , If  you  want  to  recon- 
struct the  method  and  put  everybody  in  soup  kitchens  at  the  . next 
war  so  that  no  one  makes  a dime,  I am  wholly  in  accord  if  Congress 
wants  to  adopt  that  policy.  Now,  unfortunately,  I do  not  know  of 
any  other  country  that  has  ever  won  a war  on  any  other  policy  but 
the  profit  system  and  the  incentive  system,  and  even  Russia  finally 
subscribed  to  that  system.  I do  not  know  of  any  other  system.  But. 
if  Congress  can  find  a system  of  soup  kitchens  that  will  take  care  of 
all  of  us 

Mr.  Weiciiel  (interposing).  I do  not  believe  -we  go  into  war  to 
make  profits  for  manufacturers.  We  wTent  in  there  to  defend  ourselves. 

Mr.  Henry  Kaiser.  I do  not  believe  that  either,  and  the  fun  I am 
having  now  is  after  the  war,  getting  started  again,  getting  our  people 
back  to  work.  I agree  with  you  100  percent,  and  if  you  can  find  some 
way  to  stop  war,  and  if  you  think  it  is  the  soup  kitchens  that  will  do  it, 

I will  be  for  it,  too,  if  you  can  prove  that  by  history. 

Mr.  Weiciiel.  With  reference  to  Kaiser  Corp.,  Inc.,  were  the  10 
corporations  you  mentioned  yesterday  in  on  the  formation  of  that 
company  ? 

Mr.  Henry  Kaiser.  Kaiser  Co.,  Inc.  ? 

Mr.  Weichel.  Kaiser  Cargo. 

^Mr.  Henry  Kaiser.  Oh,  Kaiser  Cargo.  No.  There  was  only  the 
Kaiser  Co.,  Kaiser  Engineers,  and  Henry  J.  Kaiser,  Morrison-Knud- 
sen,  and  J.  F.  Shea.  In  that  case  I bought  out  an  existing  plant. 

Mr.  Weiciiel,  They  are  part  of  that  same  original  10? 

Mr.  Henry  Kaiser.  Yes ; that  is  right. 

Mr.  Weiciiel.  And  the  rest  of  it  is  the  Kaiser  family  or  yourself, 
personally? 

Mr.  Henry  Katser.  Yes ; but  this  is  one  in  which  I bought  out  an 
existing  plant  that  had  been  in  existence  for  10  years,  and  again  was 
not  producing  in  accordance  with  the  desires  of  the  Government.  I 
bought  it  out.  We  bought  it  out  with  our  own  capital,  and  then  we 
turned  over  to  it  additional  work  that  the  Maritime  wanted  us  to  do. 

Mr.  Weiciiel.  The  Kaiser  Cargo,  Inc.,  operated  a plant  of  its  own? 

Mr.  Henry  Kaiser.  It  operated  a plant  of  its  own  and  another 
plant. 

Mr.  Weiciiel.  And  it  operated  a Government  facility? 

Mr.  Henry'  Kaiser.  That  is  right — and  a Government  facility. 

Mr.  Weiciiel.  That  cost  some  $1,300,000? 

93486—46 12 
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Mr.  Henry  Kaiser.  That  is  right.  It  is  the  cheapest  shipyard  that 

was  ever  built.  . 

Mr.  Weichel.  Out  of  that  facility  that  company  was  paid  $1,340,- 
000  as  a fee,  according  to  the  Maritime  Commission,  in  this  exhibit  1? 

Mr.  HeNry  Kaiser.  I do  not  know. 

Mr.  Weichel.  With  reference  to  the  Kaiser  Co.,  Inc.,  were  the  10 
corporations  in  on  the  formation  of  that? 

Mr.  Henry  Kaiser.  No;  just  myself. 

Mr.  Weichel.  Kaiser  Co.,  Inc.,  is  just  yourself  ? 

Mr.  Henry  Kaiser.  Henry  J.  Kaiser  Co.,  the  family. 

Mr.  Weichel.  On  this  list  it  is  called  “Kaiser  Co.,  Inc.”  What  is 
the  name  of  that  one?  ,, 

Mr.  HeiJiry  Kaiser.  That  is  the  name,  but  the  stock  of  it  is  owned  by 

the  Henry  J.  Kaiser  Co.  . 

Mr.  Weichel.  That  is  the  family? 

Mr.  Henry  Kaiser.  Yes;  that  is  right. 

Now,  do  you  want  to  know  why  that  was  formed? 

Mr.  WkiCHEL.  Now,  with  reference  to  the  California  Shipbuilding 
Corp.,  how  many  of  the  10  corporations  that  you  mentioned  before 

were  in  oh  that  ? . , , , , „ . . 

Mr.  HeNry  Kaiser.  I would  appreciate  it  if  you  would  ask  the  Cali- 
fornia Shipbuilding  Corp. 

Mr.  WkiCHEL.  I am  asking  you. 

Mr.  HeNry  Kaiser.  I do  not  have  that  information.  1 do  not  have 
that  information  here,  and  the  president  of  the  company  is  here. 

Mr.  Weichel.  Were  any  of  the  10  companies  that  you  are  interested 

in  in  on  the  formation  of  this? 

Mr.  Henry  Kaiser.  I can  get  the  information  over  here. 

Mr.  WhicHEL.  No;  with  reference  to  yourself. 

Mr.  IIEnry  Kaiser.  Were  they  interested  in  my  interest? 

Mr.  Weichel.  With  reference  to  you.  -What  part  did  you  have  m 
the  formation  of  it,  you  and  the  various  companies  or  corporations 
in  which  you  were  interested  ? ...... 

Mr.  Henry  Kaiser.  I subscribed  to  my  proportion  of  the  stock. 
Here  is  a record  that  shows  it.  . 

Mr.  Weichel.  Hid  you  participate  in  the  formation  of  the  com- 
pany, as  you  did  with  reference  to  these  other  companies? 

Mr.  Henry  Kaiser.  You  could  say  “Yes,”  and  you  could  say  “No.” 

I think  they  feel  that  they  did  it.  I think  you  should  give  them  that 
credit.  I think  they  did  do  it.  I think  they  did  a magnificent  job 
in  the  production  of  ships. 

Mr.  Weichel.  With  reference  to  these  10  corporations 

Mr.  Henry  Kaiser.  I do  not  suppose  I was  in  the  yard  over  two  or 

three  times  in  my  life.  . . 

Mr.  Weichel.  With  reference  to  the  10  corporations  that  you  have 
mentioned,  who  put  in  some  money  covering  the  formation  of  five  of 
these  companies  f Hid  any  of  those  10,  or  affiliates  or  subsidiaries  or 
groups  controlled  by  these  same  people,  have  anything  to  do  with 
building  [any  of  the  yards?  Hid  they  receive  any  money  for  doing 
any  work  or  providing  any  material  for  any  of  the  yards  that  these  six 
companies  operated,  these  Government-owned  yards? 

Mr.  Henry  Kaiser.  I do  not  know.  That  is  5 years.  I think  the 
records  if  ill  show  that.  I think  it  is  comparatively  small.  It  is  a 
fraction  of  the  volume  of  work,  if  they  did  any. 
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Mr.  Weichel.  To  your  knowledge,  did  the  stockholders  of  any  of 
these  10  corporations  you  mentioned,  or  their  affiliates  or  subsidiaries, 
or  any  of  those  receive  any  money  with  1’eference  to  the  building  of 
any  of  these  yards  for  service  work,  material,  or  anything  else,  of 
any  kind  or  description,  on  the  yards  ? 

Mr.  Henry  Kaiser.  I think  it  is  a fraction  if  they  did.  The  rec- 
ords will  show  that.  It  has  all  been  approved  by  the  Maritime  Com- 
mission and  accepted  by  them.  They  were  all  competitive  bids,  in 
the  majority  of  cases,  and  anywhere  you  could  get  anything  done  you 
did  in  the  war. 

The  sad  thing  about  this  is  that  we  are  forgetting  that  we  had  to 
win  a war.  We  are  forgetting  what  was  necessary.  We  are  forget- 
ting the  dead  man  who  was  practically  crucified  in  the  winning  of  this 
Avar,  Admiral  Vickery.  We  are  forgetting  his  efforts  and  what  he  did, 
and  how  ho  worked  to  get  these  ships  built.  He  made  a lot  of  mis- 
takes that  you  have  not  even  brought  up,  not  in  connection  with  us. 

But  he  made  the  greatest  success,  and  he  will  go  down  in  history. 

But  he  will  be  crucified,  I guess.  He  was. 

Mr.  Weichel.  Now,  with  reference  to  these  10  corporations  that 
you  mentioned,  that  put  in  some  money  and  formed  these  five  cor- 
porations that  operated  these  Government  yards,  and  which  with 
California  Shipbuilding  received  some  $190,000,000  in  fees  without 
those  companies  having  any  investment  whatsoever  in  the  yards,  you 
testified  yesterday  that  they  were  companies  that  were  engaged  in 
the  general  construction  business,  with  the  exception  of  Todd  Ship- 
yard and  a man  by  the  name  of  Shea,  who  built  several  ships  during 
World  War  I. 

With  reference  to  Todd,  you  set  forth  a percentage  of  around  50 
percent.  That  was  for  the  Todd  Shipyard  experience  in  building 
ships  ? 

Mr.  Henry  Kaiser.  No.  I think  I should  explain  these  percent- 
ages to  you  this  way.  This  is  customary  over  the  past  30  years  in 
my  experience.  We  have  built  work  in  Cuba,  wo  have  built  work 
everywhere,  on  the  basis  of  any  1 of  20  or  30  associates  that  I have, 
that  have  gone  into  projects  on  the  basis  of  the  percentage  of  risk 
and  money  they  wanted  to  take  in  it.  There  is  not  one  of  them  that 
would  have  gone  into  any  one  of  these  projects  if  they  thought  they 
were  going  to  take  bank  loans,  for  instance,  that  they  could  not  pay 
back.  They  hai^e  gone  in  on  a percentage. 

Now,  Todd  wanted  50  percent.  That  was  the  reason  he  got  50 
percent.  He  wanted  it. 

Mr.  Weichel.  They  were  the  people  who  had  some  experience  in 
building  ships,  were  they  not  ? 

Mr.  Henry  Kaiser,  i es ; they  did  have. 

Mr.  Weichel.  The  rest  of  them  did  not  have  any  experience  in 
building  ships. 

Mr.  Henry  Kaiser.  I gave  testimony  here  yesterday  that  they  did. 

You  do  not  want  me  to  repeat  that,  do  you  ? 

Mr.  Weiciiel.  They  had  2 years’  experience,  and  Shea  built  some 
in  World  War  T. 

Mr.  Henry  Kaiser.  I ivould  like  to  rely  on  the  testimony  I gave 
yesterday. 

Mr.  Weichel.  Can  you  not  give  it  again  today  ? 

Mr.  Henry  Kaiser.  Yes ; if  you  want  me  to  repeat  it. 
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Mr.  Weiciied.  Todd  was  50  percent.  They  were  the  people  who 
had  some  rpal  ship  experience,  were  they  not? 

Mr.  II entry  Kaiser.  They,  and  the  General  Construction,  and  J.  F. 

Shea.  J.  It.  Shea  was  in  the  former  World  War  on  a long-time  basis. 

Mr.  WEijcnEL.'He  built  a few  ships  during  World  War  I? 

Mr.  Henry  Kaiser.  You  say  a few.  He  built  quite  a,  percentage 
with  Tuohey.  J.  F.  Shea  was  with  both  Skinner  & Eadie,  and  they 
had  a great  reputation  in  the  former  war,  and  with  Tuohey.  Now, 
you  can  get!  Tuohey  here  and  he  will  tell  you  the  exact  number  of  boats 
he  built,  a|nd  exactly  his  experience.  Unfortunately  Charlie  Shea 
is  dead.  ; 

Mr.  Weighed.  Did  the  Todd  people  have  more  than  Shea,  or  less? 

Mr.  Henry  Kaiser.  I question  that,  in  shipbuilding.  Todd’s  ex- 
perience  wjas  in  the  former  war,  also  in  shipbuilding. 

Mr.  Weighed.  Did  they  build  them  all  through,  from  then  down  to 
this  war?  j ••  f 

. Mr.  Henry  Kaiser.  No.  They  went  into  the  ship  repair  business. 

Mr.  Weighed.  They  went  into  the  ship  repair  business? 

Mr.  HetIry  Kaiser.  Yes.  I don’t  know  of  any  ships  they  built 
throughout  between  the  wars.  I think  they  felt  they  had  had  an  un- 
fortunate experience.  I think  that  is  one  of  the  reasons  it  was  so  hard 
for  Admiral  Land  to  hook  them. 

Mr.  Weigher.  Todd  had  the  biggest  percent  in  these  companies, 

50  percent  s 

Mr.  Henry  Kaiser.  Yes ; that  is  right — in  these  companies. 

Mr.  Weighed.  His  experience  was  considerable,  yon  said,  but  that 
experience  did  not  go  along  up  to  now  in  the  companies  at  all. 

Mr.  HenRy  Kaiser.  Well,  the  companies  divided  at  that  time.  I am 
glad  you  brought  this  question  up  and  I am  sorry  you  did,  but  you 
are  asking  ;what  experience  was  worth. 

Mr.  WeIciied.  Well,  you  got  their  experience.  They  were  out  of 
business  in  1942  anti  ’43  and  ’44  and  ’45. 

Mr.  Henry  Kaiser.  JNo,  no. 

Mr.  Wei :;n me.  You  bought  them  out  when — in  ’42,-  did  you  not? 

Mr.  Henry  Kaiser.  But.  they  were  not  out  of  business.  Just  a 
moment. 

Mr.  Weighed.  You  bought  out  their  interest  in  these  companies? 

Mr.  Henry  Kaiser.  In  those  yards,  and  we  sold  our  interest  in  other 
yards  that  we  had  with  them. 

Mr.  Weighed.  But  you  say  you  bought  them  out  in  these  particular 
ones  that  we  are  all  talking  about  here  in  1942? 

Mr.  Henry  Kaiser.  That  is  right. 

Mr.  Weighed.  So  that  in  ’42,  ’43,  ’44,  and  ’45  their  experience  was 
not  in  these  companies  at  all. 

Mr.  HENfRY  Kaiser.  That  is  right. 

Mr.  Weighed.  On  which  these  great  fees  were  received. 

Mr.  Henry  Kaiser.  That  is  right. 

Now,  the  results  were  these.  After  that,  Todd  went  alone 'and  we 
went  alone.  The  records  will  show  the  experience  of  the  two  com- 
panies, and  which  saved  the  Government  the  most  money,  and  it  might 
be  well  for  you  to  look  that  up,  and  that  will  answer  your  question, 
because  oup  costs  were  very  much  lower  than  those  costs  in  the  yards 
that  Todd  took  over.  I am  glad  you  brought  up  the  point,  but  I ain 
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sorry  to  be  able  to  constantly  say  we  saved  so  much  money,  and  that 
investment  lias  nothing  to  do  with  it,  but  that  proves  again  that  in- 
vestment is  not  the  criterion  which  makes  the  money  for  the  Govern- 
ment. 

Mr.  Weiciiel.  Investment  has  nothing  to  do  with  the  profits  you 
get.  Is  that  the  way  you  state  it  ? 

Mr.  Henry  Kaiser.  Absolutely.  Investment  is  not  the  criterion. 
It  is  what  you  save,  how  you  reduce  the  cost.  The  people  are  inter- 
ested ip  how  little  it  costs  them,  not  in  how  much  it  costs  them. 

Mr.  Weighed.  The  public  are  not  interested  in  how  much?  They 

are  not  interested. in  $190, 000, 000-some  that  you  got? 

Mr.  Henry  Kaiser.  I have  just  said  this  to  you  again,  that  for 
the  public,  as  a Representative,  if  you  can  save  them  money  you 
should.  ^ J J 

$190^000^00^1^^'  y01*  should  not  have  to  give  away  some 

Mr.  Henry  Kaiser.  If  you  had  a balance  in  their  favor  you  mi  ght 
Mr.  Weichel.  Not  to  that  tune. 

Mr.  Henry  Kaiser.  Well,  if  you  do  not  want  to  save  them  that 
money,  that  is  another  story. 

Mr.  Weichel.  In  other  words,  your  idea  of  saving  them  money 
is  to  give  it  away  ? 

Mr.  Henry  Kaiser.  You  would  soak  the  public  rather  than  eivQ 
them  money  ? 

. The  Chairman.  I do  not  think  that  the  committee  will  be  interested 
in  the  respective  philosophy  of  the  witness  and  the  gentleman.  It  is 
tacts  we  are  after  now. 

Mr.  Weichel.  With  reference  to  the  Richmond  yard  No.  3,  it  has 
been  rumored,  and  someone  has  asked  me  with  reference  to  it,  so  I 
ask  you  do  you  know  anything  of  the  burial  of  hundreds  of  thou- 
sancte  oi  dollars  worth  of  material  in  the  Richmond  yard  with  con- 

C1  at  t7ld  you  ever  hear  of  that  stoi7 ? Did  you  ever  hear  of  it? 

Mr.  Henry  Kaiser,  I never  heard  of  any  burial  of  material.  I 
have  never  heard  of  it  being  buried,  but  there  is  a story  about  ware- 
houses  being  filled  with  material,  if  that  is  what  you  are  thinking  of. 

Mr.  Weichel.  I am  talking  with  references  to  the  Richmond  yard, 
there  is  a story  that  it  wa,4  buried  in  the  ground  and  covered  up. 
i ou  never  heard  of  anything  like  that  ? 

{Jr.  Henry  Kaiser.  No;  I certainly  did  not. 

Mr.  Weichel.  That  is  was  put  down  there  and  covered  with  con- 
crete. Did  you  ever  hear  that  ? 

Mr.  Henry  Kaiser.  No;  and  I think  the  Maritime  Commission 
ought  to  be  asked  about  that.  They  had  200  men  there  all  the  time 
watching  that,  and  if  they  did  not  report  that  material  was  being 
buried  and  concrete  put  on  top  of  it,  something  should  be  done  about 


Mr.  Weichel.  Some  people  would  like  to  know,  and  I asked  you  if 
you  knew  anything  about  it.  You  never  heard  of  it* 

Mr.  Henry  Kaiser.  I never  heard  of  it, 

Mr.  Weichel.  So  if  any  engineer  employed  at  Richmond  plant  No. 
3 makes  t fiat  statement,  it  is  untrue?  I mean,  you  never  heard  of  it? 

i i‘  Kaiser.  I have  never  heard  of  any  such  thing,  and  I 

could  not  believe  it  could  be  true.  s 
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Mr.  Weichel.  If  any  engineer  at  the  plant  who  worked  at  the  plant 

has  made  those  statements,  it  is  untrue?  , . , ,,  ... 

Mr.  Henry  Kaiser.  I would  think  so.  I think  the  Maritime  Com- 
mission would  immediately  expose  it. 

Mr.  Weigher.  I am  not  so  sure  they  would  know.  . 

Mr  HeNry  Kaiser.  They  had  200  men  there.  There  was  not  just 
one.  They  had  a series  of  constant  inspections  and  investigations. 

The  Chairman.  I think  that  has  all  been  gone  into  very  fully. 

Mr  Weichel.  In  March  1944  there  were  some  hearings  betpre  this 
committee  with  reference  to  the  matter  now  under  consideration,  and 
at  that  time  committee  Document  No.  57  showed  that  there  was  $228,- 
000,000  paid  to  the  19  ship  contractors,  among  which  your  companies 
were  named  as  in  this  exhibit,  which  now  shows  that  $3o6,000,000  in 
fees  was  mid.  There  was  a hundred  and  some  million  paid  since  the 
time  of  that  testimony.  The  same  companies  are  in  this  exhibit  1 and 
also  in  this  exhibit  2,  or  whatever  number  they  gave  it,  which  is  com- 
mittee Document  57.  This  shows  the  same  companies,  including  t e 
six  in  which  it  is  claimed  that  you  have  an  interest. 

With  reference  to  the  fees  that  were  received  by  your  company  tor 
the  operations  of  the  California  Shipbuilding  Co.,  in  which  you  say 
you  have  fern  interest,  and  Kaiser  Co.,  Inc.,  operating  the  Portland 
vard,  Kichmond  yard  No.  3,  the  Vancouver  yard,  Kaiser  Cargo,  Inc., 
Oregon  Shipbuilding  Corp.,  Permanente  Metals,  andWalsh-Kaiseror 
whatever  its  name  was  at  that  time,  Admiral  Land  testified  that  the 
column  with  reference  to  capital  investment  of  the  contractor  did  not 
mean  that  the  contractor  had  any  investment  whatsoever  m the 
Government  yards,  the  yards  that  we  are  talking  about  in  this  investi- 
gation. He  said  that  the  land  was  paid  for  by  the  Government,  the 
buildings  were  erected  by  the  Government,  the  machinery  was  in- 
stalled and  paid  for  by  the  Government ; all  labor  m building  ships  was 
paid  for  fry  the  Government;  all  material  was  paid  for  by  the  Govern- 
ment, and'  the  complete  operation  at  the  Government  plant  was  paid 
for  up  to  $25,000  per  person,  and  he  said  that  the  fees  were  paid  to  the 
various  ship  contractors,  the  19  in  this  group  including  your  com- 
panies, without  their  having  any  investment  whatsoever  in  these  Gov- 
ernment yards,  and  that  the  payment  was  made  not  on  the  basis  of  any 
investment  whatsoever,  so  that  the  fees  that  were  so  paid  at  that  time, 
$254,000,000,  and  $356,000,000  now,  would  be  profit  without  any  in- 
vestment in  the  yards  on  the  part  of  the  ship  contractors.  That  is  what 
Admiral  Land  testified  to  at  that  time.  The  only  difference  now  is  m 
the  amount. 

Would  you  say  that  that  is  correct?  , . 

Mr.  Henry  Kaiser.  No;  it  is  not  correct,  but,  I do  not  want  to 
comment  on  his  testimony.  You  have  all  the  information  here  m 
great  detail.  I think  you  can  refer  to  that. 

The  Chairman.  Would  Mr.  Weichel  give  me  the  page  number  of 

' wntcuEi,.  It  is  in  the  hearings  entitled  “Shipyard  Profits”  and 
it  is  on  pages  32  and  33,  especially,  and  all  through  the  hearings  where 

the  admiral  testified.  j, 

Mr.  HEnry  Kaiser.  My  answer  to  that  is  m 160  pages  or  more  of 

information,  and  we  are  going  to  furnish  more. 
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Mr.  Weichel.  I am  just  talking  with  reference  to  what  the  admiral 
said,  that  he  paid  that  money  without  any  investment  by  these  ship 
contractors  at  all  in  the  particular  yards. 

Mr.  Henry  Kaiser.  Well,  we  told  you  yesterday  we  owned  100 
acres  of  land.  Probably  the  admiral  was  not  thinking  of  that. 

I do  not  want  to  criticize  the  admiral. 

Mr.  Weichel.  That  100  acres  does  not  bear  much  relationship  to 
this  $356,000,000. 

Mr.  Henry  Kaiser.  I do  not  want  to  criticize  his  testimony.  I 
do  not  want  to  say  he  was  talking  in  general.  I want  to  say  we 
have  the  records  here,  and  you  can  get  the  information  from  the 
records. 

Mr.  Weiciiel.  I presume  that  this  is  a continuation  of  the  hearings 
on  shipyard  profits,  and  that  this  will  alb  be  introduced  and  made 
a part  of  the  record,  these  previous  hearings  at  which  Admiral  Land 
testified. 

Mr.  Coles.  I understood  the  chairman  so  ruled  the  first  day,  Mr. 
Weichel.  J 

Mr.  Weichel.  Yesterday,  Mr.  Kaiser,  you  were  speaking  with 
reference  to  the  formation  of  these  corporations,  and  how,  because  of 
yourself,  the  credit  of  these  corporations  stood  very  high,  because 
of  you  and  your  associates.  And  I said  something  with  reference 
to  the  fact  that  only  the  moneys  or  property  of  the  corporation  would 
be  liable  for  anything. 

With  reference  to  your  saying  that  your  background  and  your 
credit  loomed  large  in  your  estimation,  I just  wanted  to  call  to  your 
attention  that  in  two  of  these  corporations,  the  Oregon  Shipbuilding 
and.  the  Kaiser  Co.,  Inc.,  in  the  articles  of  incorporation,  so  that 
the  individuals  involved  would  specifically  not  be  liable  even  though 
they  were  liable  in  law,  this  clause  appears  [reading] : 

The  private  property  of  the  stockholders  shall  not  be  subject  to  the  payment 
of  company’s  debts  to  any  extent  whatsoever. 

So  you  specifically  put  that  in  the  incorporation,  and  I was  wonder- 
ing how  far  you  intended  to  be  liable,  or  your  credit,  in  view  of  the 
fact  of  what  you  had  specifically  stated  in  the  incorporation  papers. 

Mr.  Henry  Kaiser,  I think  the  fact  that  the  banks  are  still  Loaning 
us  millions  indicates  that  they  have  confidence  in  us,  on  the  same 
basis,  in  the  postwar  world. 

Mr.  Weichel.  But,  I mean,  you  did  specifically  put  that  in,  that 
you  would  not  be  liable  in  any  way,  shape,  or  form  ? 

Mr.  Henry  Kaiser.  We  are  doing  $6,000,000  worth  of  business  a 
month  m one  of  these  companies  now,  which  has  no  relation  to  the  * 
Government  whatsoever. 

Mr  Weichel.  But  you  specifically  put  that  in,  that  you  would  not 
be  liable  m any  way  ? 

Mr.  Henry  Kaiser.  My  son  says  that  it  is  a general  article,  and  I 
will  make  that  statement,  in  articles  of  incorporation. 

Mr.  Weiciiel.  You  have  it  in  two  of  these  specifically.  In  the  Del- 
aware corporations  you  have  it,  and  in  the  other  ones  you  do  not 
specifically  have  it. 

Mr.  Henry  Kaiser.  As  a matter  of  fact,  I have  never  seen  the 
articles  of  incorporation.  I do  not  look  at  them. 
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s Mr.  Welciiel.  That  is  all. 

The  Chairman.  Mr.  Keogh? 

Mr.  Ke<!)GH.  No  questions.  . , » 

The  Chairman.  Mr.  McConnell,  have  you  any  further  questions? 

Mr.  McConnell.  No.  . , , TT  , , 

The  CiijAiRMAN.  Have  you  any  further  questions,  Mr.  Her  ter : 

Mr.  Herter.  No.  ,.  , 

The  Chairman.  Mr.  Hand,  have  you  any  further  questions  ? 

Mr.  Hand.  No  further  questions. 

The  Chairman.  Mr.  Kaiser,  Mr.  McConnell  wants  to  ask  you  some 
further  questions.  Thank  you,  Mr.  Weichel.  . 

Mr  McConnell,  Mr.  Kaiser,  would  it,  be  correct  to  say,  m approch- 
ing  this  question,  for  the  sake  of  the  public,  that,  considering  the  total 
volume  of  contracts  with  the  United  States  Maritime  Commission  as 
being  $4,019,256,000,  that  was  taxpayers’  money  for  which  they  re- 
ceived a certain  number  of  ships?  What,  in  addition  to  the  iiull>bei 
of  contracts  which  you  received,  was  put  in  by  the  Government . Hid 
the  Government  build  ways? 

: Mr.  Henry  Kaiser.  Yes.  . , 

Mr  McConnell.  They  did?  Do  you  have  the  figures  on  that; 

Mr.  He[nry  Kaiser.  That  is  Government  facilities,  now? 

Mr.  McConnell.  Yes. 

Mr.  Henry  Kaiser.  Yes.  . , T , A 

Mr.  McConnell.  I would  like  to  add  that  to  the  contract.  I would, 
like  to  know  how  much  public  money  went  into  this  enterprise  tor 
which  they  received  on  the  other  side  so  many  ships.  That  is  one 
way  we  niight  consider  this  thing.  The  public  put  in  so  much  money. 
They  received  in  return  so  much.  I would  like  to  see  if  we  can  woik 

something  out  in  that  direction.  * . . 

Mr.  Henry  Kaiser.  I believe,  to  the  best  of  my  knowledge,  with 
regard  toithe  shipyards  themselves,  the  public  put  in  more  money  into 
housing.  1 They  put  $125,000,000  into  shipyards.  Do  you  want  the 
housing?!  I had  better  not  include  the  housing,  because  it  is  not  all  tor 
shipbuilding. 

Mr.  McConnell.  Do  you  have  a percentage  ? 

• Mr.  Henry  Kaiser.  It  is  $33,000,000  in  housing,  but.  I do  not  have 

it  broken  down.  . , 

Mr.  McConnell.  Part  of  that  $33,000,000  was  m connection  with 

your  shipbuilding  operations  ? 

Mr.  Henry  Kaiser.  A large  part  of  it ; yes,  sir.  . _ „ 

Mr  McConnell.  Would  you  care  to  give  an  approximate  figure  ? 

♦ Mr.  Edgar  Kaiser.  Probably  two-thirds  of  the  housing  was  occu- 
pied by  shipyard  workers.  That  is  a rough  approximation. 

Mr. 'McConnell.  About  $22,000,000? 

Mr.  Edgar  Kaiser.  That  is  right. 

Mr  Henry  Kaiser.  Then  there  is  transportation  $2  800,000;  mis- 
cellaneous, $1,200,00Q;  and  here  is  an  item  of  repair  facilities  that  the 
Navy  put  in.  I presume  you  would  want  that,  too,  m the  amount  or 
$4, 3M, 000.  It  is  a total  of  $167,000,000. 

Mr.  McConnell.  That  went  in  in  connection  with  shipbuildi  ig. 

That  includes  ways ? . ..  , 

Mr.  Henry  Kaiser.  Those  are  shipbuilding  facilities,  including  the 

ways. 
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Mr.  McConnell.  That  would  bo  in  addition,  then,  to  the  $4,- 
000,000,000 — some  of  contracts  ? 

Mr.  Henry  Kaiser.  That  is  right.  That  is  on  58  ways  for  7 ship- 
yards. ^ 

Mr.  McConnell.  That  is  the  total  amount  of  the  people’s  money? 

Mr.  Henry  Kaiser.  And  that  is  for  seven  shipyards.  Those  are  the 
figures  we  have  here,  that  we  have  furnished  here. 

Mr.  McConnell.  Now,  would  we  not  be  correct  in  saying  that  the 
amount  of  RFC  loans  that  are  readjusted  downward,  or  are  not  paid, 
should  also  be  added  to  the  amount  of  money  the  public  puts  in  your 
enterprise  ? 

Mr.  Henry  Kaiser.  Not  when  you  have  the  obligation  of  paying 
it  back. 

Mr.  McConnell.  Yes ; but  if  they  readjust  it  downward  ? 

Mr.  Henry  Kaiser.  If  they  readjust  it  downward,  which  I hope 
they  will  do,  in  order  to  adjust  with  the  United  States  Steel,  then  it 
would  be  taken  into  account, 

Mr.  McConnell.  Then  you  would  have  to  adjust  upward  the  cost 
of  vessels  to  the  people,  is  that  not  correct,  because  extra  cost  went 
into  it.  They,  did  not  get  it  back. 

Mr.  Henry  Kaiser.  It  would  not  be  charged  to  ships.  If  you  are 
taking  the  over-all  Government  picture,  that  is  true,  but  it  would  not 
be  charged  to  ships.  If  you  are  taking  the  over-all  Government  pic- 
ture, that  is  true,  but  if  you  do  that,  there  were  $18,000,000,000  worth 
of  total  facilities  built.  This  is  only  a drop  in  the  bucket  of  what  was 
built  with  Government  money. 

Mr.  McConnell.  Not  for  you? 

Mr.  Henry  Kaiser.  No. 

Mr.  McConnell.  I asked  you  what  they  built  for  you. 

Mr.  Henry  Kaiser.  Just  this  drop  in  the  bucket— $167,000,000. 

McConnell.  But,  you  see,  you  borrowed  a certain  amount  of 
RF  C loans.  I aking  the  amount  you  have  set  aside,  I believe  about 
$80, 000, p00  would  be  unpaid.  You  have  set  aside  some  $15,000,000. 
lou  paid  $27,000,000;  you  put  aside  $15,000,000,  leaving  a net,  if  I 
recall,  of  a little  over  $80,000,000  that  you  have  not  paid  back  to  the 

RFC. 

Mr.  Henry  Kaiser.  That  is  right. 

Mr.  McConnell.  It  is  your  loan,  but  if  you  do  not  pay  some  part 
of  it  back,  it  then  becomes  a loss  right  from  the  taxpayer,  is  that  not 
correct? 

Mr.  Henry  Kaiser.  That  is  right,  but  yon  must  understand  that  they 
already  have  a loss  on  a similar  loan  for  ships  of  80  percent  of 
$200,000,000  in  the  United  States  Steel  Geneva  plant,  which  also  fur- 
nished ships,  see? 

. Mr.  McConnell.  Do  you  not  think  that  we  should  ourselves  delve 
into  that,  and  make  that  comparison  ? 

Mr.  Henry  Kaiser.  Pardon  me. 

Mr.  McConnell.  I am  asking  you.  I am  referring  to  the  Kaiser 
Co.,  now,  and  not  to  United  States  Steel. 

Mr.  Henry  Kaiser.  You  are  right;  I am  sorry. 

Mr.  McConnell.  Am  I correct,  then,  in  saying  that  we  have  put 
in — when  I say  “we”  I moan  the  taxpayers — over  $4,000,000,000  in 
contracts,  and  facilities  of  $100,000,000-some,  and  we  have  received 
back  1,460  ships  of  all  varieties  ? 
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Mr.  Henry  Kaiser.  You  cannot  charge  the  steel  all  against  that. 

I know  you  want  to  he  fair,  and  I appreciate  how  very  kind  and  fair 
you  have  been  in  your  questioning,  and  I want  to  be  very  clear  in 
everything  I say.  ; The  Fontana  plant  was  a tremendous  advantage  in 
the  produiing  of  steel  for  shells.  When  we  had  that  sudden  short- 
age, no  oi|ie  anticipated  it.  Not  only  did  they  come  to  us  and  ask 
us  to  build  shells  right  there,  but  we  shipped  steel  East  for  shells,  so 
you  cannot  charge  all  of  that  to  shipbuilding.  You  would  have  to 
make  sone  division  from  the  shell  standpoint,  because  that  is  an 
Army  maiter.  _ . 

Mr.  McConnell.  But  you  see,  Mr.  Kaiser,  in  that  summary  I just 
gave  I never  mentioned  anything  in  connection  with  steel.  I did  not 
mention  the  RFC  loans.  „ -r,-™ 

Mr.  Henry  Kaiser.  I thought  you  were  adding  the  RFC  loans. 

Mr.  McpoNNELL.  I said  nothing  about  that  on  the  second  summary. 

I said  that  if  you  did  not  pay  that  back,  that  would  have  to  be  added 
also.  We  do  not  know  whether  you  are  going  to  pay  it  all  back,  be- 
cause you  are  seeking  to  readjust  it  now. 

Mr.  Henry  Kaiser.  If  it  was  not  paid  back,  part  of  it  would  have 
to  be  charged  to  shell  steel  and  other  steel. 

Mr.  McConnell.  And  part  to  shipbuilding. 

Mr.  HeNry  Kaiser.  And  part  to  shipbuilding.  That  is  right. 

Mr.  McConnell.  In  spite  of  that  fact,  you  are  taking  the  complete 
loss  of  thjit  right  from  your  shipbuilding  profits.  You  are  charging 
all  the  losses  against  your  shipbuilding. 

Mr.  Henry  Kaiser.  But  I could  not  do  otherwise.  In  the  event  I 
got  any  credit  on  it  at  all,  it  would  come  back  and  be  taxable. 

Mr.  McConnell.  Mr.  Kaiser,  I have  asked  for  the  general  cost  of 
the  production  of  ships.  I do  not  have  at  the  present  time  the  aver- 
age over  fhe  country.  I have  asked  the  Maritime  Commission  for  it. 

I would  like  to  bring  it  in  later  into  this  hearing.  I want  to  mention 
it  to  you,  in  all  fairness.  I want  to  see  whether  the  1,460  ships  that  the 
public  received  were  of  reasonably  fair  value  in  consideration  of  the 
amount  of  money  that  they  put  out. 

Mr.  Henry  Kaiser.  I think  you  are  very  fair  if  you  take  the 
money  that  we  have  saved  as  compared  with  the  average  cost  of  all 
other  ships,  and  get  that.  We  have  attempted  to  give  only  the 
Truman  committee  report,  which  made  a very  detailed  study.  We 
believe  tllat  we  have  made  a tremendous  saving  in  tankers,  because 
we  carrieji  the  tanker  flag  for  months,  and  we  believe  we  made  a tre- 
mendous  saving  for  tho  Grovornment  in  C—4Js  over  any  other  ships, 
but  you  must  get  the  comparable  ships,  and  we  have  tried  to  get  the 
exact  coniparable  ships.  _ 

In  some  cases  our  costs — in  very  few  cases,  where  we  built  2 or  10 
ships — fqr  instance,  we  started  out  with  a tremendously  low  cost  in 
the  Vancouver  yard,  and  we  were  going  to  make  a tremendous  record, 
and  all  of  a sudden  they  threw  in  on  us,  which  we  objected  to  but  we 
could  not  do  anything  about  it,  some  LST’s,  some  tankers,  those  big, 
long,  flat  tankers  that  go  on  the  beaches,  and  they  stopped  our  pro- 
gram entirely.  Then  we  went  to  the  air  carrier,  which  was  so  essen- 
tial, so  that  you  have  to  take  that  into  consideration  when  you  make 
a comparison.  You  have  to  do  the  same  thing  for  other  yards,  too. 
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For  instance,  the  Bethlehem-Fairfield  were  in  a hot  Liberty  pro- 
gram, and  we  were  competing  with  them,  and  then  all  of  a sudden  they 
threw  some  LST’s  at  them,  and  that  unbalanced  their  costs. 

But  this  Truman  committee  report  attempted  to  arrive  at  a fair 
valuation.  They  did  through  one  year  and  they  did  through  another. 

The  Chairman.  While  we  have  a great  deal  of  respect  for  the 
Truman  committee  and  for  their  conclusions,  at  the  same  time  we 
have  an  obligation  resting  upon  this  committee. 

Mr.  McConnell.  Mr.  Chairman,  will  it  be  possible  to  ask  Mr. 

Kaiser  to  appear  again  at  some  later  date  if  more  facts  are  brought 
out? 

The  Chairman.  It  will  certainly  be  the  disposition  of  the  Chair 
to  bring  in  any  witness  desired  by  any  member  of  the  committee,  and 
I would  infer  from  Mr.  Kaiser’s  presence  here  that  he  would  be  very 
glad  to  appear. 

Mr.  Henry  Kaiser.  I will  be  delighted.  I welcome  the  opportu- 
' nity,  and  I would  be  delighted. 

Mr.  Hand.  Mr.  Chairman,  I wonder  if  I might  ask  the  witness 
one  or  two  questions. 

Mr.  Kaiser,  do  I gather  from  what  you  are  saying  that  vou  feel  that 
you  and  your  companies  are  entitled  to  a fee  or  a profit  which  is  based 
largely  on  the  amount  that  you  may  save  the  Government  in  compari- 
son with  the  operation  of  other  companies  ? 

Mr.  Henry  Kaiser.  No. 

Mr.  Hand.  On  what  basis  do  you  feel  that  you  are  entitled  to  these 
rather  large  fees? 

Mr.  Henry  Kaiser.  In  the  first  place,  I do  not  like  the  words,  “Mr. 

Kaiser,  what  are  you  entitled  to?”  I think  we  are  only  entitled  to 
what  the  Government  would  give  to  others  on  an  equitable  basis. 

That  is  my  answer,  although  I have  never  discussed  fees  and  I have 
particularly  avoided  it  with  even  the  Government.  I said,  “I  want 
to  build  the  ships.  You  just  simply  do  what  you  would  do  equitably, 
and  that  is  all  I care  for.” 

I think  we  are  only  entitled  to  an  equitable  position.  This  is  a 
free  country,  and  all  men  are  equal,  and  they  should  be  treated  in 
equity. 

Mr.  Hand.  How  would  you  base  your  calculation  of  the  fees  to 
which  you  are  entitled,  Mr.  Kaiser?  Are  you  basing  it  largely  on  a 
comparison  of  what  was  done  with  other  companies,  or  how  your 
operations  compared  with  other  companies  ? 

Mr.  Henry  Kaiser.  No. 

Mr.  Hand.  Where  do  we  get  this  figure  of  $192,000,000,  or  whatever 
it  was  ? 

Mr.  Henry  Kaiser.  That  is  not  my  figure. 

Mr.  Hand.  It  is  what  you  got,  is  it  not? 

Mr.  Henry  Kaiser.  No  ; we  did  not  get  it.  We  went  all  over  this 
last  night.  Those  figures  stand. 

Mr.  Hand.  What  was  the  fee  based  on?  You  must  have  had  some- 
thing to  do  with  setting  that  fee. 

Mr.  Henry  Kaiser.  No;  we  did  not  have  anything  to  do  with  it 
at  all.  ■ 

Mr.  Hand.  Nothing  whatever? 
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Mr.  Henry  Kaiser.  No. 

Mr.  Hand.  No  interest  in  it? 

Mr.  Henry  Kaiser.  We  did  not  have  anything  to  do  with  it,.  You 
asked  what  we  did  about  it. 

Mr.  Hand.  Was  the  fee  set  entirely  arbitrarily? 

Mr.  Henry  Kaiser.  No;  the  fee  is  set  under  the  law.  It  was  set 
first  by  the  Maritime  Commission  and  then  Congress  came  along, 
and  undef  seven  points  set  up  a Renegotiation  Act  by  which  all  fees 
should  be  renegotiated.  Those  are  the  fees  we  will  get.  We  have 
nothing  to  do  with  that.  The  renegotiation  officer  does  that. 

Mr.  Hand.  You  said  some  time  ago  in  your  testimony,  and  I am 
inclined  to  some  extent  to  agree,  that  fees  and  profits  should  not  nec- 
essarily be  based  in  a situation  like  this  on  capital  investment,  and  I 
understood  you  to  say  a moment  or  two  ago  that  you  thought  you 
were  entitled  to  consider  these  fees  because  of  the  amount  of  saving 
that  you  'made  through  your  efficient  operations  as  compared  with 
other  operators. 

Mr.  Henry  Kaiser.  Just  to  give  you  an  illustration,  the  Govern- 
ment dich  set  that  program  up.  The  Government  set  up  a basis  of 
fees  where  they  allowed  an  additional  fee  for  all  contractors  where 
there  was  5 a fee,  a penalty,  and  a bonus  clause,  and  if  you  saved  time 
they  gave  you  credit  for  it  and  increased  your  fee.  If  you  saved 
money,  they  increased  your  fee,  and  they  made  a contract  with  you—- 
and  with  [all  yards — based  upon  a penalty. 

We  did-  get  an  increased  fee  as  a result  of  that  bonus  and  penalty, 
but  the  renegotiation  officer,  when  he  came  in,  took  a great  deal  of  it 
away.  They  did  not  keep  that  contract. 

Mr.  Hand.  Would  you  say  that  as  a result  of  what  the  Government 
set  up  and  what  the  Maritime  Commission  set  up,  and  what  Congress 
set  up,  in  many  instances  the  formulas  they  adopted  resulted  in  ex- 
travagant costs  to  the  Government  in  the  prosecution  of  the  war,  par- 
ticularly ijn  the  building  of  ships  ? 

Mr.  Henry  Kaiser.  I cannot  answer  that  question.  That  is  a broad 
question.  In  every  case,  or  are  you  referring  just  to  us? 

Mr.  Ha:Nd.  I would  rather  refer  to  you,  because  I would  not  expect 
you  to  kmj)w  about  the  others. 

Mr.  Henry  Kaiser.  All  right.  Well  now,  so  far  as  we  are  con- 
cerned, I 'have  only  one  thing  to  say,  that  I must  respect  the  laws 
and  the  intent  of  Congress,  and  whatever  they  expect,  I must  agree  is 
the  right  thing. 

Mr. 'Hand.  I am  not  accusing  you,  Mr.  Kaiser,  of  unlawfully  taking 
something  to  which  you  are  not  entitled.  I am  trying  to  find  out 
whether  it  was  not  an  extravagant  thing  for  the  Government  to  do. 

Mr.  Henry  Kaiser.  I do  not  want  to  pass  judgment.  That  is  Con- 
gress’ duty.  That  is  what  you  are  here  for,  to  determine  whether 
they  did  it.  It  is  not  my  job  to  do  that. 

Mr.  Hand.  Have  you  ever  considered,  not  as  a shipbuilder  but 
as  a citizen  and  a very  large  taxpayer,  the  over-all  cost  of  these  things 
done  by  iis  as  compared  with  how  they  did  within  other  countries 
also  prosecuting  the  war? 

Mr.  Henry"  Kaiser.  I have  considered  it.  I do  not  know  of  any 
better  system.  We  won  the  war. 

Mr.  Hand.  We  are  now  concerned  with  whether  or  not  the  system 
might  have  been  unreasonably  extravagant. 

Approved  For  Release  2003/10/10  : CIA-RDP64B00346R000400060002-4 


Approved  For  Release  2003/10/10  : CIA-RDP64B00346R000400060002-4 

SHIPYARD  PROFITS  185 

Mr.  Henry  Kaiser.  That  is  right,  and  that  is  for  you  to  determine. 

All  I want  to  do  is  to  see  that  you  have  the  facts. 

Mr.  Hand.  I think  you  referred  a few  moments  ago  to  I forget 
how  many  scores  of  hundreds  of  millions  as  “a  drop  in  the  bucket.” 

If  the  committee  were  to  agree  that  that  is  a drop  in  the  bucket, 
might  we  not  gradually,  with  that  philosophy,  get  the  United  States 
into  a little  bit  of  difficulty  by  thinking  of  hundreds  of  millions  as  “a 
drop  in  the  bucket”  ? 

The  Chairman.  I wonder  again  if  we  are  not  going  into  a philo- 
sophical discussion  as  compared  with  facts. 

Mr.  Henry  Kaiser.  As  compared  with  $18,000,000,  that  is  why  I 
was  saying  that  was  a drop. 

The  Chairman.  Mr.  Weichel  has  suggested  to  me  that  he  had 
omitted,  inadvertently,  certain  questions  he  wanted  to  ask.  Mr, 

Weichel. 

Mr.  Weichel.  Did  you  or  your  group  at  any  time  have  a brief 
prepared  by  attorneys  covering  the  matter  that  you  did  not  believe 
that  your  contracts  should  be  checked  by  the  General  Accounting 
Office?  Did  you  have  such  a brief  prepared  and  sent  in  to  the  Mari- 
time Commission  ? 

Mr.  Henry  Kaiser.  I would  not  know. 

Mr.  Weiciiel.  And  did  you  later  submit  a bill  for  reimbursement 
for  attorney  fees  covering  that  ? 

Mr.  Henry  Kaiser.  I would  not  know.  I would  not  know  to  what 
you  are  referring. 

(Exhibit  35  gives  an  additional  written  answer  by  Mr.  Kaiser.) 

Mr.  Weichel.  That  would  be  a matter  of  policy  with  reference  to 
these  six  companies  and  you  would  know,  would  you  not  ? 

Mr.  Henry  Kaiser.  I do  not  know.  If  you  have  the  records  I will 
agree  with  anything  the  records  show. 

Mr.  Weiciiel.  I merely  asked  you  if  you  knew. 

Mr.  Henry  Kaiser.  No;  I do  not  know.  I have  an  entirely  dif- 
ferent feeling,  because  they  were  in  our  yards  and  we  asked  them 
to  be  in  our  yards. 

Mr.  Weiciiel.  You  do  not  know.  That  is  the  important  thing. 

You  said  the  other  day  that  no  member  of  your  family  had  an 
interest  in  the  Gilpin  Construction  Co.  ? 

Mr.  Henry  Kaiser.  That  is  right. 

Mr.  Weiciiel.  Mr.  Casey,  of  the  General  Accounting  Office,  made 
the  statement  that  the  Gilpin  Co.  is  a wholly  owned  subsidiary  of 
General  Construction. 

Mr.  Henry  Kaiser.  I do  not  think  it  is. 

Mr.  Weiciiel.  He  made  the  statement  that  it  was. 

Mr.  Henry  Kaiser.  He  made  a lot  of  statements  that  are  not  true. 

Mr.  Weiciiel.  Do  you  dispute  that  one? 

Mr  Henry  Kaiser.  I do  not  know.  I could  not  find  that  out, 
myself. 

Mr.  Weiciiel.  Do  you  dispute  that  the  company  owned  26  percent 
of  the  stock  in  the  Consolidated  Building,  Inc.  ? 

Mr.  Henry  Kaiser.  I dispute  that  Gilpin  did;  yes. 

Mr.  Weiciiel.  And  that  the  company  owned  100  percent  of  all  the 
stock  in  the  Oregon  Shipbuilding  Corp.  ? 

Mr.  Henry  Kaiser.  What  company  ? 

Mr.  Weichel.  Consolidated  Building,  Inc. 
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Mr.  Henry  Kaiser.  Let  me  get  the  gentleman  straight. 

company  are  you  talking  about?  . ,.  , 

Mr.  WWchee.  I will  read  it  over  to  you  again.  Do  you  dispute 
the  statement  made  by  Mr.  Casey  of  the  General  Accounting  Office 
to  the  effect  that  the  Gilpin  Co.  is  a wholly  owned  subsidiary  of  Gen- 
eral Construction  Co.,  and  that  the  company  owned  26  percent  oi  the 
stock  in  Consolidated  Building,  Inc:,  and  that  company  owned  100 
percent  of  the  stock  in  the  Oregon  Shipbuilding  Corp.,  and  that 
both  General  Construction  Co.  and  Consolidated  Building,  Inc.,  have 
been  associated  with  you  and  your  various  corporations  for  a number 
of  years  Do  you  dispute  that  statement  made  by  Mr.  Casey  the 

other  dai  ? , , T . T i * 

Mr.  Henry  Kaiser.  I dispute  the  statement  that  I know.  1 do  not 
know  who  are  the  stockholders  of  Gilpin.  I believe  that  theie  are 
a number  and  that  they  are,  many  of  them,  employees  of  the  General 
Construction,  but  I do  not  know,  and  I have  so  stated  here  before 

The  Chairman.  All  right.  , , T,  . 

(Exhibit  35  gives  an  additional  written  answer  by  Mr.  Kaiser.) 

Mr.  HJenry  Kaiser.  That  you  can  get  that  information  from  the 
renegotiation  people,  because  they  were  renegotiated. 

The  Chairman.  That  is  all  right. 

Mr.  Weiciiel.  That  is  all. 

The  Chairman.  Mr.  Bradley? 

Mr  Bradley.  Mr.  Kaiser,  a few  minutes  ago,  in  answer  to  a ques- 
tion from  Mr.  McConnell,  you  brought  up  the  question  of  participa- 
tion of  Fontana  Steel  Division  in  the  manufacture  of  shells.  Can  you 
give  me  some  general  break-down,  the  percentage  of  Fontana  s opera- 
tions that  went  into  the  actual  production  of  plates  for  steel,  and  how 
much  of  it  went  into  ships?  Is  it  75,  25,  or  something  like  that  . 

Mr.  E(enry  Kaiser.  I think  we  can  give  it  to  you.  It  is  during  the 
period  off  shell  production  ? 

(Exhibit  35  gives  an  additional  written  answer  by  Mr.  Kaiser.) 

Mr.  Hradley.  If  this  loss  should  be  figured  back  against  ship  pro- 
duction,' I would  like  to  know  how  much  of  it  should  be  figured  back 

to  ship  production.  . , , , • * , , nAO 

Mr.  piiNRY  Kaiser.  Plate  production  started  m August  1943. 
There  was  no  shell  production  up  to  that  time. 

Mr.  Bradley.  Plate  production  started  in  August  of  1943  ? 

Mr.  Fenry  Kaiser.  Yes.  . „ , ,u. 

Mr.  I radley.  Most  of  your  ships  were  actually  built  m 1943,  were 

they  not  ? , , , , , 

Mr.  Henry  Kaiser.  Five  hundred  and  forty-seven  thousand  tons 
of  platef  This  is  wartime  production.  It  was  135,000  tons  of  shapes. 
There  were  94,000  tons  of  shell  steel  and  17,000  tons  of  bars.  Now.  they 
went  into  other  products.  I do  not  know  how  many  of  these  different 
products  they  went  into,  you  see.  They  allocated  them,  and  you  can 
get  that  from  the  "VYar  Production  Board.  That  is  the  total  tonnage, 

Mr,  Bradley.  Roughly,  about  three-fifths  of  the  production,  then, 
went  into  ships,  did  it? 

Mr.  TIenry  Kaiser.  No;  I think  more  than  that,  because  some  of 
these  bars  and  shapes  went  into  other  things  that  were  vital,  too,  you 

cjiild  appear  from  the  records  here  that  there  were  94,000  tons 
steel  and  17,000  tons  of  bars,  135,000  tons  of  shapes,  547,000 


see. 

Tt  w 
of  shell 


Approved  For 


Release  2003/10/10  : CIA-RDP64B00346R000400060002-4 


Approved  For  Release  2003/10/10  : CIA-RDP64B00346R000400060002-4 

SHIPYARD  PROFITS  187 


tons  of  plates,  with  1,200,000  tons  of  steel  ingot  over  all,  divided  into 
these. 

Mr.  Bradley.  It  was  a relatively  small  proportion,  then,  on  shells  ? 

Mr.  Henry  Kaiser.  On  shells.  Now,  where  the  bars  went  and  where 
the  shapes  went,  whether  they  all  went  into  ships,  I am  not  sure. 

Mr.  Bradley.  I just  wanted  to  get  that,  and  then  there  is  one  more 
thing  that  I wanted  to  bring  up. 

Several  times  you  criticized  the  figures  given  by  Mr.  Casey,  which 
of  course  were  the  Maritime  Commission’s  figures  that  he  read  in  his 
opening  statement. 

Mr.  Henry  Kaiser.  That  is  right. 

Mr.  Bradley.  But  I think  you  are  a little  unfair  in  your  attack  on 
him  personally,  because  the  very  first  question  that  Mr.  Coles  asked 
t Mr.  Casey  was  this  [reading] : 


Are  the  views  which  you  are  going  to  express  today  the  official  views  of  the 
Comptroller  General  and  the  General  Accounting  Office? 

Mr.  Casey.  The  Comptroller  General  has  read  this  prepared  statement  an* 
says  he  agrees  with  it  100  percent. 


So  I think  that  any  accusation  against  Mr.  Casey  personally  for 
submitting  wrong  figures,  saying  those  do  not  represent  the  official 
views  of  the  General  Accounting  Office,  is  a little  bit  in  error. 

The  Chairman.  I doubt  we  are  concerned  with  the  attack  on  Mr 
Casey.  Mr.  Casey  is  a very  reputable  gentleman,  representing  the 
Comptroller  General,  and  we  will  pass  on  the  facts  as  presented  in 
the  evidence.  . 

Mr.  McConnell.  Mr.  Kaiser,  at  what  rate  are  you  depreciating  the 
steel  company ? At  what  rate  are  you  writing  it  off? 

Mr.  Henry  Kaiser.  Now? 

Mr.  McConnell.  No. 

Mr.  Henry  Kaiser.  We  are  now  using  a rate  permitted  by  the  In- 
ternal lie  venue  Bureau  of  4 percent  per  year,  approximately. 

Mr.  McConnell.  How  much  have  you  depreciated  so  far* 

Mr.  Henry  Kaiser.  The  figures  are  there. 

Mr.  McConnell.  I do  not  know. 

Mr.  Henri  Kaiser.  I believe  we  testified  to  that  yesterdav 

Mr.  McConnell.  I do  not  recall  that. 

Mr.  Herter.  Fifty  percent,  he  said  yesterday. 

Mr.  McConnell.  About  50  percent  has  been  written  off* 

Mr.  Henry  Kaiser.  How  much? 

Mr.  McConnell.  Since  when  ? 


Mr.  Herter.  You  said  about  50  percent. 

Mr.  Henry  Kaiser.  Yes ; about  50  percent— 47  percent 
Mr.  McConnell.  Since  you  obtained  it?  Since  you  bought  it? 
Mr.  Henry  Kaiser.  How  ? 17  s 

Mr.  McConnell.  That  dates  from  the  time  you  bought  it? 

Mr.  Henry  Kaiser.  That  is  right.  * 

Mr.  McConnell.  Up  to  now  ? 

Mr.  Henry  Kaiser.  That  is  right.  We  are  questioning  again,  you 
see,  that  same  question,  whether  it  should  not  be  written  off  80  percent 
aS^L6  r^su  t of  our  competitors  getting  the  plant  at  20  percent 
, • ~"e  u4nfa.N'  I would  suggest  that  if  he  would  answer  the  qucs- 
along  faster^  ^ Wltness  111  Acting  remarks,  probably  we  would  get. 
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Mr.  Henry  Kaiser.  The  provision  here  is  for  amortization,  depre- 
ciation, and  depletion,  $45,927,360.  . , , 

Mr.  McConnell.  And  from  now  on  you  are  depreciating  it  at  the 

rate  of  4 percent  ? 

Mr.  Henry  Kaiser.  That  is  right.  , , 

Mr.  McConnell.  Would  you  mind  explaining  again  what  was  meant 
by  “theoretical  tax  loss,”  referred  to  in  yesterday’s  question  i 
' Mr.  Henry  Kaiser.  Mr.  Cox  could  do  it. 

The  Chairman.  Mr.  McConnell  yields  to  Mr.  Keogh . , 

Mr.  McConnell.  I yield  to  Mr.  Keogh.  . . 

Mr  Keogh.  I want  to  get  back  to  this  depreciation.  In  any  event, 
any  depreciation  that  is  taken  is  subject  to  review  by  the  auditors 
of  the  Internal  Revenue  Bureau? 

Mr.  IIe^ry  Kaiser,  Oh,  yes. 

Mr.  Keogh.  All  right. 

Mr.  Henry  Kaiser.  Absolutely.  ....  . , , , , 

Mr  Cox  Mr.  McConnell,  the  sheet  which  is  m evidence  here  before 
the  committee,  for  Kaiser  Co.,  Inc.,  I think  will  demonstrate  or  clarify 
the  situation  which  you  have  with  respect  to  the  theoretical  taxes. 

The  actual  operations-'  of  the  company  as  one  company  in  tact  included 
the  production  of  steel  for  ships  and  other  purposes,  and  the  pro- 
duction of  ships  as  a business  operation.  For  the  purposes  of  every 
legal  provision  I know,  such  as  the  Renegotiation  Act,  the  Bureau  of 
Internal  Revenue,  they  set  up  the  gross  income,  and  deduct  the  expenses 
against  that  for  pay  roll,  materials,  capital-investment  charges  such 
at  the  pavment  of  interest  and  amortization,  and  then  you  subtract 
'those  for! the  operations  of  the  whole  company.  They  showed  an 
actual  loss,  and  therefore  for  tax  purposes  there  was  no  tax  paid 
in  the  years  in  which  there  was  a loss.  . 

Now,  thie  theoretical  computations  which  were  required  on  the  basis 
of  the  questions  you  asked  yesterday  were  to  assume  what  was  not  the 
fact  or  not  the  reality,  and  that  is,  that  there  was  not  a loss.  The  fact 
is  that  there  was  a loss,  so  that  you  only  got  to  a theoretical  computation 
of  what  the  taxes  would  have  been  if  you  assumed  the  unreal  tact  that 
there  was  hot  a loss ; but  the  actual  fact,  any  accountant  or  any  lawyer 
will  tell  you  that  you  could  not  make  up  the  real  and  honest  books  oi 
the  Kaisdr  Co.  without  showing  the  gross  income,  and  the  charges 
against  th  at  income,  showing  the  net  figure,  which  m this  case  m tact 

" Now.  th  at  statement  is  before  this  committee,  and  I think  if  you  look 
at  the  statement  you  will  see  pretty  clearly.  I think  it  would  make  it  a 
little  deafer.  You  may  not  have  seen  this  sheet. 

The  Chairman.  Anything  further? 

Mr  McConnell.  I do  not  want  to  ask  anything  further. 

Mr  Cdx  If  you  will  look  at  that  sheet,  you  will  see  it  gives  the 
number  of  ships  delivered  in  each  yard,  the  gross  payments  received  m 
the  form! of  fees,  or  income  received  from  fixed-price  contracts,  the 
profits  transferred  from  other  shipyards,  the  amount  of  nonreim- 
bursable and  disallowed  items  for  each  yard,  which  are  subtractwl  f om 
the  first  Loss  figure,  giving  you  the  gross  earnings  on  United  States 
Maritime  Commission  yards  contracts  for  each  of  the  three  yards,  and 
the  total  Then  it  has  added  the  profits  from  shipyard  operations 
other  than  United  States  Maritime  Commission  contracts,  the  iron  and 
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steel  division  losses,  other  corporate  income,  and  the  net  loss  for  the 
five  war  years,  accumulated  to  May  31,  1946,  $18,579,040.26. 

The  Chairman.  I am  afraid  the  witness  should  bear  in  mind,  I 
thought  his  original  statement  was  very  clear,  and  to  make  statements 
with  reference  to  it,  we  get  into  confusion  worse  confounded. 

Mr.  Cox.  All  right. 

The  Chairman.  Any  other  questions  you  want  to  ask  with  reference 
to  that,  Mr.  McConnell  ? 

Mr.  McConnell.  No. 

The  Chairman.  Mr.  Kaiser,  the  members  of  the  committee  are  tired 
looking  at  you.  I say  that  jocularly. 

Mr.  Henry  Kaiser.  Thank  you. 

The  Chairman.  I knew  you  were  anxious  to  get  away. 

Mr.  Henry  Kaiser.  Thank  you  very  much.  I want  to  thank  the 
committee,  as  well.  ■ 

The  Chairman.  We  are  very  glad  to  have  had  you. 

Mr.  Coles,  the  next  witness. 

(Information  furnished  by  Permanente  Metals  Corp.,  Kaiser  Fleet- 
wings,  Inc.,  and  Oregon  Shipbuilding  Corp.,  in  response  to  the  com- 
mittee’s questionnaire,  was  received  for  the  record  and  marked  “Ex- 
hibits 11,  12,  and  13.”) 

Mr.  Coles.  The  California  Shipbuilding  Corp. 

The  Chairman.  Who  is  the  man  ? 

Mr.  Coles.  I think  it  is  Mr.  Bechtel.  Mr.  McCone. 

The  Chairman.  Mr.  McCone  was  sworn  yesterday. 

TESTIMONY  OF  JOHN  A.  MeCONE,  PRESIDENT,  CALIFORNIA 
SHIPBUILDING  CO. 

Mr.  Coles.  Mr.  McCone,  for  the  purposes  of  the  record  would  you 
give  us  your  full  name  and  title,  please. 

Mr.  McCone.  John  A.  McCone,  president  of  the  California  Ship- 
building Co. 

Mr.  Coles.  Do  you  have  a prepared  statement  you  would  care  to 
read,  or  would  you  prefer  merely  being  asked7 questions? . 

Mr.  McCone.  No;  if  I may  be  permitted,  I would  like  to  read  a 
statement. 

The  Chairman.  You  furnished,  in  response  to  inquiries,  I believe, 
answers  that  have  been  submitted. 

Mr..  McCone.  Yes.  The  California  Shipbuilding  Corp.  responded 
to  the  inquiry  of  the  committee. 

The  Chairman.  The  facts  shown  thereon  become  permissible  testi- 
mony before  the  committee,  and  stand  uncontradicted,  unless 
challenged  at  the  hearing. 

Mr.  McCone.  As  far  as  we  were  concerned,  that  is  true:  ves  sir 

The  Chairman.  All  right.  J ' 

Mr.  McCone.  The  purpose  of  my  statement  is  to  give  some  addi- 
tional information  which  I believe  will  be  of  interest  to  the  committee, 
and  probably  of  assistance  in  examining  this  matter. 

In  late  December  1940  representatives  of  a group  of  western  engi- 
neering and  contracting  companies  and  of  the  Todd  Shipyards  Corp. 
all  of  whom  at  that  time  were  jointly  interested  in  the  ownership  and 
93486—46 IS 
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operation  of  three  shipyards  in  the  United  States,  were  asked  by  the 
Maritime  Commission  to  meet  in  Washington  to  discuss  the  im- 
mediate construction  of  several  emergency  yards  to  be  used  for  the 
building  of  merchant  ships.  . . 

Terminal  Island,  Los  Angeles,  was  selected  by  the  Commission  as 
one  of  the  desired  sites  and  the  group  formed  the  California  Ship- 
building Corp.  solely  for  the  purpose  of  building  the  Terminal  Island 
yard.  Subsequently  this  same  corporation  was  awarded  contracts 
to  construct  ships  in  this  yard. 

The  yard  grew  into  one  of  the  largest  and  one  of  the  most  successtui 
of  the  Nation’s  emergency  yards.  It  pioneered  many  of  the  processes 
of  prefabrication  and  subassembly  that  later  were  accepted  as  stand- 
ard by  all  yards.  Many  delivery  records  were  established  by  Calship 
and  costs'  of  ships  of  all  types  were  exceedingly  low  in  comparison 
with  other  shipbuilders. 

The  stockholders  entrusted  the  sponsorship  and  management  ol  the 
yard  to  the  Bechtel-McCone  interests  and  the  operating  officers  were 
selected  from  the  W.  A.  Bechtel  Co.  and  the  Bechtel-McCone  Corp. 
Contrary  to  impressions  sometimes  gathered,  the  yard  was  not  at  any 
time  a Kfaiser-managed  operation.  Mr.  Kaiser  and  his  companies 
never  owned  more  than  16.6  percent  of  the  stock  of  Calship. 

The  ini  :ial  shipbuilding  contracts  between  the  California  Shipbuild- 
ing Corp,  and  the  Maritime  Commission  stipulated  that  the  corpora- 
tion shodld  be  provided  with  $800,000  of  equity  capital  subscribed 
* by  its  stockholders,  either  in  the  form  of  stock  subscription  or  stock- 
holders’ loans,  subordinated  to  all  of  the  corporation’s  obligations  ln- 
eluding  obligations  to  the  Maritime  Commission.  And,  m addition, 
the  corporation  should  provide  another  $800,000  of  borrowed  funds,  on 
which  the  Maritime  Commission  would  not  make  interest  reimburse- 

ment 

Both  of  these  conditions  were  complied  with;  $100,000  was  sub- 
scribed in  the  form  of  common  stock  and  $700,000  as  non-interest-bear- 
ing suboidinated  stockholders’  loans.  The  Bank  of  America  entered 
into  an  agreement  with  the  corporation  to  loan  to  it  the  second  $800,000 
called  for  under  the  contract  although  this  loan  soon  had  to  be  increased 

substanti  illy.  .,  „A 

After  a year’s  operation,  the  Todd  Shipyards  Corp.  sold  its  50-per- 
cent interest  in  California  Shipbuilding  Corp.  A distribution  of 
surplus  Was  made  by  way  of  a dividend  m order  to  facilitate  Todd  s 
withdrawal.  The  remaining  stockholders  accepted  their  distribution 
as  a stock  dividend  and,  moreover,  loaned  to  the  corporation  as  an  addi- 
tional subordinated  loan,  the  sum  of  $500,000,  thus  replacing  funds 
paid  to  the  retiring  stockholder.  Therefore,  after  this  transaction  was 
completed,  the  capital  structure  of  Calship  was  comprised  of  $600,000 
of  commbn  stock  and  $1,200,000  of  stockholder’s  loans,  which  were 
subordinated  to  all  obligations  of  the  corporation,  including  obliga- 
tions to  tjhe  Maritime  Commission.  I wish  to  emphasize  at  this  point 
that  subordinated  loans  of  this  character  are  in  effect  equity  capital. 
Being  subordinated,  they  could  not  be  repaid  until  shipbuilding  opera- 
tions were  completed.  The  action  of  the  Calship  stockholders  in  pro- 
viding funds  in  the  above  amount  far  exceeded  the  contractual  obliga- 
tions imposed  upon  the  corporation  by  the  Maritime  Commission  with 
regard  tq  subscribed  capital. 
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Concurrently,  Calship  was  forced  to  provide  additional  capital 
necessary  to  finance  work  in  process.  This  capital  was  provided 
through  bank  loans  totaling  $4,000,000.  These  loans  were  all  the 
direct  obligation  of  the  corporation  and  I believe  the  character  and 
business  standing  of  the  stockholders  was  the  prime  consideration  of 
the  bank’s  granting  this  extensive  line  of  credit. 

California  Shipbuilding  Corp.  at  no  time  sought  or  accepted  ad- 
vances from  the  Government  on  its  contracts,  nor  did  it  arrange  Gov- 
ernment guaranties  of  its  obligations  through  the  medium  of  the 
V-loan.  A large  portion  of  the  dividends  paid  out  of  profits,  and  on 
which  taxes  were  paid  by  the  stockholders,  were  in  turn  reloaned  to 
the  corporation  in  the  form  of  aditional  subordinated  stockholders’ 
loans  for  working-capital  purposes. 

Subordinated  stockholders’  loans  reached  the  grand  total  of  $2,700,- 
000,  which,  together  with  $600,000  of  stock,  made  a total  of  $3,300,000 
of  equity  capital.  To  this  must  be  added  $4,000,000  of  bank  loans — 
giving  a total  of  $7,300,000  of  funds  provided  by  the  corporation  for 
working-capital  purposes. 

The  statement  made  by  representatives  of  the  General  Accounting 
Office  in  Monday’s  meeting  to  the  effect  that  the  stockholders  of  the 
California  Shipbuilding  Corp.  provided  only  $100,000  for  the  purpose 
of  this  undertaking  is  not  consistent  with  the  facts  and  I am  happy  to 
give  the  committee  the  above  factual  information.  I repeat  that  not 
$100,000  was  provided,  but  many  millions  were  provided. 

The  facilities  used  by  California  Shipbuilding  Corp.  were  built 
at  Government  expense.  They  were  purely  emergency  in  their  char- 
acter. They  were  built  on  land  leased  by  the  corporation  from  the 
City  of  Los  Angeles  Harbor  Board  with  the  understanding  that  the  „ 
facilities  would  be  abandoned  and  removed  and  the  property  restored 
to  the  Union  Pacific  Railroad  at  the  conclusion  of  the  emergency.  At 
no  time  were  the  facilities  considered  as  permanent,  nor  was  it  con- 
sidered practical  to  use  them  for  commercial  purposes.  Being  strictly 
a war  emergency  plant,  it  was  not  within  the  province  of  private 
capital  to  provide  such  facilities,  nor  did  the  Commission  suggest  we 
do  so.  Similar  emergency  plants  costing  many  billions  of  dollars  and 
used  for  the  manufacture  of  all  types  of  war  materials  have  been 
financed  exclusively  by  the  Government  and  operated  by  private  enter- 
prise. 

The  fees  paid  on  all  cost-plus-fixed- fee  contracts  and  the  profits 
earned  under  selective-price  contracts  were  in  accordance  with  sched- 
ules and  formulas  developed  by  the  Maritime  Commission,  designed  to 
afford  incentive  bonuses  for  rapid  and  low-cost  production,  and  Cal- 
ship’s  outstanding  production  record  earned  for  them  those  bonuses. 

Very  substantial  reductions  in  the  corporation’s  earnings  resulted  from 
renegotiation. 

Facts  relating  to  Calship  profits  differ  from  information  given  to 
this  committee  by  representatives  of  the  General  Accounting  Office 
on  Monday  and  so  reported  in  the  press.  The  gross  earnings  of  the 
corporation  over  a 5 -year  period,  after  renegotiation  and  recapture, 
were  $35,541,880.60.  _ Nonreimbursable  costs  incurred  were  $4,167,- 
906.48,  and  taxes  paid  or  accrued  were  $22,591,110.82,  leaving  a net 
after -taxes  profit  of  $8,782,863.50,  as  contrasted  with  the  $44,423,014 
profit  reported  to  you  by  the  General  Accounting  Office.  Net  profits 


Approved  For  Release  2003/10/10  : CIA-RDP64B00346R000400060002-4 


Approved  ForlRelease  2003/10/10  : CIA-RDP64B00346R000400060002-4 

192  ' SHIPYARD  PROFITS 


averaged j $1,956,600  per  year  for  the  years  1941-1945,  inclusive,  and 
during  thiis  period  the  corporation  continuously  provided  up  to  $7,800,- 
000  for  the  conduct  of  this  business. 

Net  profits  were  0.89  of  1 percent  on  the  $919,000,000  value  of  the 
467  ships  produced  by  the  men  and  women  of  the  California  Shipbuild- 
ing Corpj  Net  profits  amounted  to  less  than  1.5  percent  of  the  yard’s 
costs  for  jhe  work  done  by  us,  which  figure  excludes  the  value  of  mate- 
rials furnished  by  the  Maritime  Commission  or  any  other  Government 
agency,  or  the  cost  of  the  facilities. 

Those  responsible  for  Calship  are  proud  of  its  record.  Year  after 
year,  operating  three  shifts  per  day,  7 days  a week,  we  produced  ships 
in  unprecedented  numbers  and  at  low  cost,  and  delivered  them  to  the 
armed  services  when  they  were  needed  to  carry  the  fight  to  the  battle- 
fields of  flie  world.  In  doing  so  the  stockholders  placed  in  the  service 
of  the  yajrd  a vast  number  of  executives,  engineers,  superintendents, 
and  workmen,  all  of  whom  represented  the  real  assets  and  resources 
of  this  western  group.  The  skill  and  ability  of  these  men  and  their 
sincerity  of  purpose  in  serving  the  country’s  needs  produced  the  ships 
without  which  the  war  would  have  been  lost. 

The  Chairman.  Is  that  the  conclusion  of  your  statement? 

Mr.  McCone.  Yes,  sir. 

The  Chairman.  Mr.  Coles,  in  interrogating  the  witness,  please  omit 
facts  already  shown  by  the  inquiries  and  things  of  that  kind.  W e want 
to  proceed  as  rapidly  as  possible.  . . 

Mr.  Coles.  Mr.  McCone,  are  the  companies  which  were  the  majority 
stockholders  in  Calship  basically  the  same  companies  that  were  the 
majority:  stockholders  in  the  four  yards  concerning  which  Mr.  Kaiser 
has  testified? 

Mr.  MpCoNE.  Yes,  sir. 

Mr.  Coles.  They  are? 

Mr.  McCone.  I would  like  to  read  the  names  of  those  companies. 

The  C&airman.  I think  it  would  be  better. 

Mr.  McCone.  There  have  been  so  many  different  companies,  but  the 
companies  originally  involved  in  the  formation  of  the  Calship  were 
the  Todd  Shipyard  Corp..  the  Henry  J.  Kaiser  Co.,  the  J.  F.  Shea 
Co  Inc,,  the-W.  A.  Bechtel  Co.,  the  General  Construction  Co.,  the 
Kaiser  Co.,  Inc.,  Bechtel-McCone-Parsons  Corp.,  which  incidentally 
for  the  record,  the  name  has  since  then  been  changed  by  the  deletion  of 
the  name  Parsons,  but  it  is  the  same  corporation.  The  Utah  Construe- 
tion  Co.,'  Marrison-Knudson  Co.,  Inc.,  MacDonald  & Kahn,  Inc.,  the 
Pacific  Bridge  Co. 

Mr.  Coles.  When  the  company  was  first  incorporated,  $100,000  was 
paid  in  as  capital  stock;  is  that  correct? 

Mr.  McCone.  That  is  correct. 

Mr.  Coles.  Subsequently,  by  stock  dividend,  it  was  increased  to 
$500,000;  is  that  correct? 

Mr.  McCone.  That  is  right^-about  a year  later. 

Mr.  Coles.  And  was  that  stock  dividend  a transfer  of  moneys  from 
surplus  out  of  profits  into  the  capital-stock  account  ? 

Mr.  McCone.  That  is  correct.  Yes.  . . 

Mr.  Coles.  Now,  you  spoke  also  of  the  stockholders’  loans  originally 
of  $700,000.  Was  interest  paid  on  those  loans  ? 

Mr.  McCone.  No;  they  were  non-interest-bearing. 
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Mr.  Coles.  When  were  they  repaid  ? 

Mr.  McCone.  I think  in  December  1945. 

Mr.  Coles.  You  also  spoke  of  other  stockholders’  loans  which  were 
paid  and  made  out  of  dividends.  Were  those  dividends  declared  out 
of  shipyard  profits? 

Mr.  McCone.  There  was  an  additional  loan  of  $500,000  of  subordi- 
nated non-interest-bearing;  loans,  which  were  not  paid  out  of  dividends 
but  were  additional  subscribed  capital  that  came  from  the  stockholders 
from  other  sources. 

Mr.  Coles.  And  when  were  those  loans  repaid? 

Mr.  McCone.  Those  loans  were  repaid  during  1945, 1 believe. 

Mr.  Coles.  How  much  money  was  lent  from  stockholders’  loans,  paid 
out  on  dividends  ? 

Mr.  McCone.  There  was  a million  and  a half  dollars  made  in  the 
way  of  stockholders’  loans  out  of  dividends. 

Mr.  Coles.  What  was  the  total  amount  of  your  bank  loans  ? 

Mr.  McCone.  $4,000,000. 

Mr.  Coles.  And  was  interest  paid  on  the  bank  loans  ? 

Mr.  McCone.  Interest  was  paid  on  the  bank  loans  in  excess  of 
$1,400,000.  . The  interest  on  the  first  $1,400,000  was  not  reimbursed 
by  the  Maritime  Commission. 

Mr.  Coles.  Was  the  interest  on  the  other  bank  loans  reimbursed  by 
the  Maritime  Commission  ? 

Mr.  McCone.  On  the  bank  loans  in  excess  of  $1,400,000,  was  reim- 
bursed by  the  Maritime  Commission.  Now,  may  I add,  therefore,  the 
Maritime  Commission  did  not  reimburse  interest  on  any  stockholders’ 
loans  nor  on  the  first  $1,400,000  of  bank  loan. 

Mr.  Coles.  What  was  the  total  cost  to  the  Government  of  building 
your  yard? 

Mr.  McCone.  Some  $25,000,000.  I think  you  have  the  figure. 

Mr.  Coles.  Yes 

Mr.  McCone.  The  figure  in  that  report  is  the  correct  figure. 

Mr.  Coles.  How  much  of  the  moneys  of  your  corporation  were 
invested  in  the  phvsical  yard  ? 

Mr.  McCone.  Very  little,  very  little. 

Mr.  Coles.  Can  you  estimate  what  it  was  ? 

Mr.  McCone.  I tried  to  get  that  figure  so  I would  have  it,  but  I 
did  not  get  it ; but  it  was  a very  small  amount. 

Mr.  Coles.  So  that  in  effect  all  of  the  capital  which  you  have 
spoken  of  was  used  to  finance  your  operations  pending  reimburse- 
ment by  the  Government,  is  that  correct  ? 

Mr.  McCone.  That  is  correct,  and  to  finance  corporate  and  operat- 
ing expenses  of  a nonreimbursable  nature. 

Mr.  Coles.  But  the  nonreimbursements  I think  you  stated  were  a 
compartively  small  amount  of  your  contracts  and  profits,  is  that  true* 

Mr.  McCone.  There  were  $4,100,000.  That  may  bo  a small  amount 
percentagewise,  but  it  is  a good  deal  of  money. 

Mr.  Coles.  Did  your  contract  provide  that  your  company  would 
build  the  yard  for  the  Maritime  Commission,  at  the  Maritime  Com- 
mission’s expense? 

Mr.  McCone.  Yes;  I think  that  is  correct. 

Mr.  Coles.  Did  it  also  provide  that  you  would  not  be  paid  any 
fee  or  profit  for  the  building  of  that  yard  ? 
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Mr.  McCone.  $1  or  $2 ; but  I do  not  think  that  we  ever  got  it. 

Mr.  Coles.  Who  did  the  actual  building  of  the  yard  ? 

Mr.  McCone.  The  California  Shipbuilding  Corp.  did  a large  part 
of  it.  The  fact  is  they  did  it  all,  subcontracting  specialty  operations. 

Mr.  Coles.  Did  they  subcontract  part  of  their  building  to  the 
Bechtel-McCone-Parsons  Corp.  ? , 

Mr.  McCone.  They  subcontracted  the  engineering  to  the  Bechtel- 

McCone-Parsons  Corp.  . 

Mr.  Coles.  And  that  corporation  was  a major  stockholder  m 

Calship,  was  it  not  ? 

Mr.  McCone.  Yes. 

Mr.  Cops.  What  fee  did  they  pay  the  Bechtel-McCone-Parsons 
Corp.  for ;their  engineering? 

Mr.  McCone.  The  understanding  was  that  that  work  would  be 
done  at  absolute  cost.  An  estimate  of  the  cost  was  made  and  a figure 
of  $100,000  was  agreed  to. 

Mr.  Coles.  As  the  cost  or  as  a f ee  ? 

Mr.  McCone.  As  the  cost.  There  was  no  fee.  how,  after  the 
work  wassail  completed,  the  Maritime  Commission  auditors  reviewed 
Bechtel-McCone-Parsons’  costs  and  renegotiated  the  amount,  so  that 
they  determined  to  their  satisfaction,  and  to  ours,  that  the  moneys 
paid  to  the  Bechtel-McCone  Corp.  were  representative  of  their  cost, 
and  cost  only,  for  the  work  done,  with  no  addition  for  general  or 
administrative  overhead  or  for  profit. 

Mr.  Cops.  Were  any  fees  paid  to  subcontractors? 

Mr.  McCone.  No ; I do  not  think  so. 

Mr.  Cops.  Were  any  profits  paid  to  subcontractors? 

Mr.  McCone.  Oh,  yes.  There  must  have  been. 

Mr.  CopES.  Were  any  of  the  subcontractors  affiliates  of  any  of  the 
stockholders  in  Calship  ? 

Mr.  McCone.  No. 

Mr.  Ccles.  Now,  the  figures  we  have,  to  get  through  this  rather 
rapidly,  show  that  the  total  contracts  of  your  company  amounted  to 
$990,000,600,  and  of  those,  $170,000,000  were  selective-price  and  $216,- 
000,000  Were  lump-sum.  Were  those  selective-price  or  lump-sum  con- 
tracts conversions  from  other  forms  of  contract,  or  were  they  actually 
signed  after  certain  ships  had  been  partially  or  fully  completed? 

Mr.  McCone.  The  contracts  came  in  three  classifications : One  was 
cost-plus-a-fixed-fee  contract,  which  were  completed  as  cost-plus-a- 
fixed-fee  contract.  Then  we  entered  a cost-plus-a-fixed-fee  contract 
which  wajs  changed  very  radically  during  its  operation,  and  the  initial 
part  of  it  was  converted  into  a lump-sum  contract  after  completion 
of  the  vessels  involved.  The  balance  of  it  was  canceled  and  the  ves- 
sels that  Were  canceled  were  added  to  a subsequent  selective-price  con- 
tract by  amendment.  . 

Mr.  Coles.  At  the  time  of  the  conversion  was  the  price  of  the  ves- 
sels known,  or  approximately  known? 

Mr.  McCone.  At  the  time  of  conversion  to  the  lump-sum  contract 
the  price  was  known. 

Mr.  CdiLES.  So  there  was  no  risk  of  loss  on  the  lump-sum  contract, 

was  there?  . , 

Mr.  McCone.  No  ; and  the  earned  fees  were  known,  and  the  lump 
sum  was; arrived  at  by  accumulating  the  cost  and  adding  the  earned 
fees  undqr  the  fixed-fee  contract. 
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Mr.  Coles.  Now,  were  the  cost-plus  contracts,  79  ships,  converted 
after  18  of  those  vessels  had  been  completed,  that  you  can  recall? 

Mr.  McCone.  No. 

Mr.  Coles.  It  is  a rather  difficult  question. 

Mr.  McCone.  No. 

Mr.  Coles.  You  cannot  recall? 

Mr.  McCone.  Oh,  I can  recall.  It  was  not  done. 

Mr.  Coles.  Now,  of  the  total  cost,  I note  that  $389,000,000  worth 
of  material  was  supplied  by  the  Government,  is  that  correct,  or  ap- 
proximately correct? 

Mr.  McCone.  Where  is  the  schedule?  Yes;  that  is  about  right. 

Mr.  Coles.  What  was  the  total  of  the  material  and  services  fur- 
nished by  the  contractor  ? 

Mr.  McCone.  About  601  million. 

Mr.  Coles.  Wero  you  reimbursed  for  that  $601,000,000? 

Mr.  McCone.  Yes. 

Mr.  Coles.  Did  that  $601,000,000  include  all  material? 

Mr.  McCone.  My  attorney  says  the  answer  to  that  question  was, 
we  were  reimbursed,  or  it  was  allowed  in  cost  in  the  selective-price 
contract. 

Mr.  Coles.  Were  you  reimbursed,  or  were  all  labor  costs  reim- 
bursed ? 

Mr.  McCone.  Yes,  yes. 

Mr.  Coles.  And  the  interest  on  borrowed  capital,  over  and  above 
the  $1,400,000  bank  loans,  was  reimbursed? 

Mr.  McCone.  I believe  that  is  correct. 

Mr.  Coles.  Did  any  of  your  executives  receive  management  salaries 
which  were  reimbursed  by  the  Commission  ? 

Mr.  McCone.  The  executives  of  our  company  that  were  engaged 
directly  in  the  operation  of  the  yard,  allocating  their  time  to  the  yard 
operations  and  thereby  relieving  themselves  of  responsibilities  in  con- 
nection with  other  operations,  were  reimbursed  in  a manner  agreed 
to  with  the  Maritime  Commission. 

Mr.  Coles.  And  that  was  paid  for  with  Government  funds? 

Mr.  McCone.  That  is  correct. 

Mr.  Coles.  Now,  how  long  did  it  take  normally  before  you  were 
reimbursed  for  the  money  you  had  laid  out  ? 

Mr.  McCone.  In  the  early  days  before  procedures  were  established 
the  delays  ran  as  long  as  several  months.  After  procedures  were 
established  and  the  Maritime  Commission  installed  reimbursement 
officers  on  the  west  coast,  and  a few  other  things,  the  reimbursement 
cycle  got  down  to  about  3 weeks,  I think. 

Mr.  Coles.  Now,  during  that  time,  pending  reimbursement,  you 
were  in  the  position  of  a creditor  of  the  Government,  much  like  a bond- 
holder, were  you  not  ? 

Mr.  McCone.  Well,  I do  not  know.  We  had  a claim  against  the 
Government.  I do  not  know  the  status  of  a bondholder. 

Mr.  Coles.  And  the  claim  against  the  Government  was  financed  by 
the  money  which  you  had  in  the  corporation,  is  that  correct? 

Mr.  McCone.  That  is  correct. 

Mr.  Coles.  I would  like  to  ask  the  same  question  that  I asked  Mr. 

Kaiser,  Mr.  McCone:  With  material  supplied  by  the  Government  or 
paid  for  by  the  Government,  with  labor  paid  for  by  the  Government, 
with  interest  on  borrowed  capital  over  a certain  amount  paid  for  by  the 
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Government,  with  management  salaries  paid  for  by  the  Government, 
with  nonreimbursables  small  and  the  period  of  waiting  for  reimburse- 
ment comparatively  small,  what  were  the  fees  and  profits  paid  for  ? 

Mr.  McCone.  For  building  the  ships.  Now,  I would  like  to  reply 
to  that  question  in  this  way : that  during  this  war,  and  during  the  last 
war,  also!  it  became  obvious  that  the  ships  that  were  needed  to  win 
the  war  could  not  be  built  by  the  old,  established  shipbuilding  in- 
dustry. There  is  evidence  on  top  of  evidence  of  the  fact  that  the 
established  shipbuilding  industry  was  not  equipped  prior  to  this  war, 
nor  were  they  equipped  prior  to  the  last  war,  to  do  the  job.  Therefore, 
the  Maritime  Commission  was  forced  to  call  upon  engineering  con- 
tracting firms.  About,  75  percent  of  the  entire  ships  of  the  maritime 
program  and  a great  percentage  of  the  Navy’s  program  was  handled 
by  engineering  contracting  companies  versus  old-line  shipbuilders. 

The  same  was  true  in  the  last  war,  and  you  will  remember  that  the 
Stone-Webster  Co.,  one  of  the  outstanding  engineering  contracting 
companies  in  the  United  States,  built  and  managed  the  Hog  Island 
yard,  which  produced  the  substantial  percentage  of  the  ships  during 
'that  war.  Now,  an  engineering  contracting  company  is  a service  com- 
pany. They  provide  sufficient  money  to  carry  on  their  business,  but 
they  make  their  profit  and  they  conduct  their  business  on  the  basis 
of  the  service  that  they  are  able  to  offer.  Their  life  in  trade  is  not 
the  money  that  they  have  in  the  bank  but  is  the  men  and  the  experience 
and  the  know-how  that  they  have,  and  it  is  that  which  the  Maritime 
Commission  employed.  It  was  that  which  Admiral  Vickery  sought 
when  he  sought  us,  and  it  was  that  asset  and  that  asset  alone  which 
made  thej  shipbuilding  program  the  success  that  it  was. 

Mr.  Coles.  Mr.  McCone,  are  you  not  in  effect  saying  that  your  com- 
pany was  the  manager  of  a Government-owned  yard,  and  this  fee  was 
a management  fee? 

- Mr.  McCone.  That  is  one  way  to  put  it. 

Mr.  Co|les.  Is  it  a correct  way  of  putting  it? 

Mr.  McCone.  It  was  more  than  that. 

Mr.  Coles.  Would  you  explain  in  what  way  it  was  more? 

Mr.  McCone.  Well,  yes.  If  you  employ  a management  firm,  he 
puts  up  r,o  money  at  all;  he  puts  up  no  organization  at  all.  He  steps 
in  as  an  employee — a paid  employee,  really — and  for  a fee,  does  a 
service  that  a paid  manager  might  do. 

The  Chairman.  Let  us  get.  the  facts.  Ho  not  argue  about  what  the 
conclusions  are.  We  can  find  those.  The  committee  can  find  those. 

Mr.  McCone.  So  it  is  not  correct  to  say  that  this  was  purely  a man- 
agement fee. 

Mr.  C<!iles.  It  was  management  plus  a return  on,  investment,  with- 
out risk,  js  that  it  ? 

Mr.  McCone.  Plus  the  employment  of  a managerial  ability  and  a 
great  experience  in  technique. 

Mr.  Coles.  Were  those  managerial  salaries  not  reimbursed  by  the 
Commission  as  salaries? 

Mr.  MbCoNE.  The  job-management  salaries  were  reimbursed,  but 
no  salaries  were  reimbursed  at  all  for  the  vast  amount  of  executive, 
planning,  engineering,  and  managerial  experience  and  talent  that  was 
devoting  its  attention  to  this  program,  and  who  were  not  on  the  job. 

Mr.  Coles.  So  that  the  $35,000,000  in  fees  after  renegotiation  but 
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before  taxes  was  paid  for  that  super-holding-company  management, 
is  that  your  thought  ? 

Mr.  McCone.  Building  the  ships  is  what  it  was  paid  for. 

Mr.  Coles.  Well,  the  thing  that  I cannot  get  is,  the  men  in  the  yard 
who  managed  the  yard  and  built  the  ships  were  paid  salaries  and  re- 
imbursed by  the  Commission.  Now,  I cannot  see  what  the  $35,000,000 
after  renegotiation  but  before  taxes  was  paid  for.  I cannot  see  that, 
and  I wish  you  would  explain  it,  if  you  can. 

The  Chairman.  Isn’t  that  a matter  of  conclusion  to  be  drawn  by 
the  committee  rather  than  the  witness  ? , , 

Mr.  Coles.  I think  so,  Mr.  Bland,  but  I thought  that  the  witness’s 
views  would  be  helpful. 

_ The  Chairman.  We  want  to  get  along.  We  do  not  want  to  waste 
time. 

Mr.  McCone.  Of  course,  may  I add  that  you  are  overlooking  in  that 
line  of  thought  the  fact  that  a substantial  percentage  of  the  contracts 
done  in  this  yard  and  other  yards  were  on  a selective  price,  which  in 
effect  was  a fixed-price  profit-limited  contract  on  which  the  contractor 
took  the  full  responsibility  for  any  overruns. 

Mr.  Coles.  And  were  those  selective-price  contracts  not  converted 
after  part  of  the  ships  had  been  built,  so  that  the  approximate  cost 
was  known  ? 

Mr.  McCone.  No ; I do  not  believe  that  is  correct. 

Mr.  Coles.  Could  you  give  us  a break-down  of  that,  in  which  con- 
tracts were  converted  from  different  forms  of  ship  contracts? 

Mr.  McCone.  Well,  in  the  instance  of  Calship,  18  ships  which  were 
under  construction  were  deleted  from  a cost-plus-a-fixed-fee  contract 
and  added  to  a subsequent  selective-price  contract,  and  at  the  time  of 
that  conversion  the  selected  price  on  those  18  ships  was  used.  Now,  as 
a matter  of  fact,  had  those  18  ships  been  built  under  the  fixed- fee  con- 
tract, the  fees  earned  on  those  18  ships  with  the  bonuses  for  delivery  ’ 
and  man-hour  performance  would  have  been  $100,000  per  ship.  Actu- 
ally the  fees  on  those  18  ships  under  the  selective-price  form  of  con- 
tract were  $95,330  per  ship. 

Mr.  Coles.  Would  the  cost-plus  foes  have  been  subject  to  renegotia- 
tion ? 

Mr.  McCone.  Yes,  sir. 

Mr.  Coles.  Were  the  selective-price  fees  subject  to  renegotiation? 

Mr.  McCone.  No,  sir. 

Mr.  Coles.  They  were  not?  In  other  words,  you  were  removing 
renegotiation  by  putting  them  in,  is  that  correct?  ” 

Mr.  Chairman.  Next  witness. 

Mr.  McCone.  We  were  not  removing  it.  The  Maritime  Commis- 
sion was  removing  it. 

Mr.  Coles.  Transferring  it?  Did  you  approve  conversion  to  selec- 
tive price? 

Mr.  McCone.  After  a great  deal  of  resistance.  The  fact  is  we 
resisted  it  for  ayear. 

Mr.  Coles.  Mr.  McCone,  the  Government  put  in  $25,000,000  to  the 
building  of  this  yard.  At  the  time  of  the  completion  of  the  contract, 
was  there  any  Government-owned  shipbuilding  material  in  the  Cali- 
fornia Shipbuilding  Co.’s  yards? 

Mr.  McCone.  There  was. 
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Mr.  Coles.  What  was  the  value  of  that,  approximately,  if  you  can 
estimate  it? 

Mr.  McCone.  I cannot  estimate  it.  I do  not  know. 

Mr.  Coles.  It  has  been  estimated  to  us  as  $14,000,000.  Would  you 
say  that  would  be  an  approximation  which  might  be  accurate  ? 

Mr.  McCone.  That  might  be  what  the  original  cost  of  it  was,  but 
the  value  pf  a large  percentage  of  it  was  nothing. 

Mr.  Coles.  The  original  cost? 

Mr.  MpCoNE.  The  original  cost  might  have  been  in  that  order. 

I do  not  fefnow  that. 

Mr.  Coles.  Did  the  California  Shipbuilding  Co.  purchase  this  yard 
from  the  Government  as  surplus  property? 

Mr.  McCone.  No ; we  did  not  purchase  it.  We  did,  however,  acquire 
the  ownership  of  the  yard  and  the  surplus  property  of  the  Government 
that  was  at  the  yard. 

Mr.  Coles.  Did  you  pay  any  money  for  this  shipyard  and  the  sur- 
plus property  in  the  yard  when  you  acquired  it  from  the  Government? 

Mr.  McCone.  We 'relieved  the  Maritime  Commission  of  all  of  their 
obligatiorts  and  responsibilities  for  the  restoration  of  the  site  that 
was  owned  by  the  Los  Angeles  Harbor  Board.  Now,  I would  like 
to 

Mr.  Coles  (interposing).  May  I interrupt  for  just  a moment  and 
ask  this  question : In  agreeing  to  remove  that  and  relieve  the  Govern- 
ment of  its  responsibilities,  did  you  receive  in  addition  to  this  yard  that 
had  cost  $25,000,000  and  this  material  which  may  have  cost  $14,000,000, 
an  additional  sum  of  $2,500,000  in  cash  ? . ; 

Mr.  McCone.  No  ; we  did  not  receive  an  additional  sum  of  $2,500,000 
in  cash,  but  we  did  receive  a revision  of  our  selective-price  contract 
under  wljich  the  amount  of  recapture  was  reduced  by  2 million 

dollars.  | , . 

Mr.  CcjLES.  So  in  effect  you  got  an  additional  2j/2  million  dollars. 

did  you  ? , 

Mr.  McCone.  You  might  put  it  that  'way. 

Mr.  CobES.  Would  you  say  that  for  the  record? 

Mr.  McCone.  Yes,  yes;  that  is  right.  Now  I would  like,  since  you 
have  asked  that  question — and  I do  not  have  much  of  the  detail  of  this 
matter  iij  my  mind,  and  so  told  you  before  coming  here — but  I think 
that  the  committee  should  understand  that  the  Government,  the  Mari- 
time Commission,  in  entering  the  contract  to  build  this  yard  t on 
Terminal  Island  built  it  on  properties  owned  by  the  Harbor  Board 
of  the  City  of  Los  Angeles.  Now,  the  location  of  the  yard  was  such 
that  it  stood  squarely  in  the  way  of  the  planned  development  of  the  Los 
Angeles  Harbor.  Therefore,  there  was  inserted  in  a clause  in  the  ship- 
building: company’s  lease  with  the  harbor  board  a provision  to  the 
effect  that  at  the  end  of  the  emergency  the  yard  would  be  removed  in  its 
entirety  and  the  ground  restored  in  every  detail  to  its  original  condi- 
tion. That  clause  was  worked  out  by  the  attorneys  for  the  harbor 
board  and  the  attorneys  for  the  Maritime  Commission  and  inserted  in 
our  contract  by  agreement  between  those  two  groups.  Our  contracts 
with  the  Maritime  Commission  provided  that  we  would  be  reimbursed 
any  and;  all  costs  involved  in  complying  with  that  request  or  with 
that  contract  stipulation.  That  was  estimated— and  I do  not  have 
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the  figures — but  many,  many  millions  of  dollars,  and  that  considera- 
tion was  the  reason  why  the  Maritime  Commission  initiated  the  plan 
and  requested  that  we  take  over  that  yard. 

Mr.  Coles.  Are  you  going  to  maintain  the  yard 

The  Chairman  (interposing).  I wonder,  Counsel,  how  much  longer 
counsel  is  going  to  proceed,  because  many  of  these  answers  will  be 
brought  up  on  interrogatories  by  members  of  the  committee,  and  then 
at  the  conclusion  of  their  interrogatories,  if  there  is  any  matter  that 
has  not  been  covered,  counsel  can  then  resume. 

Mr.  Coles.  This  is  my  last  question,  Mr.  Chairman. 

The  Chairman.  Very  well. 

Mr.  Coles.  Do  you  expect  to  continue  the  operation  of  this  yard  as  a 
shipyard? 

Mr.  McCone.  No,  sir.  In  fact,  this  arrangement  of  which  we  are 
speaking  definitely  provided  that  we  could  not  continue  it  as  a ship- 
yard, unless  and  except  with  a written  authority  of  the  Maritime 
Commission. 

Mr.  Coles.  And  you  will  return  this  property  in  its  original  condi- 
tion to  the  city  of  Los  Angeles  ? 

Mr.  McCone.  Yes ; or  otherwise  dispose  of  it. 

The  Chairman.  Mr.  Keogh. 

Mr.  Keogh.  Mr.  McCone,  was  not  the  conversion  of  a selective- 
price  contract  into  a lump-sum  contract  in  effect  carrying  out  the  pro- 
visions of  the  selective-price  contract,  especially  when  that  conversion 
took  place  when  the  costs  were  known  ? 

Mr.  McCone.  There  was  no  selective-price  contract  converted  into 
a lump-sum  contract,  Mr.  Keogh. 

Mr.  Keogh.  I thought  I understood  there  was. 

Mr.  McCone.  No;  there  was  a cost-plus-a-fixed-fee  contract  con- 
verted into  a lump-sum  contract. 

Mr.  Keogii.  Then  proceeding  from  that,  is  it  not  fair  for  me  at 
least  to  assume  that  in  the  conversion  of  any  contract  into  a different 
type  of  contract,  four  factors,  including  the  effect  of  the  conversion 
on  the  renegotiability  of  the  contract  price,  were  considered  by  both 
parties  to  the  contract?  Do  I make  myself  clear? 

Mr.  McCone.  No ; I do  not  understand  your  question. 

Mr.  Keogii.  Whenever  a contract  was  converted  from  one  type  into 
another,  is  it  not  fair  for  me  to  assume  that  all  factors,  including 
whether  any  phase  of  the  converted  contract  was  renegotiated  or  not, 
were  considered  by  both  parties  to  the  original  contract  in  agreeing 
to  the  conversion  ? 

Mr.  McCone.  Oh,  yes ; I think  that  both  parties  studied  the  problems 
very  carefully. 

Mr.  Keogii.  And  that  those  factors  reflected  themselves  in  the  final 
price  agreed  upon  in  the  converted  contract  ? 

Mr.  McCone.  Well,  yes;  I think  that  is  right;  yes.  Yes;  I think 
that  is  right. 

Mr.  Keogh.  In  other  words,  it  was  all  done  after  a full  and  frank 
and  open  discussion? 

Mr.  McCone.  Oh,  yes ; that  is  correct ; that  is  correct. 

Mr.  Keogii.  No  further  questions,  Mr.  Chairman. 

The  Chairman.  Mr.  Bradley. 
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Mr.  Bradley.  First  of  all,  Mr.  McCone,  I want  to  say  tliat  it  is 
very  refreshing  to  have  a witiiess  who  has  seemingly  all  the  facts  and 
figures  right  at  his  fingertips  and  who  can  answer  questions. 

Mr.  McCone.  Thank  you,  Mr.  Bradley  ; but  I think  our  picture  is 
not  so  complicated  as  some. 

Mr.  Bradley.  I am  not  casting  any  reflections  on  anybody,  but  I 
am  just  sajying  it  is  refreshing  to  have  a witness  who  apparently  can 
give  us  straightforward  answers  without  going  afield.  I understand 
that  these  figures  which  incidentally  were  referred  to  as  coming  from 
the  General  Accounting  Office  but  which  actually  were  submitted  to 
us  in  a letjter  from  Admiral  Smith,  Chairman  of  the  Maritime  Com- 
mission, ctime  from  the  Maritime  Commission.  They  were  referred 
to  by  the  witness  from  the  General  Accounting  Office,  but  they  were 
the  Maritime  Commission  figures,  not  the  General  Accounting  Office. 

Mr.  McCone.  Mr.  Bradley,  I do  not  want  to  take  exception  to  either 
the  figures  that  were  presented  in  any  detail — they  may  be  absolutely 
correct ; I do  not  know  that — but  this  I do  know,  and  that  is,  that  when 
either  the  Maritime  Commission  or  the  General  Accounting  Office 
report  to  ihis  committee,  and  also  reported  in  a way  that  it  has  spread 
throughout  the  Nation  on  the  radio  and  in  the  press,  the  fact  that 
the  shipbuilders  of  this  country  earned  certain  profits,  and  do  not 
include  ir|  those  figures  the  proper  deductions  for  renegotiation  for 
nonreimbursable  costs,  and  for  taxes  in  arriving  at  a net  profit  figure, 
that  the  reporting  authorities  deliberately  mislead  the  people  of  this 
country,  ajnd  I resent  it  very  much. 

Mr.  Bradley.  Very  well. 

Mr.  McjCoNE.  I will  say  this,  Mr.  Bradley,  if  I may  add,  that  if  a 
certified  public  accountant  in  reporting  on  the  affairs  of  a publicly 
owned  corporation  reported  as  many  half  truths  as  have  been  reported 
to  this  committee,  that  certified  public  accountant  would  violate  a 
very  sacred  obligation  to  the  public  and  would  in  my  opinion  be 
disallowed  from  further  practice  in  any  State  in  the  United  States. 

I cannot  understand  how  any  man  can  come  before  this  committee 
and  report  to  you  and  for  the  benefit  of  the  press  that  profits  run  into 
hundreds  | of  millions  of  dollars,  without  at  least  stating  the  facts  as 
regards  tljre  deductible  items,  including  taxes. 

Mr.  Bradley.  I think  your  statement  is  very  fair,  but  I also  heard 
statements  here  in  the  last  3 days  that  the  General  Accounting  Office 
and  the  Maritime  Commission’s  auditors  were  above  reproach,  and 
they  knew  all  the  answers,  and  everything  else  to  that  effect,  and  that 
they  should  have  been  able  to  give  us  an  accurate  report.  It  is  not 
our  fault  that  we  did  not  get  an  accurate  report. 

Mr.  McCone.  Again,  I would  like  to  say 

Mr.  Bradley  (interposing).  I notice  right  here,  for  instance,  m 
the  case  of  your  particular  yard,  under  this  exhibit  1,  that  has  gone 
into  this  record,  and  included  with  the  letter  from  Admiral  Smith, 
that  your  capital  is  reported  under  the  item  “Capital  investment  of 
shipyard  operator,”  at  $600,000.  Now,  you  have  clarified  that  as  far 
as  I am  concerned  by  reporting  now,  if  I understand  you  correctly, 
that  the  total  stockholders’  capital  invested  was  something  like  $3,300,- 
000 ; is  that  correct  ? 

Mr.  McCone.  That  is  correct  ; yes,  sir. 

Mr.  Bradley.  And  in  addition  to  that  you  initially  secured  some- 
thing lfitis  $4,000,000  of  bank  loans  for  working  capital. 
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Mr.  McCone.  That  is  correct ; yes,  sir. 

Mr.  Bradley.  Which,  of  course,  would  be  paid  back  as  it  was  used 
up  and  as  you  submitted  your  bills  to  the  Maritime  Commission,  which 
were  later  on  audited  by  the  General  Accounting  Office,  to  make  sure 
the  bills  were  paid  in  accordance  with  the  law. 

Mr.  McCone.  That  is  right. 

Mr.  Bradley.  Now,  did  I understand  you  correctly  that — and  as  I 
repeat  again,  I must  apologize  for  my  imperfect  hearing,  here;  I am 
trying  to  get  that  cleared  up,  and  I have  been,  for  3 days — do  I under- 
stand that  of  the  $4,000,000,  interest  was  paid  on  $1,400,000  by  you? 

Mr.  McCone.  No. 

Mr.  Bradley.  I did  not  get  that  figure. 

Mr.  McCone.  Interest  was  paid  by  us— by  the  corporation— on  the 
entire  $4,000,000. 

Mr.  Bradley.  In  what  amount? 

Mr.  McCone.  But  the  interest  on  the  borrowings  in  excess  of  $1,400,- 
000  was  reimbursed  to  us  as  part  of  the  costs. 

Mr.  Bradley.  In  other  words,  the  increase  of  $2,600,000  was  reim- 
bursed by  the  Maritime  Commission  ? 

Mr.  McCone.  Yes;  when  the  figures  went  up  to  4,000,000.  Some- 
times they  would  be  somewhat  less  than  that. 

Mr.  Bradley.  How  many  ships  that  you  originally  had  under  the 
cost-plus  contract?  which,  as  I understand  it,  went  through  under  the 
cost  plus,  were  paid  for  on  that  formula  ? 

Mr.  McCone.  I will  have  to  do  a little  addition  here.  I believe 
we  had  420  ships. 

Mr.  Bradley.  Then  the  original  contract  was  carried  out  on  a cost- 
plus  basis  ? 

Mr.  McCone.  On  several  contracts;  yes. 

Mr.  Bradley.  They  were  all  Libertys,  were  they,  primarily? 

o 7s.0  ’ dlere  were  306  Libertys,  30  Liberty-type  tankers, 

and  84  Victory  ships.  ’ 

Mr.  Bradley.  And  then  you  had  18  additional  that  started  out  at 
cost-plus  and,  after  they  were  completed,  they  were  changed  to  this 
selective  price  formula  ? . 

. Mr.  McCone.  No.  The  cost-plus-fixed-fee  contract  for  the  84  Vic- 
tory ships  went  through  several  changes.  First,  it  was  changed  from 
84  ships,  all  alike,  of  the  AP-3  type  to  32  AP-3’s,  34  AP-5  troons 
transports,  and  18  AP-3’s.  Then  it  was  changed  by  reducing  the  34 
transports  to  30  transports  and  reducing  tfe  toll  n3r  from 
IS  AP-3?s  were  changed  to  AP-25s 

Mr.  Bradley.  What  is  the  AP-2? 

J W M^Lone.  A Victory  ship  with  a 6,000-liorsepower  unit  in  it 
lather  than  8,500-horsepower  unit,  and  somewhat  different  in  its 
arrangements,  and  so  forth.  Then  the  corporation  entered  into  a 
contract  for  79  additional  AP-2’s  on  a selective  price  basis,  and  at 
that  time  or  thereabouts  the  18  AP-2’s  were  thrown  over  and  made 
a part  of  the  selective  price  contract. 

had  tiicw  not?Y'  BUt  theil'  costs  had  been  established  by  that  time, 

Mr.  McCone.  No;  they  were  in  process,  but  they  were  not  at  a 
P°mt  where  we  knew  what  the  cost  would  be.  " r 

Mr  Bradley.  You  must  have  known  pretty  close  to  it,  or  vou 
n ould  not  have  gone  into  these  other  79,  or  whatever  it  was  J 
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Mr.  McCone.  We  had  our  estimates.  . 

Mr.  Bradley.  You  were  familiar  enough  by  that  time  so  that 

you  knew , . , 

Mr.  McCone.  Oh,  yes ; we  could  forecast  our  costs,  barring  a great 
many  unforeseen,  which  we  all  feared  very  greatly.  But  the  cost 
was  not  established,  because  it  was  not  accumulated  on  the  completed 
vessels. 

Mr.  Bradley.  We  were  out  there  on  the  west  coast  in  1943—1  was 
not  there  at  your  yard  personally,  but  the  rest  of  the  committee  were— 
and  you  were  all  bedeviled  with  this  constant  changing  of  design. 

Mr.  Mct&ONE.  Yes.  ' ■ , ,,  , 

Mr.  Bradley.  On  this  question  of  the  removal  of  the  yard,  my 
understanding  from  questioning  by  counsel  is  that  it  was  the  Maritime 
Commission’s  obligation  to  restore  that  yard  to  its  original  prewar 

status.  IS  that  correct?  , ., 

Mr.  McCone.  No;  it  was  the  corporation’s  obligation  under  the 
regulations  of  the  harbor  board ; but  it  was  the  Maritime  Commission  s 
oblgation  to  reimburse  the  corporation  for  all  of  its  costs  incurred  m 

the  restoration.  . . 

Mr.  Bradley.  On  tho  sa.m6  basis  as  it  was  the  Maritime  Commis- 
sion’s  obligation  to  reimburse  you  for  constructing  the  yard  m the 
first  place!? 

Mr.  McCone.  That  is  correct.  . . . 

Mr.  Bradley.  As  directed  by  the  Maritime  Commission  ? 

Mi.  McCone.  Yes.  In  the  final  analysis  the  restoration  would  be 
directed  by  the  Los  Angeles  Harbor  Board;  that  is,  the  degree  of  it. 

Mr.  Bradley.  That  is  in  accordance  with  the  terms  ot  the  origmai 

contract? 

Mr.  McCone.  That  is  correct.  . . 

Mr.  Bradley.  Did  I understand  you  to  say  that  it  was  going  to  cost 

$25,000,000  to  restore  the  yard? 

Mr.  McCone.  No;  I did  not  say  that. 

Mr.  Bradley.  How  much  do  you  estimate? 

Mr.  McCone.  I do  not  know  what  the  estimates  are,  but  it  was  many 

millions.  I do  not  know  the  figure.  . . . . _ .,  . 

Mr  Bradley.  According  to  these  Maritime  Commission  figures,  that 
everybody  challenges— they  ought  to  know  the  cost  of  the  facilities— 
they  put  $25,213,000  into  that  yard.  But  you  have  no  idea  how  much 
it  is  goiijtg  to  cost  to  remove  that  yard  and  restore  things  to  their, 

Mr.  McCone.'  No ; we  do  not  know  that  and  will  not  know  the  actual 
cost  f or  some  time,  because  it  involves  the  removal  of  the  ways  and  the 
pulling  of  thousands  and  thousands  of  piles,  the  removal  of  thousands 
of  yards  of  concrete,  and  taking  up  all  the  pavement  and  all  the  under- 
ground pipe  and  utilities  and  railroad  tracks;  and  they  may  go  so 
far  as  to  have  the  channel  redredged  finally  after  it  is  all  done.  I can- 
not answer  that  question ; I do  not  know . W e hope  that  it  is  not  going 

t0Mr.  Bradley.  I understand  you  have  made  a deal  with  the  Maritime 
Commission  to  take  over  that  rebuilding? 

Mr.  McCone.  Yes. 

Mr.  Bradley.  Will  you  repeat  that  deal  i 

Mr  McCone.  Yes.  The  deal  that  was  proposed  by  the  Maritime 
Commission  and  accepted  by  us  involved  the  turning  over  to  us  at  no 
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cost  the  materials  and  the  facilities  to  become  ours  in  ownership  with 
Calship  accepting  the  full  obligations  of  the  lease,  and,  moreover,  re- 
lieving us  of  $2,500,000  of  a recapture  that  was  due  the  Maritime 
Commission. 

Mr.  Bradley.  In  other  words,  they  let  you  retain  that,  plus  every- 
thing in  the  yard  and  the  facilities  themselves  ? 

Mr.  McCone.  That  is  right. 

Mr.  Bradley.  Have  you  made  any  detailed  or  even  a rough  estimate 
as  to  the  amount  of  material  remaining  in  the  yard  that  is  salable  ? 

Mr.  McCone.  No,  sir.  I do  not  have  those  figures.  I asked  counsel 
if  he  wanted  me  to  have  them.  If  so,  I wanted  to  have' our  man,  the 
men  that  are  handling  that.  He  said,  no,  that  he  thought  it  not  neces- 
sary, but  subsequently,  if  the  committee  wished  to  go  into  it 

Mr.  Bradley.  I would  like  very  much  to  have  it  put  into  the  record 
later. 

Mr.  McCone.  I will  be  very  glad  to  submit  it  to  you. 

The  Chairman.  Then  if  we  want  to  examine  on  the  matter,  we  can. 

Mr.  Bradley.  Based  on  the  original  cost  and  the  estimated  salvage 
value. 

Mr.  McCone.  We  will  give  you  the  full  picture.  Of  course,  any 
figures  now  are  a very  rough  estimate. 

Mr.  Bradley.  Apparently  so,  according  to  radio  statements  and 
newspaper  reports. 

Mr.  McCone.  The  job  is  not  yet  done. 

Mr.  Bradley.  Again  I want  to  congratulate  you  on  your  very 
straightforward  testimony. 

That  is  all. 

The  Chairman.  Mr.  Keogh. 

Mr.  Keogh.  How  long  do  you  think  it  will  take  to  remove  the 
facilities  and  restore  the  property  to  the  harbor  commission? 

Mr.  McCone.  I would  think  it  would  take  another  year;  the  middle 
of  1947,  anyway. 

Mr.  Keogh.  That  is  all. 

The  Chairman.  Mr.  Weichel. 

Mr.  Weichel.  Mr.  McCone,  you  had  a cost-plus  contract,  a cost- 
minus  contract,  a lump-sum,  and  selective-price  contracts.  What  is 
the  selective-price  contract  ? 

Mr.  McCone.  We  had  no  cost-minus  contract,  Mr.  Weichel.  A 
selective-price  contract  is,  in  effect,  a fixed-price  contract,  the  price 
of  which  can  be  selected  within  certain  limits  by  the  contractor  in 
advance  of  starting  work  on  any  particular  ship.  Selective  price 
means  that  the  contract  price  is  established,  and  the  higher  the  price 
may  be  the  lower  the  fee  or  the  profit  that  the  contractor  is  permitted 
to  retain.  The  lower  the  price,  consequently,  the  cheaper  the  cost  of 
the  ship  to  the  Government.  The  higher  the  profit  that  the  con- 
tractor is  permitted  to  retain 

Mr.  Weichel.  You  do  not  moan  the  more  profit;  you  mean  the 
percent,  do  you  not  ? 

Mr.  McCone.  No.  . 

Mr.  Weichel.  The  higher  the  whole  cost  the  less  the  percent  would 
be,  and  the  less  the  entire  cost  the  higher  the  percent  would  be  of  the 
over-all  money? 

Mr.  McCone.  No.  Let  me  explain  it  this  way. 
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Mr.  Weichel.  Is  it  not  the  way  I stated  it? 

Mr.  McCone.  I do  not  understand  it. 

Mr.  Weiciiel.  If  the  total  cost  is  high,  the  percent  of  the  total  cost 
or  the  fee  i|s  lower ; and,  where  the  total  cost  is  less,  the  percent  of  the 
fee  is  higher.  Is  not  that  the  way  it  is  ? 

Mr.  McCone.  No  ; it  is  not  the  way  it  is. 

Mr.  W lichee.  You  tell  how  it  is. 

Mr.  McCone.  Take  a hypothetical  case,  a ship  that  the  Maritime 
Commission  would  estimate  to  cost  214  million  dollars.  The  con- 
tractor would  be  given  authority  to  select  a price  between  214  millions 
and  2%  millions.  I am  speaking  of  purely  hypothetical  figures. 

Mr.  WeIchel.  The  contractor  could  set  a price  over  it  or  below  it; 
is  that  correct  ? On  a 2i/a-millionrdollar  ship  they  would  set  the  price 
2%  millions  or  214  millions,  between  those  ranges? 

Mr.  McCone.  That  is  right. 

Mr.  Wetciiel.  Above  and  below  the  estimate  ? 

Mr.  McCone.  Yes.  If  the  contractor  came  in  and  said  he  wanted 
to  put  a pi  ice  of  2 % million  dollars  on  it,  then  he  would  be  permitted 
to  retain  maybe  $25,000. 

Mr.  Weighed.  Is  that  on  the  basis  of  a percent  of  the  2%  millions? 

Mr.  McCone.  No ; it  was  a fixed  amount. 

Mr.  WeIchel.  Not  a percent? 

Mr.  McCone.  That  is  right.  If  he  could  see  that  his  costs  were  less 
than  2%  ntillion  dollars,  selective  price,  then  he  would  be  able  to  retain 
a stipulated  profit  over  all  of  his  costs — — 

Mr.  Weiciiel.  If  it  was  less  than  the  2 14  or  less  than  the  2%  ? 

Mr.  McCone.  Two  and  three-quarters.  The  man  would  select  a 
price  of  2%  million  dollars.  That  is  the  price  for  that  contract. 
Then  the  shipbuilder  and  the  contractor  have  a contract  to  build  a 
ship  under  conditions  where  the  contractor  will  receive  his  costs  and 
a profit  agreed  upon,  which  may  be  $25,000  or  $50,000.  There  was  a 
schedule.  ; If  the  costs  exceeded  2%  million  dollars,  the  contractor 
would  pay!,  and  would  not  be  reimbursed,  for  all  costs  in  excess  of  the 
2%  milliop  dollars.  If  the  costs  were  less  than  2%  million  dollars, 
the  Maritime  Commission  would  recapture  the  difference  between  the  ! 
actual  costs  and  the  2%  million  dollars,  the  contractor  retaining  only 
the  agreed  fee.  Now,  if  the  contractor  selected  a price  of  2'!4  million 
dollars,  the  fee  which  he  would  be  permitted  to  retain  would  be  in- 
creased and  agreed  upon.  It  may  be  $125,000.  Then  if  the  costs  of 
the  contractor  exceeded  214  million  dollars  the  contractor  would  be 
liable  for  all  costs  in  excess  of  214  million  dollars.  If  the  costs  were 
less  than  214  million  dollars,  the  Government  would  recapture  the  dif- 
ference between  his  costs  and  the  2 14  million  dollars,  with  the  con- 
tractor retaining  only  the  fee  which  was  agreed  upon. 

Do  I m^ke  it  clear  ? 

Mr.  Wbichel.  You  were  building  Liberty  ships  out  there,  were 
you  not  ? 

Mr.  McCone.  Yes. 

Mr.  Weiciiel.  How  many  did  you  build  ? 

Mr.  McCone.  Three  hundred  and  six.  > 

Mr.  Weichel.  On  what  basis  did  you  build  those,  at  what  price — 
$1,500,000-  apiece  or  what  ? 

Mr.  McCone.  They  were  on  a cost-plus-a-fixed-fee  basis. 
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,,  Mr.  Weichel.  What  did  you  get  for  each  one  of  the  Liberty  ships 
in  the  way  of  a fee  for  each  one  of  those  ships  that  you  built  out 
there?  What  was  the  fee  you  got  on  each  ship  of  those  330? 

Mr.  McCone.  Well,  on  the  first  contracts  the  fee  provided  was 
s]h1O5OO0j  and  under  a system  of  bonuses  and  penalties  for  overrunning 
^ in  man-hours  and  delivery  the  fee  could  be  increased 

to  $140,000  or  decreased,  as  I remember  it,  to  $60,000.  A formula 
up>  Tliere  was  a maximum  of  $140,000  and  a minimum  of 

$011,000. 

Mr.  WeiciiEl.  That  is  on  the  Liberty  ships? 

Mr.  McCone.  Yes.  Now,  in  subsequent  contracts 

Mr.  Weichel.  Wait  a moment.  I want  to  ask  you  right  there  how 
many  were  decreased  to  $60,000  ? 

$ 6 (M)0 0MCCONE'  ^ °Ur  ^ ships  they  "were  all  decreased  to 

Mr.  Weiciiel.  The  first  55  you  got  $60,000  apiece  as  a fee? 

Mr,  McCone.  That  is  correct. 

tm1’’  W™1'-  After  all  expenses  and  everything  else  were  paid? 

. Mr.  McCone.  No;  wait  a minue.  That  was  not  after  all  expenses, 
because  there  were  items  of  nonreimbursable 

i Jf7*  ^ $4,000,000  nonreimbursables,  and  you 

$53, 000, 000.  Tllc  hrst  55  you  got  $60,000  apiece  as  a fee? 
b or  55,  according  to  the  formula  in  the  contract,  we 
Tir 00  aPiec®v  As  a result  of  renegotiation  that  was  reduced. 

Mr.  Weiciiel.  1 ou  got  $60,000  apiece  in  the  first  instance,  and  then 
renegotiation  reduced  it  some  more? 

Mr.  McCone.  Yes;  to  $49,116.12. 

Mr.  Weichel.  There  were  330  altogether,  you  said? 

. Mr.  McCone.  Yes. 

?n  fe ™st  °f  the  330  ■ did  you  get  $150,000  apiece 
or  $110,000  apiece?  Which  did  you  say  ? 

Mr.  McCone.  On  the  next  contract  of  109  ships  the  fee  remained 
l1!™™1"11  of  $6°{}0°  and  a maximum  of  $140,000.  On  a base  fee 
° W 0 we  earned  on  that  contract  the  maximum  fee. 

TN-  Weichel.  On  the  next  60  you  got  $140,000  apiece  ? 

Mr,  McCone.  No  ; the  next  109. 

x?'  )TErtGI,El>' -,9n  next  109  shiPs  y°u  gQt  $140,000  apiece? 

Mr.  McCone.  We  did  not  get  it;  we  earned  it. 

ship  ?'  WEICHEL'  According  to  the  schedule  it  was  $140,000  for  each 

^C0NEi.  Ycs ; but  throuSh  renegotiation  it  was  reduced  to 
$ i b,043.0  ( per  ship. 

reduc'ed't^what"? ^ ^ 0neS  that  you  got  $60’000  apiece  on  were 
Mr.  McCone.  To  $49,116.12. 

Mr.  Weichel.  And  these  were  reduced  from  $140,000  to  $76,000, 
about  one  half  ? / ’ . 

Mr.  McCone.  Yes. 

,,  Mr;,  Weicilel.  Why  were  they  not  reduced  to  $49,000  apiece  like 
the  others?  You  were  making  them  faster  and  bigger  and  better,  due 

°f  M-r-  ;Faiser  and  everything,  and  you  made 
them  so  fast  that  they  cut  it  from  $140,000  to  $76,000.  men  your 
efficiency  was  not  so  good  and  you  were  just  feeling  your  way,  they 
03488—46—14 
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■reduced  it  from  $60,000  to  $49,000.  Why  were  not  all  of  them  cut 
to  $49,000  if  everybody  was  so  sincere  and  earnest  m this  thing f 
Mr.  McCone.  The  reason  was  this,  that  the  Benegotiation  Board 
of  the  Maritime  Commission  analyzed  the  performances  of  all  of  the 
yards  and  related  them  one  to  the  other  in  trying,  to  establish  some 
degree  of  uniformity  in  this  matter  of  renegotiation.  It  happened 
that  “Cal  Ships’  ” performance  after  the  first  55  ships  was  very  excel- 
lent, as  many  records  will  show,  and  as  a consequence,  when  the  re- 
negotiation of  the  subsequent  ships  came  up  in  relation  to  other  yards, 
we  were  in  better  shape  than  we  were  at  first.  . „ 

Mr.  WJhchel.  But  if  the  honest  amount  was  $49,000  for  the  gov- 
ernment to  pay  on  the  ships,  and  they  said  $49,000  was  enough,  I 
cannot  understand  increasing  it  $21,000  apiece,  when  the  Government 
owned  everything,  just  for  your  efficiency.  If  $49,000  was  good  then, 
it  should  have  been  good  in  the  future. 

All  rig  tit.  What  was  the  next  contract? 

Mr.  McCone.  The  next  contract  was  for  60  ships. 

Mr.  Weichel.  What  was  the  maximum  on  those? 

Mr.  McCone.  I do  not  have  that.  I will  have  to  get  the  figures 
on  that. 

The  Chairman.  Do  you  have  the  figures  available  ? 

Mr.  McCone.  The  information  on  these  contracts  has  been  submit- 
ted to  counsel.  . . . 

The  Chairman.  I know,  but  the  Member  desires  to  have  it  now. 
Are  the  data  available  so  that  you  can  give  the  facts  ? 

Mr.  McCone.  Yes.  On  that  contract  the  minimum  fee  was  $60,000 
per  vessel  and  the  maximum  fee  was  $140,000. 

Mr.  Weiciiee.  That  is  on  the  third  batch  of  ships.  The  first  was 
55,  then  109,  and  now  come  60  ships.  The  maximum  was  $140,000 
each? 

Mr.  McCone.  That  is  correct. 

Mr.  Weiciiel.  Was  that  renegotiated? 

Mr.  McCone.  That  is  right. 

Mr.  Weichel.  What  was  that  renegotiated  to  ? 

Mr.  McCone.  It  was  renegotiated  from  $140,000  down  to  $69,499.57. 
Mr.  Weichel.  Just  50  cents  less  than  the  other  ones.  All  your 
experience  in  building  55  ships  and  getting  $60,000  apiece  and  getting 
it  cut  down  to  $49,000,  and  then  building  109.  and  cutting  it  from 
$140,000  apiece  to  $70,000  apiece,  and  then  on  the  next  60,  knowing 
it  would  be  cut  to  $70,000,  they  still  give  you  a contract  at  $140,000, 
and  then  they  cut  it  back  50  cents  a ship.  That  is  remarkable.  Is 
that  true  ? 

Mr.  McCone.  May  I have  the  question  repeated,  please? 

Mr.  Weichel.  It  is  a little  more  than  50  cents ; it  is  $104.  That  is 
what  it  [was  cut  to  on  the  second  60  ships.  With  all  of  the  previous 
building  in  the  two  other  contracts  and  all  the  experience,  that  was 
the  best  they  could  figure  it.  Was  that  third  contract  forced  on  you 
for  that  amount  ? 

Mr.  McCone.  The  answer  to  that,  Mr.  Weichel,  is  that  these  con- 
tracts Were  renegotiated  by  groups  rather  than  by  particular  contract, 
and  the  division  came  out  in  this  way. 

Mr.  Weiciiel.  But  they  forced  a third  contract  on  you  at  $140,000 
apiece,  having  just  finished  with  a contract  for  109  ships  at  $140,000 
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apiece  which  was  cut  to  $70,000 ; and  after  this  vast  Kaiser  experience 
they  forced  another  contract  on  you  for  $140,000  apiece.  What  was 
the  reason  for  forcing  it  on  you  like  that  ? 

Mr.  McCone.  That  yard  was  producing  ships  in  great  number. 

Those  ships  were  needed,  and  the  Maritime  Commission  sought  to 
place  contracts  where  they  would  get  the  most  ships  in  the  shortest 
time.  That  was  their  purpose. 

Mr.  Weiciiel.  But  just  having  built  109  ships  at  $140,000  apiece, 
it  would  seem,  with  this  ingenuity  of  Mr.  Kaiser  and  the  10  corpora- 
tions, that  when  you  came  to  this  third  batch  you  would  not  want 
$140,000  apiece. 

Mr.  McCone.  I think  you  should  ask  the  Maritime  Commission 
about  that. 

Mr.  Weichel.  This  was  forced  on  you  by  the  Maritime  Commission 
like  that. 

What  was  the  next  contract  ? 

Mr.  McCone.  I would  like  to  make  a correction  in  the  testimony 
here,  so  that  this  written  record  and  what  I have  said  will  coincide, 
because  the  figures  that  I have  given  are  the  figures  after  renegotia- 
tion and  after  nonreimbursable  expenses. 

Mr.  Weichel.  We  understand  that.  It  is  subject  to  this  little  sum 
of  $4,000,000  of  nonreimbursable  expense  as  against  the  $53,000,000. 

Mr.  McCone.  I did  not  want  it  to  appear  that  this  written  record 
and  the  statements  I am  talking  from  here  are  at  variance  one  with 
the  other. 

Mr.  Weighed.  We  will  not  forget  that. 

On  the  next  contract  how  many  ships  were  there  ? 

Mr.  McCone.  There  were  112. 

Mr.  Weiciiel.  A hundred  and  twelve  ships.  What  was  the  top 
price  on  those  ? 

Mr.  McCone.  The  maximum  fee  was  $70,000. 

Mr.  Weiciiel.  They  dropped  it  one  half  after  three  tries;  is  that  it? 

Mr.  McCone.  The  minimum  fee  was  $30,000  and  the  base  fee  was 
$55,000. 

Mr.  Weiciiel.  Was  the  $70,000  cut? 

Mr.  McCone.  Yes.  That  was  cut  to  $59,121.85  after  renegotiation 
and  nonreimbursable  expenses. 

Mr.  Weichel.  What  was  the  date  of  the  first  contract  for  55  ships? 

Mr.  McCone.  That  was  March  14,  1941.  I may  add  that  the  con- 
tract on  March  14, 1941,  was  for  31  ships,  and  by  addendum  on  May  1 
of  the  same  year  it  was  increased  by  24  to  make  the  total  of  55. 

Mr.  Weichel.  That  was  in  1941  ? 

Mr.  McCone.  Yes. 

Mr.  Weiciiel.  When  was  the  contract  for  the  109  ships? 

Mr.  McCone.  January  17,  1942. 

Mr.  Weichel.  Had  you  completed  any  of  the  55  and  had  the  figures 
and  costs  gone  in  ? 

' Mr.  McCone.  No. 

Mr.  Weiciiel.  Had  you  completed  any  of  the  55  by  January  17, 

Mr.  McCone.  No. 

Mr.  Weichel.  None  of  those  were  completed? 

Mr.  McCone.  No,  sir. 
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Mr.  Weichel.  How  near  were  they  completed? 

Mr.  McCone.  We  completed  our  first  one  on  February  12,  as  I 
remember  it. 

. Mr.  Weichel.  Of  1942  ? 

Mr.  McCone.  Yes. 

Mr.  Weichel.  That  was  just  about  3 weeks  afterward.  So  the 
figures  were  pretty  well  up  then.  That  was  of  the  first  of  the  55  ? 

Mr.  McCone.  Yes. 

Mr.  Weichel.  Even  though  the  maximum  was  $60,000  and  was  cut 
to  $49,000,’  while  the  first  ones  were  still  being  built,  some  of  them, 
but  after  the  first  went  off,  they  raised  it  to  $140,000  maximum  in  the 
next  contract  ? 

Mr.  McCone.  No;  that  is  not  correct. 

Mr.  Weichel.  According  to  the  dates  it  would  be,  would  it  not  ? 

Mr.  McCone.  No.  The  reason  is  that  no  renegotiation  was  entered 
into  until  well  after  the  first  five  ship  contracts  had  been  negotiated 
and  the  first  three  ship  contracts  had  been  completed.  The  fact  is  I 
don’t  believe  the  renegotiation  law  was  pressed  at  that  date,  although 
I am  not  sure  about  that. 

Mr.  Weichel.  When  you  finished  five  of  the  ships  they  were  re- 
negotiating the  price  then,  were  they  not  ? 

Mr.  McCone.  No. 

Mr.  Weichel.  When  were  they  renegotiating  the  price  ? 

Mr.  McCone.  I think  the  first  renegotiation  was  in  April  of  1944. 

Mr.  Weichel.  They  waited  all  that  time  to  find  out  ? 

Mr.  McCone.  Yes. 

Mr.  W|eichel.  How  long  after  the  law  passed  did  they  start  rene- 
gotiating? 

The  Chairman.  When  was  the  law  passed,  if  anyone  knows ! 

Mr.  McCone.  I do  not  know. 

A Voice.  April  1942. 

Mr.  Weichel.  The  Renegotiation  Act  was  passed  in  April  1942,  and 
you  had  a contract  already  in  1941.  When  did  they  start  renego- 
tiating the  first  of  these  contracts  ? 

Mr.  McCone.  I think  it  was  probably  in  December  of  1943  or  Jan- 
uary of  1944.  The  renegotiation  was  completed  in  April  of  1944. 

Mr.  Weichel.  When  the  renegotiation  started  was  there  anything 
done  with  reference  to  this  contract  for  109  ships,  where  there  was  a 
fee  of  $140,000  apiece,  and  the  contract  for  60  ships  at  $140,000  apiece? 
Did  they  not  do  anything  about  renegotiating  those  contracts  before- 
running through  all  the  money  with  them  ? ■ 

Mr.  McCone.  The  contract  for  109  ships  was.  on  January  17,  1942,. 
and  the  contract  for  60  ships  was  on  J line  16, 1942. 

Mr.  Weiciiel.  Yrou  were  building  those  in  1943,  were  you  not.? 

Mr.  McCone.  That  is  correct;  yes. 

Mr.  Weichel.  And  in  1944.  Now,  after  you  had  the  112  at  $<0,000 
apiece  aitd  it  went  down  to  $59,000,  what  was  the  next  number? 

Mr.  McCone.  The  next  number  was  a contract  for  Victory  ships. 
That  contract  started  out  as  84  AP-3  Victory  ships. 

Mr.  Weichel.  What  was  the  date  of  that,  roughly  ? 

Mr.  McCone.  That  was  April  20,  1943. 

Mr.  Weichel.  What  was  the  basis  of  the  contract  on  those  ships? 

Mr  McCone.  It  was  originally  a cost-plus-a-fixed-fee  contract. 
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Mr.  Weichel.  What  was  the  amount  on  those  ? What  did  it  come  to 
■oh  that  basis  ? 

Mr.  McCone.  As  I remember  it — it  does  not  appear  to  be  here,  be- 
cause it  was  converted  into  a lump-sum  contract — as  I remember,  the 
minimum  fee  was  $37,000.  The  base  fee  was  $74,000. 

Mr.  Weighed.  What  was  the  maximum  ? 

Mr.  McCone.  The  maximum  was  $100,000. 

Mr.  Weiciiel.  It  started  out  that  way? 

Mr.  McCone.  Yes. 

Mr.  Weichel.  Then,  afterward,  it  was  made  a lump-sum  contract? 

Mr.  McCone,  Afterward  there  were  many  changes  that  took  place 
in  that  contract.  As  the  war  went  along  32  of  the  ships  were  com- 
pleted as  AP-3’s  as  originally  planned i 

Mr.  Weiciiijl.  On  those  32  how  much  did  you  get— $100,000  apiece? 

Mr.  McCone.  No.  I will  have  to  answer  that  question  by  giving 
you  some  additional  information.  Twenty-one  were  completed  as 
troop  transports;  nine  were  partially  completed  and  were  delivered 
to  other  yards  for  completion  as  troop  transports.  The  32  and  the 
21  and  the  9— there  were  so  many  changes,  and  so  forth— were  then 
consolidated  into  a lump-sum  contract. 

Mr.  Weichel.  That  takes  nearly  all  of  them,  the  32,  the  21,  and 
the  9. 

Mr.  McCone.  Yes.  That  is  02.  They  wore  converted  into  a lump- 
sum contract. 

Mr.  Weichel.  The  whole  62? 

Mr.  McCone.  The  whole  62. 

Mr.  Weichel.  That  was  at  so  much  apiece? 

Mr.  McCone.  No.  The  whole  62  were  converted  into  a lump-sum 
contract,  and  that  lump-sum  contract  was  the  sum  of  the  accumulated 
and  known  costs,  because  it  was  converted  after  the  contract  was  com- 
pleted—the  sum  of  the  known  costs  plus  a fee  of  $41,505.64  per  ship: 
and  that  is  after  nonreimbursable  expenses. 

Mr.  Weichel.  With  reference  to  the  rest  of  the  84 

Mr.  McCone.  Eighteen  were  canceled  from  this  contract. 

Mr.  Weichel.  Which  contract? 

Mr.  McCone.  The  contract  of  which  wo  speak,  for  84  ships. 

Mr.  Weichel.  You  said  there  were  84,  and  you  had  60.  That 
leaves  24. 

Mr.  McCone.  Four  were  canceled  completely. 

Mr.  Weichel.  On  those  that  were  canceled  was  there  any  work 
done  at  all  ? - 


Mi.  McCone.  No.  Eighteen  were  canceled  from  this  contract  but 
were  added  to 

Mr  WErcHEL.  Wait  a minute.  We  had  62  here;  62  from  84  leaves 
22  ■ Y»u  say  four  were  canceled,  so  that  there  are  18  left. 

Mr.  McCone.  Yes.  They  were  changed  from  AP-3’s  to  AP-2’s,  a 
ship  or  a different  class,  and  then  they  were  deleted,  by  amendment, 
xrom  this  contract  and  were  added  to  a subsequent  contract  on  a 
selective  price  basis. 

• Weichel.  What  did  you  get  for  the  18  ? How  was  that  set  up  ? 
What  was  the  maximum  for  the  18? 

Mr.  McCone.  There  is  no  maximum.  That  was  on  a selective-price 
coiitr^cc, 
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Mr.  Weichel.  Just  how  much  did  you  get  out  of  each  one  that  way— • 
$50,000  apiece  or  $70,000  apiece  or  what?  Out  of  the  18,  how  much 
did  you  get  for  each  ship  over  and  above  costs? 

Mr.  McCone.  $95,330. 

Mr.  Weichel.  $95,330  apiece? 

Mr.  McCone.  That  is  correct. 

Mr.  Weichel.  The  price  of  this  efficiency  seems  to  he  going  up. 

You  started  at  $49,000,  and  after  four  contracts  and  some  years  ex- 
perience you  got  to  $95,000  apiece. 

Mr.  McCone.  There  are  two  things  that  I want  to  explain. 

Mr.  Weichel.  You  got  $95,000  after  all  this  other  experience? 

Mr.  McCone.  That  $95,330  was  the  limitation  to  the  contractor. 

Mr.  Weichel.  That  is  the  most  you  could  get? 

Mr.  McCone.  Under  a fixed-price  contract. 

Mr.  Weichel.  That  is  the  most  you  could  get? 

Mr.  McCone.  That  is  correct.  In  taking  those  ships  under  a 
selective-price  contract  we  exposed  ourselves  to  risk. ' 

Mr.  Weichel.  What  risk?  . 

Mr.  McCone.  We  might  have  lost  the  entire  amount,  because  we 
told  the  Government  that  we  would  build  the  ships  for  $2,625,000 
apiece.  If  they  had  cost  $2,800,000  apiece  we  would  have  lost  $175,000 
instead  of  making  $95,330,  which  we  did,  because  of  our  favorable  per- 
formance.; We  might  have  lost  it.  . . 

Mr  Weichel.  Yes;  you  might;  but  with  this  great  experience  that 
vou  claim  to  have,  and  these  10  corporations  set  up,  and  having  had 
three  chances  already  when  you  tdid  not  lose  anything,  you  were  pretty 
sure  that 'you  could  make  the  maximum  of  $95,000  apiece.  You  did 
not  have  any  real  risk  involved ; only  an  imaginary  one. 

Mr.  McCone.  Let  me  correct  that,  Mr.  Weichel.  We  were  operat- 
ing a yard  with  a 2y2-million-dollar  per  week  pay  roll.  If  we  had 
had  an  interruption  because  a very  small  portion  of  our  men  had  gone 
on  strike,;  such  as  the  crane  operators,  and  shut  the  yard  down  and 
that  was  happening  regularly — we  would  have  suffered  losses  far  l 
excess  of  any  figure  you  and  I have  been  talking  about.  There  was 

a real  and  serious  risk.  , . , w„ 

Let  us  iust  take  the  matter  of  inability  to  deliver  materials.  We 
were  dependent  upon  steel  from  one  source  and  machinery  from  a 
great  number  of  sources.  Those  materials  were  supplied  to  us  by 
the  Government.  We  had  no  control  over  them.  A failure  to  receive 
any  of  them— and  we  were  constantly  short  of  material— would  have 
so  adversely  affected  our  costs  that  we  were  always  exposed  to  great 

ri  Mr.  ’Weichel.  Up  to  now  the  exposure  was  very  slight,  it  seems 
to  me.  Every  time  there  was  a slight  exposure  to  risk  the  Maritime 
Commission  immediately  corrected  it  and  made  the  contract  so  that 
there  would  not  be  any  risk. 

Mr.  McCone.  That  is  not  correct. 

Mr.  Weichel.  Not  exactly  correct?  , , 

Mr.  McCone.  Not  at  all  correct.  These  contracts  were  changed 
in  order  to  try  to  force  onto  the  contractor  more  responsibility  and 

CXMrWT^ciiEL.  When  they  upped  your  fee  to  $70,000  and  your  third 
one  to  $59,000,  they  were  forcing  a risk  on  you  ? _ 

Mr.  McCone.  I am  speaking  of  the  selective  price. 
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; Mr.  Weichel.  You  would  not  call  the  first  three  much  of  a forced 
risk  put  on  you,  would  you  ? 

Mr.  McCone.  I thought  we  were  at  great  risk  many,  many  times. 

Mr.  Weichel.  I fail  to  see  the  risk  m the  first  three. 

Now,  the  next  one  after  the  84  ? What  was  the  next  contract? 

Mr.  McCone.  Seventy-nine  AP-2  Victory  cargo  ships. 

Mr.  Weichel.  What  was  the  set-up  on  those? 

Mr.  McCone.  That  was  a selective  price  contract. 

Mr.  Weichel.  What  was  the  high  and  what  was  the  low  and  what 
was  in  the  middle? 

Mr.  McCone.  There  was  not  any  in  the  selective  price  contract. 

Mr.  Weichel.  On  a selective  price  contract  I thought  you  could 
select  a high  price  or  a low  price. 

Mr.  McCone.  Oh,  yes;  that  is  correct.  I did  not  understand  you. 

On  that  79, 1 would  like  to  explain  that  69  were  built,  10  were  canceled 
because  that  contract  was  at  the  end  of  the  war,  and  18  of  them  were 
transferred  from  the  previous  contract  which  I have  spoken  of. 

Mr.  Weichel.  On  the  69,  what  was  the  high? 

Mr.  McCone.  I will  have  to  find  that  out.  I cannot  tell  you  that. 

Mr.  Weichel.  That  is  the  last  one  you  had,  and  you  do  not  know 
what  the  high  was  there  ? 

Mr.  McCone.  That  is  correct. 

Mr.  Weichel.  You  cannot  remember,  although  it  was  the  last  one, 
roughly,  whether  it  was  $2,000,000  or  $3,000,000,  or  what  ? 

Mr.  McCone.  The  contract  had  a scale  in  it.  I will  speak  purely 
from  memory,  if  I may.  It  provided  a minimum  selective  price  of 
$2,175,000,  and  on  that  the  contractor  was  able  to  retain  as  a gross — 

I think  it  was  $155,000 ; maybe  $156,000,  but  right  in  that  range. 

Mr.  Weichel.  Roughly? 

Mr.  McCone.  Yes;  the  selective  price  stepped  up  in  increment  of 
$75,000,  and  for  each  $75,000  increase  the  retained  gross,  permitted  the 
contractor,  was  decreased  about  $9,000.  Then  there  was  an  upper 
limit  of  $3,000,000  beyond  which  you  could  not  go.  At  that  upper 
limit  the  retained  profit  permitted  the  contractor  was  $30,000,  I 
bglieve,  something  on  that  order. 

Mr.  Weichel.  When  was  this  contract  for  79  ships  ? How  long  ago 
was  it,  roughly  ? r 

Mr.  McCone.  March  1, 1945,  was  the  date  of  the  contract. 

Mr.  Weichel.  Referring  to  the  contract  on  which  you  got  $95,000 
apiece  for  the  ships,  was  that  renegotiated? 

Mr.  McCone.  No;  that  was  not. 

Mr.  Weichel.  Is  that  the  kind  of  a contract  that  is  not  subject  to 
renegotiation  ? 

Mr.  McCone.  That  is  correct. 

The  Chairman.  Gentlemen,  it  is  now  1 o'clock,  IVe  will  recess 
until  2 : 30  this  afternoon. 

(Whereupon,  at  1 p.  m.,  a recess  was  taken  until  2 : 30  p.  m.  of  the 
same  day.) 

AFTER  RECESS 

(The  hearing  was  resumed,  upon  the  expiration  of  the  recess.) 

The  Chairman.  Is  Mr.  McCone  here? 

Mr.  Coles.  Shall  we  recall  Mr.  McCone? 

The  Chairman.  Yes;  Mr.  Bradley  has  some  further  questions. 
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TESTIMONY  OF  JOHN  A,  McCONE— Kesumed 

Mr.  Bradley.  Mr.  McCone,  the  question  I want  to  ask  has  to  do 
with  your T capitalization.  This  sheet  that  we  had  submitted  to  us  by 
the  Maritime  Commission  showed  a capitalization  of  $600,000  as 
capital  investment  of  shipyard  operator,  and  I understood  this  morn- 
ing that  by  various  figures  which  you  had  recited,  due  to  stockhold- 
ers’ loans  and  so  on,  you  eventually  boosted  that  up  to  $3,300,000.  I 
wonder  if  you  would  go  over  that  again  and  explain  it  to  me  again . 

Mr.  McCone.  Yes;  I will  do  that. 

In  the  first  pl  ace,  there  was  a stipulation  in  the  original  contract 

Mr.  Bradley.  To  which  contract  do  you  refer?  _ . 

Mr.  Me  3one.  The  original  contracts  between  the  California  Ship- 
building (horp.,  and  the  Maritime  Commission,  that  the  corporation 
should  be  provided  with  $800,000  of  capital  subscribed  either  as  stock 
or  as  stockholders’  loans  subordinated  to  all  obligations  of  the  cor- 
poration. i 

Mr.  Bradley.  That  is  over  and  above  the  original  $600,000  ? 

Mr.  McCone.  No ; I am  now  commenting  on  the  contractual  obli- 
gation. . . ... 

Mr.  Bradley.  But  I mean  you  organized  originally  with  a capital 

stock  of  $600,000.  Is  that  correct?  . . 

Mr.  McCone.  No ; that  is  not  correct,  sir.  We  organized  originally  . 
in  this  way:  We  subscribed  $100,000  as  capital  stock,  and  we  sub- 
scribed $700,000  of  subordinated  stockholders’  loans  which  were  sub- 
ordinated1 to  all  obligations  of  the  corporation,  including  its  obliga- 
tions to  the  Maritime  Commission. 

Mr.  Bradley.  Now,  on  the  books  of  the  State  of  California— are 
you  incorporated  under  the  laws  of  California? 

Mr.  McCone.  No  ; the  laws  of  Delaware. 

Mr.  Bradley.  What  does  your  structure  show  there  as  to  the  capi- 
talization of  the  California  Shipbuilding  Co.  ? Does  that  show  $100,- 

000,  or  what?  , „ . . .. 

Mr.  McCone.  Originally  it  showed  $100,000  subscribed,  $100,000 
of  no  par  stock  subscribed.  It  shows  as  $600,000  of  no  par  stock  now. 

Mr.  Bradley.  Well  now,  where  did  the  $600,000  come  from?  Is 
that  a $500,000  stock  dividend  ? 

Mr.  McCone.  After  subscribing  the  $100,000  of  stock  and  the  $700,- 
000  of  subordinated  loans  and  about  a year  later,  when  the  Todd  Ship- 
yards Corp.,  retired,  we  declared  a dividend  of  $1,000,000,  50  percent 
of  which  was  paid  in  cash  to  the  retiring  stockholder,  who  owned  50 
percent  of  the  stock,  incidentally.  ...... 

Mr.  Bradley.  In  other  words,  he  got  $500,000  for  his  initial  invest- 
ment of  $50,000? 

Mr.  McCone.  That  is  correct. 

Mr.  Bradley.  A 10-to-l  dividend.  That  is  a pretty  good  dividend. 

Mr.  McCone.  That  is  right.  Then  the  other  50  percent  was  paid 
in  the  form  of  a stock  dividend,  thereby  increasing  the  stock  from 
$100,000  jto  $600,000.  . .. 

Mr.  Bradley.  Everybody  got  a 10-to-l  cut  in  the  dividend  when 

the  lemon  was  cut  up. 

Mr.  McCone.  It  is  not  correct  to  say  it  was  10-to-l,  because  of  the 
subordinated  loans  of  $700,000  being,  in  effect,  equity  capital,  because 
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• they  were  subordinated  to  all  obligations  of  the  corporation  and  had 
the  same  status  as  stock. 

Mr.  Bradley.  That  brings  up  just  the  point  that  I want  to  get  at, 
and  I was  confused  and  confounded  yesterday  and  Monday  afternoon. 

It  is  this : I cannot  see  where  any  of  you  fellows  should  have  had  any 
difficulty  borrowing  from  the  banks,  or  how  you  should  figure  you  had 
risk  capital,  when  you  had  a bona  fide  contract  with  the  United  States 
Government  through  the  Maritime  Commission  to  build  a certain 
number  of  ships  on  which  you  were  to  be  paid  a fee  when  you  completed 
those  ships.  They  were  to  furnish  all  the  material,  all  the  salaries, 
all  wages,  the  cost  of  interest  in  many  cases,  and  so  on  and  so  forth. 

So  I do  not  see  how  you  figured  you  could  lose,  nor  how  the  banks 
figured  they  could  lose,  assuming,  of  course,  that  you  had  integrity, 
that  you  would  fulfill  your  obligation  on  a contract,  which  we  appreci- 
ate you  were  all  able  to  do ; we  have  seen  one  or  two  where  they  did 
not  do  so  well  on  the  contracts,  but  not  many.  But  were  not  those 
stock  dividends  and  everything  predicated  primarily  on  the  fact  that 
you  had  a bona  fide  contract  with  the  United  States  Government  in  the 
amount  of  many  million  dollars  which  made  them,  in  effect,  no  real  risk, 
no  genuine  risk,  at  all  ? 

Mr.  McCone.  I would  say  this,  Mr.  Bradley,  that  on  the  assumption 
that  the  contractor  would  perform  satisfactorily,  would  manage  his 
business  properly,  and  would  administer  his  affairs  in  a way  so  that 
he  would  be  reimbursed  for  his  costs  and  everything  would  be  done  in 
an  orderly  way,  there  was  no  particular  reason  why  the  contractor 
should  lose  any  money. 

Mr.  Bradley.  Well,  Mr.  McCone,  get  right  back  to  that  one  factor. 

You  certainly  would  not  go  to  the  bank  and  draw  out  some  money  to 
invest  in  the  California  Shipbuilding  Co.  if  you  had  not  known  you 
were  going  to  be  president.  Mr.  Bechtel  would  not  have  drawn  out 
money  to  pay  for  his  stock,  if  he  did  not  have  confidence  as  a partner, 
and  the  rest  of  your  associates  in  the  same  way.  So  I do  not  see 
where  you  can  call  that  legitimate  risk  capital,  because  you  were  taking 
it  out  of  one  pocket  and  putting  it  into  the  other  pocket.  You  had 
faith  that  you  were  going  to  be  able  to  do  your  job  right  unless  there 
was  a tornado  that  would  blow  you  all  out. 

Mr.  McCone.  Certainly,  as  a business  man  you  always  have  faith 
in  your  going  to  do  the  job  you  contract  for,  but  lots  of  them  do  not 
work  out  that  way. 

Mr.  Bradley.  Where  was  the  risk  in  this  contract  you  had  with  the 
Government  which  you  said  you  could  fulfill  and  which  you  did 
fulfill — and  I will  say  California  Shipbuilding  Co.  did  a might,  mighty 
fine  job. 

Mr.  McCone.  I will  point  out  a few  risks.  Had  we  failed  to  control 
our  costs  of  facilities  so  that  they  were  within  the  limitations 

Mr.  Bradley.  F acilities  were  being  built  by  the  Government. 

Mr.  McCone.  So  that  they  were  within  the  limitation  of  the  ap- 
propriation, which  was  definitely  stated  in  the  contract,  and  had 
our  costs  overrun  the  amount  stated  in  that  contract,  then  we  would 
not  have  been  reimbursed  for  any  of  that  overrun. 

Now,  that  could  be  a serious  risk.  I think  it  is  a matter  of  record 
that  one  contractor  lost  several  million  dollars  on  just  that  one  point. 

Mr.  Bradley.  Yes;  and  may  I point  out  right  at  that  point,  Mr. 
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McCone 


that  we  have  had  evidence  time  and  again  before  this  com- 


mittee where  other  contractors  have  been  given  more  and  more-  on 
their  facilities  contracts  by  the  Maritime  Commission  when  various 
things  came  up  that  perhaps  they  did  not  think  might  come  up.  Was 
that  not!  true  in  the  case  of  Richmond  No.  3 Yard,  where  they  had 
sinking  pf  the  land,  or  something  like  that — mud  encountered,  or 
something?  Were  they  not  given  additional  money? 

I am  pot  asking  you  to  speak  for  them,  but  if  anybody  in  the 
room  knpws,  it  runs  in  my  mind  that  they  did  get  additional  money 
for  the  facility  from  the  Maritime  Commission  when  they  encountered 
that  difljiculty.  So  that  I think  the  history  of  this  .entire  picture 
would  indicate  that  the  Maritime  Commission  were  just  as  much 
concerned  to  get  out  ships  as  you  were,  and  when  they  found  that 
you  had  underestimated  the  facilities  they  were  ever  willing  in  most 
instance^,  unless  it  was  a case  of  bad  management,  to  come  on  and 
give  you  some  more  for  the  facility.  Otherwise  it  certainly  seems 
to  me  that  the  Maritime  Commission  would  not  have  given  any  con- 
tract fof  $25,213,177.  They  would  have  been  more  apt  to  give  it 
for  25,000,000  or  30,000,000. 

Mr.  McCone.  Well,  I do  not  know  the  Richmond  No.  3 story,  and 
cannot  comment  on  it.  I know,  so  far  as  Calship  is  concerned,  that 
we  were  given  funds  when  we  could  come  back  and  justify  the  need 
for  them  as  additional  facilities  over  and  above  those  anticipated. 

Mr.  Bradley.  You  had  the  faith  that  that  would  be  done  by  the 
Maritime  Commission,  did  you  not? 

Mr.  McCone.  We  got  it  in  advance,  before  we  incurred  any  ex- 
penditures, and  were  told  that  if  we  failed  to  do  that  we  would  not 
be  reimbursed. 

Mr.  Bradley.  You  had  faith  in  your  ability  to  perform. 

Mr.  McCone.  And  many  times  we  recommended  to  the  Maritime 
Commission  that  they  spend  certain  amounts  of  money  for  addi- 
tional facilities  in  order  to  expedite  or  further  accelerate  the  build- 
ing of  ships  when  they  questioned  our  judgment  and  did  not  do  it. 

Mr.  Bradley.  Well,  I think  that  is  undoubtedly  true.  But  the 
point  I &m  getting  at  is  that  I fail  to  see  where  you  gentlemen  felt 
that  you  were  taking  any  severe  risk  in  putting  up  this  additional 
$700,000i  or  $800,000,  which  was  a condition  of  the  contract,  a con- 
dition or  signing  the  contract,  we  will  say,  when  you  yourselves  were 

foing  to  manage  the  expenditure  of  your  own  funds.  You  certainly 
ad  confidence  in  your  ability  to  perform,  so  I do  not  see  where  there 
was  a great  deal  of  risk  in  the  ordinary  sense  of  the  word.  You  were 
not  in  the  position  of  a privately  owned  shipyard,  for  instance,  which 

fot  no  money  from  the  Government,  if  there  were  any,  and  I do  not 
now  ofj  any  offhand,  which  also  had  a contract  and  which  had  to 
agree  toj  build  a ship  at  a certain  price  and  had  to  figure  his  costs 
and  figure  out  whether  or  not  he  could  do  it  for  those  costs.  That 
is  what  I would  call  real  risk. 

Here,  you  fellows  were  putting  out  money  based  on  the  strength  of  a 
contractjthat  meant  that  the  man  could  go  to  the  bank  and  say,  “Here 
is  this  contract,  and  we  are  going  to  perform  it,  and  it  is  a good  risk 
to  loan  us  this  operating  capital.” 

Is  that  not  the  general  picture?  I am  pleased  to  have  you  on  the 
stand,  because  I believe  you  can  discuss  these  things  calmly  and 
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quietly  without  making  a speech  about  it.  If  I am  wrong,  I want  to  be 
put  right  on  it.  I want  to  be  eminently  fair. 

„ Mr.  McCone.  All  cost-plus-fixed-fee  contracts,  Mr.  Bradley,  were 
tree  of  a great  many  risks.  There  is  no  question  about  that.  The  form 
c°st-plus-fixed-fee  contracts  used  by  the  Maritime  Commission  and 
the  Navy  and  the  Ordnance  Department  and  the  Air  Corps,  and  so 
forth,  was  designed  with  that  in  mind,  because  it  was  impossible  to 
impose  upon  the  contractor  the  type  of  risk  that  would  come  with  a 
fixed-price  contract. 

But  likewise,  Mr.  Bradley,  the  profits  were  vastly  less,  the  fees  were 
vastly  less,  than  were  allowed  on  business  of  greater  risk. 

Now  let  us  take  an  example.  The  Maritime  Act  of  1936,  which 
provides  for  the  long-term  ships  to  be  built  under  competitive  bids  and 
at  fixed  prices,  with  all  the  elements  of  risk  that  you  can  say,  limits,  as 
^ -cTf a extractor’s  profit  to  11  percent  of  the  cost — 10  percent 

of  the  contract  price  or  11  percent  of  the  cost.  Now,  the  fees  that  were 
set  up  in  the  Maritime  contracts,  and  the  earnings,  were  infinitely  less 
pan  that.  The  fact  is,  they  ran  some  one  and  one-half  percent  of  cost 
m the  case  of  Calship,  0.89  percent  of  the  value  of  the  ship. 

bo,  while  it  is  true  under  the  cost-plus-fixed-fee  form  of  contract, 
whether  you  are  considering  it  with  regard  to  Maritime,  Navy,  or  Air 
Corps,  that  the  element  of  risk  was  less  than  in  many  business  ventures, 
it  is  likewise  true  that  there  was  a lot  of  risk. 

The  Chairman.  Is  Mr.  McCone  here?  Mr.  Bradley  was  examining 
Bradley"  WoiCie1’  you  have  not  lost  your  place.  All  right,  Mr. 

TESTIMONY  OP  JOHN  A.  McCONE— Resumed 


Mr.  Bradley.  Mr.  McCone,  you  had  gotten  up  to  the  point  now 
where  we  had  $800,000  in  the  capital  ? 

Mr.  McCone.  That  is  correct,  sir. 

Mr.  Bradley.  You  were  explaining  how  we  got  that.  Now,  will  you 
go  on  and  explain  how  you  get  up  to  $3,300,000,  which  is  the  figure  I 
understood  you  to  give  this  morning  ? 

Mr.  McCone.  y es.  Then  there  was  a stock  dividend,  or  a dividend. 

u j-  exP  aine^  bow  $100,000  was  invested  in  stock  and  *700, 000  in 
subordinated  loans,  which  were  subordinated  to  all  obligations  of  the 
corporation  including  the  Maritime  Commission.  When  Mr.  Todd 
retired  approximately  a year  later,  a dividend  of  $1,000,000  was  de- 
clared,and  $500,000  was  paid  out  in  cash  through  the  Todd  Shipyards, 
tlm  retiring  stockholders.  $50,000  was  declared  in  the  form  of  a stock 
d-iAA  aaa  increasing  the  capital  stock  of  the  corporation  fronx 

$100,000  to  $600,000,  and  on  top  of  that  was  the  $700,000  of  subordi- 
nated loans.  At  that  time  the  remaining  stockholders  paid  to  Todd 
tfieir  share  of  the  subordinated  loans,  so  that  Todd  would  be  out  of 
both  the  stock  position  and  the  subordinated  loan. 

Mr.  Bradley.  In  other  words,  he  got  500  plus  350  ? 

Mr.  McCone.  He  did ; yes. 

Mr.  Bradley.  $850,000. 

Mr  McCone.  That  is  correct.  Now  then,  because  the  declaration 

*KotonnAdlIildend  had .dePleteci  1surPlus  by  Todd  having  removed  the 
$500,000  the  remaining  stockholders  made  an  additional  subord- 
inated and  non-interest-bearing  loan  of  $500,000.  At  that  point  there 
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wag  $1,20(1,000  of  subordinated  loans,  plus  $600,000  of  capita,!  stock 
issued  hfow,  during  the  next  several  months  the  corporation  de- 
clared' two  dividends  totaling— I have  forgotten  what  they  were, 
but  at  tliq  time  of  those  dividends  $500,000  on  one  occasion  and 
$1,000,000  on  the  second  occasion  was  reloaned  to  the  corporation  by 
the  stockholders.  After  they  had  received  the  money  m dividends, 
and  paid  taxes  on  it  incidentally,  they  reloaned  it , to  the  c< Miration 
and  placed  it  in  a subordinated  position,  but  that  totaled  $2,700,000 
of  subordinated  loans  plus  $600,000  in  stock,  making  $3,300,000. 

Mr.  Bradley.  All  of  that  money  came  out  of  profits? 

Mr.  MdCoNE.  It  might  be  said,  sir,  that  a million  and  a halt 
dollars  ox  subordinated  loans  and  $500,000  of  stock  came  out  of 
profits,  blit  I wish  to  point  out  that  though  coming  out  oi  prohts, 
taxes  wen)  paid  on  it,  and  the  amount  was  remaned. 

Mr.  Bradley.  But  the 'original  cash  investment  m the  company 

amounted' to  $600,000  all  told  ? . . , . , 

Mr.  McCone.  No,  sir ; that  is  not  right.  The  original  cash  invested 
ill  the  company  exclusive  of  any  amounts  that  might  be  considered 
as  coming: from  dividends  was  $1,300,000 ; $100,000  was  stock,  $700,000, 
of  subordinated  loans. 

Mr.  Bradley.  I am  not  talking  about  these  loans.  There  was  not 
any  stock: issued  for  these  loans?  •.  . 

Mr.  McCone.  I think,  sir,  that  if  you  would  examine  the  subor- 
dinated-loan agreement,  which  incidentally  was  subject  to  approval 
by  the  Maritime  Commission,  you  would  readily  accept  it  as  equity 

C Mr.  Bradley.  Yes;  but  the  Maritime  Commission  gave  you  the 
choice  between  that  or  finding  it  at  a bank,  or  some  place  else. 

Mr  McCone.  No  ; they  did  not  give  us  the  choice  of  that  or  finding 
it  at  a bank.  They  gave  us  the  choice  of  putting  up  $800,000  either 
in  the  form  of  stock  or  subordinated  loans  or  both,  and  they  did  not 
care  whether  it  was  one  or  the  other,  just  so  the  terms  of  the  sub- 
ordinated  loan  agreement  were  worded  to  their  satisfaction,  and 
they  were  worded  so  that  those  loans  could  not  be  paid  as  long  as 
there  weije  shipbuilding  obligations  existing. 

Mr  Bradley.  The  fact  of  the  matter  remains  that  you  were  then 

I r ! i • „ , . I iTnU  o 


armed  with  a 


.1  t j.  iiL/  o-wvu  vj-  viix/  - - y . . 

contract  with  the  Maritime  Commission,  with  not  a 


Lbll  a CUIlbiaCL  YYH.1L  L1J.C  

risk,  andr incidentally,  according  to  the  figures  that  Mr.  Slattery  has 
given,  and  to  get  back  to  another  line  that,  we  weio  talking  about, 
when  you  were  explaining  the  risk  and  the  possibility  of  risk,  here, 
on  your  facilities  contract,  I notice  that  you  actually  had  three  dit> 
ferent  facilities  contracts:  the  first,  issued  January  1,  1941,  m the 
amount  of  $12,478,895 ; the  second  one,  April  9 1941,  m the  amount 
of  $9  397l,785,  on  which  vouchers  were  paid  to  date,  $21,219JU4,  ancl 
then  again  on  June  8 1943,  you  got  another  $4,014,080,  by  which,  on 
that  last  | one  $3,993,474  has  been  paid  ? 

Mr.  BRadley.  So  that  I repeat  what  I said  this  morning : It  does 
not  seemlto  me  you  were  taking  much  risk  on  these  facilities  contracts, 
because  that  first  contract,  just  as  I said,  they  did  with  it  as  they 
did  with  many  more,  as  they  found  the  facilities  inadequate;  they 
gave  vod  more  money  or  allocated  you  more  money  to  put  more  facil- 
ities m,  dll  with  the  thought  in  mind  of  increasing  the  shipbuilding 
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program.  I am  not  finding  any  fault  with  that.  I am  just  pointing 
out  what  I said  this  morning,  and  I did  not  have  these  figures,  then,  and 
what  I said  earlier  this  afternoon,  before  I got  these  figures,  that  they 
did  with  you  the  same  as  they  did  with  many  other  shipbuilding  fel- 
lows; so  I was  bound  to  question  your  statement  that  you  had  a risk 
of  nonperformance  of  your  facilities  contract,  because  they  have  al- 
allowed  you  more  money,  just  as  they  did  in  any  number  of  other 
cases,  as  they  found  that  they  had  underestimated  or  undershot  the 
mark. 

Mr.  McCone.  No  ; I would  like  to  explain  that,  Mr.  Bradley.  The 
original  Liberty  ship  program  was  conceived  on  the  idea  that  ships 
would  be  built  in  about  125  to  150  days  from  the  time  of  keel-laying 
to  delivery.  That  was  the  Maritime  Commission’s  estimate.  That 
was  the  estimate  of  the  old-line  shipbuilders  as  to  how  long  it  would 
take  to  do  the  work.  That  was  what  happened  in  the  last  war.  Now, 
the  facilities  that  were  provided  originally  were  provided  on  the  basis 
of  doing  that  much  work  in  that  amount  of  time,  you  see.  Now  then, 
the  need,  for  ships  came  and  a great  drive  was  on  to  see  how  fast  the 
ships  could  be  delivered  and  how  many  ships  could  be  gotten  out  of  a 
yard.  We  found  that  the  delivery  of  ships  could  be  enormously  ac- 
celerated, but  to  do  it  we  needed  more  cranes,  we  needed  more  welding 
machines,  we  needed  more  shops,  we  needed  more  of  everything,  and 
these  additional  amounts  were  to  cover  the  additional  facilities,  which 
provided  the  means  of  reducing  the  elapsed  days  from  the  original 
estimate  of  150  days  down  to  an  accomplished  45  or  50  days. 

Mr.  Bradley.  I still  stick  to  my  basic  premise,  that  I do  not  think 
you  fellows  took  any  chance  or  invested  any  risk  capital  whatsoever  in 
this  program.  You  were  pretty  well  protected  by  Uncle  Sam,  because 
Uncle  Sam  had  to  have  the  ships,  and  you  follows  were  in  a position  to 
build  them ; and  I am  not  finding  any  fault  about  it.  I just  want  to 
find  out  for  my  own  mind  why  the  Maritime  Commission  certainly 
gave  us  a figure  here  of  $600,000  capital  investment,  and  then  you  fel- 
lows, by  mental  mathematics,  ran  the  bill  up  to  $3,300,000.  That  is 
what  I am  trying  to  get  straight  in  my  own  mind. 

Mr.  McCone.  I do  not  think  it  is  mental  mathematics.  I think  it  is 
absolute  fact. 

Mr.  Bradley.  I know,  but  you  declared  a stock  dividend,  and  so  on, 
and  then  you  say  it  is  capital  invested,  and  claiming  that  you  were 
taking  it  out  of  profits  and  simply  using  it  as  working  capital,  knowing 
that  it  is  all  coming  right  back  to  you.  You  did  use  plenty  of  stock 
dividends. 

The  Chairman.  Is  there  anything  else? 

Mr.  Bradley.  Mr.  Herter  has  a question. 

Mr.  Herter.  Eight  along  the  same  line,  Mr.  Kaiser  testified  he  had 
an  interest  m this  company;  I think  it  was  around  16  percent,  through 
the  two  Kaiser  corporations. 

Mr.  McCone.  That  is  right. 

Mr.  Herter.  And  that  he  disposed  of  his  interest  in  1945 

Mr.  McCone.  Yes. 

Can  you  tel1  us  un(ler  what  terms  that  was  disposed  of  « 

Mr.  McCone.  I think  he  disposed  of  it  for  $100  a share.  He  might 
have  that  $100  a share  plus  a repayment  to  him  of  his  share  of  these 
loans  that  he  had  advanced. 
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Mr.  Herter.  That  is  what  I was  going  to  get  at. 

Mr.  McCone.  That  is  right. 

Mr.  Hi|rter.  Did  the  person  who  bought  the  stock  then  put  in  the 
subordinated  loan  to  take  care  of  what  was  repaid  to  him  ? 

Mr.  McCone.  The  loans  were  never  taken  out.  They  were  just 
bought  from  him.  The  notes  were  purchased.  The  acquiring  stock- 
holders, who  happened  to  be  the  W.  A.  Bechtel  Oo.  and  the  Bechtel- 
McCone  Corp.,  acquired  the  note  from  Mr.  Kaiser  at  its  face  value. 

Mr.  Herter.  And  paid  for  the  stock  the  same  amount  that  he  paid  ? 

Mr.  McCone.  Yes;  and  acquired  his  stock.  It  was  a_  transaction 
between  two  stockholders.  It  did  not  enter  into  the  financial  structure 
of  the  corporation  itself. 

Mr.  IIerter.  Was  that  in  any  way  connected  with  his  acquiring  a 
larger  interest  in  the  Permanente  Co.  ? 

Mr,  MpCoxE.  Yes;  at  that  time,  or  approximately  that  time,  the 
Bechtel-McCone  Corp.  and  the  W.  A.  Bechtel  Co.  sold  their  entire 
interest  m the  Permanente  Metals  Co. — or,  no;  I stand  corrected. 

We  agreed  to  sell  our  entire  interest  in  the  Permanente  Metals  Co., 
after  we  pad  received  from  Permanente  a certain  dividend,  and  that 
dividend Jwas  paid  late  in  1945,  December;  and  when  it  was  received, 
then  we  sold  our  capital  stock  in  the  Permanente  Metals  Co.  to  Mr. 
Kaiser,  at  par. 

Mr.  Harter.  At  par? 

Mr.  MpCoNE.  Yes. 

Mr.  Herter.  So  it  was  really  a swapping  transaction,  each  selling 
to  the  other  their  interests  in  the  given  corporations  at  par  ? 

Mr.  McCone.  That  is  right.  That  is  correct. 

Mr.  Harter.  Had  the  California  Shipbuilding  Corp.  declared  any 
dividend; as  a part  of  that  agreement,  too ? 

Mr.  McCone.  No,  no ; it  had  not  declared  any  dividend. 

Mr.  Herter.  The  California  Shipbuilding  Co.  has  no  subsidiary 
interest  beyond  shipbuilding,  has  it  ? 

Mr.  McCone.  No. 

Mr.  Herter.  You  had  no  losses  you  could  charge  off  against  profits? 

Mr.  McCone.  No. 

Mr.  Herter,.  In  your  tax  computation  ? 

Mr.  McCone.  No  ; we  won’t  complicate  the  meeting  in  that  way. 

Mr.  Herter.  What  is  the  present  status?  You  are  in  liquidation, 
and  that  is  going  to  be  the  end  of  it  ? 

Mr.  MpCoNE.  Well,  we  are  not  in  liquidation.  We  are  liquidating 
the  yard..  The  corporation  is  not  in  liquidation. 

Mr.  Herter.  It  is  presumed  it  will  be  liquidated  ? 

Mr,  McCone.  Well,  I do  not  know  that.  There  has  been  no  action 
on  that. 

Mr.  Herter.  In  liquidation,  if  you  have  a good  deal  of  money  left 
in  the  till,  it  becomes  a capital  gain  and  not  a dividend,  does  it  not? 

Mr.  McCone.  Well,  Mr.  Bridges,  the  attorney,  tells  me  that  that 
would  be  an  unwise  way  to  call  it,  because  the  tax  would  be  higher  if 
the  company  were  liquidated,  rather  than  distributing  the  dividend 
to  the  corporate  stockholders. 

Mr.  Herter.  I took  it  that  the  California  fashion  now  was  to  organ- 
ize the  so-called  Hollywood  corporation,  which  stays  in  existence  a 
very  shert  time  and  then  liquidates,  so  that  the  profits  would  be 
charged  to  capital  gains  and  not  as  profits. 
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Mr.  McCone.  IV©  are  a Terminal  Island,  corporation.  That  is 

quite  a long  way  from  Hollywood ! 

Mr.  Keogh.  Mr.  Chairman,  may  I ask?  Are  you  not  undertaking 

some  repair  work  now,  on  that  yard? 

Mr.  McCone.  Yes,  we  undertook  some  repair  contracts  at  the  re- 
quest of  the  Maritime  Commission,  and  we  also  undertook  a secret 
project  known  as  the  Dagwood  project,  really  for  the  Navy,  although 
I think  the  contract  was  with  the  Maritime  Commission ; but  that  work 
has  all  been  completed. 

Mr.  Keogh.  Oh,  it  has  been  completed  ? 

Mr.  McCone.  It  was  undertaken  only  when  there  was  an  acute 
shortage  of  repair  facilities,  and  we  had  a few  open  berths  and  some 
manpower,  just  prior  to  VJ-day.  . 

Mr.  Keogh.  Has  your  company  made  any  arrangements  with  the 
harbor  commissions  of  Los  Angeles  for  the  retention  of  the  site  or 

for  a part  of  it?  ’ ...  ... 

Mr.  McCone.  No.  We  have  had  some  discussions  with  them. 

Mr!  Keogh.  Looking  toward  the  retention  by  your  company  of  the 

site,  or  a part  of  it?  . , „ , ..  , , , , 

Mr.  McCone.  Yes;  we  inquired  of  them  regarding  retention  o±  the 
site  and  we  were  told  that  they  would  look  with  favor  upon  leasing 
a portion  of  the  site  to  us  for  a 5-year  term,  providing  it  had  certain 
cancellation  provisions  in  it;  and  we  never  went  into  it  in  any  par- 
ticular detail. 

Mr.  Keogh.  You  have  not  terminated  any  lease? 

Mr.  McCone.  No;  the  lease  cannot  be  terminated  until  the  site  is 
clear;  so  it  has  some  time  to  run;  but  it  may  be  that  if  we  carried  on 
in  one  or  two  of  those  buildings,  they  would  like  to  get  the  revenue, 
providing  they  could  remove  us  at  any  time ; but  it  is  not  our  present 
plan  to  do  that. 

Mr.  Keogii.  It  is  not  your  present  plan  to  continue? 

Mr.  McCone.  In  that  connection,  of  course,  you  understand  that 
the  facility  cannot  be  used  in  shipbuilding  and  ship  repair,  by  stipu- 
lation of  the  Maritime  Commission  at  the  time  that  they  turned  the 
facility  over  to  us,  unless  they  specifically  approved  any  such  request, 
which  we  have  not  made  of  them. 

Mr.  Herteh.  Is  it  not  true  that  the  Maritime  Commission  has  a 
policy  that  it  will  not  allow  companies  using  Government-owned 
facilities  any  longer  to  bid  competitively  for  private  contracts  or  Gov- 
ernment contracts  ? 

Mr.  McCone.  I do  not  know  that  that  is  their  policy. 

The  Chairman.  Mr.  Weichel. 

Mr.  Weichee.  This  morning  you  said  that  your  company  had  $4,- 
000,000  nonreimbursable^  What  were  the  sizable  amounts  that  were 
not  reimbursable? 

Mr.  McCone.  The  largest  single  item  was  about  $1,000,000.  It  was 
contributed  by  the  corporation  to  an  employees’  benefit  fund.  That 
benefit  fund  was  set  up,  with  the  approval  of  the  Treasury  Depart- 
ment, to  provide  extra  compensation  at  the  time  of  the  conclusion 
of  our  activities,  to  some  500  or  600  men  who  were  working  7 days 
a week  and  receiving  no  overtime  or  no  extra  consideration  for  their 
doing  it  and  who  we  thought  were  somewhat  underpaid  because  of 
the  wage  stabilization.  So  what  we  did  was  to  put  in  every  year  to 
this  employees’  benefit  fund  a sum  of  two  or  three  or  four  hundred 
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dollars,  and  that  went  for  the  benefit  of  these  people.  That 

VV  OjO  UllUj  iGOIlli 

Mr.  Weichel.  What  has  happened  to  that  money  since  ? 

Mr.  McCone.  It  has  been  distributed  to  those  people.  It  was  put 
into  an  irrevocable  trust,  so  it  became  a vested  interest  of  the  partici- 
pants in  this  fund,  and  as  they  left  the  employ  of  the  company  they 
received  their  proportion  in  cash. 

Mr.  Weichel.  That  was  a subterfuge  to  pay  higher  than  the  ceiling 
wage,  was  it  not? 

Mr.  McCone.  No;  it  was  not  a Subterfuge ; it  was  a means  of  paying 
those  men  when  they  left  our  employ. 

Mr.  Weichel.  When  you  started  this  fund,  you  said  you  felt  that 
they  were  underpaid  ? 

Mr.  McCone.  Yes,  sir;  we  thought  they  were  underpaid. 

Mr.  Weichel.  And  that  was  your  way  of  getting  around  the  wage 
ceilings  which  everybody  else  had  to  pay  ? 

Mr.  McCone.  The  Wage  Stabilization  Board  did  not  say  that. 
They  agreed  to  it. 

Mr.  Weiciiel.  It  was  a subterfuge,  though,  was  it  not  ? 

Mr.  McCone.  No,  sir. 

Mr.  WEIOIIELi  You  were  only  supposed  to  pay  them  so  much. 
Everybody  else  was  not  able  to  set  up  a fund ; and  you  tried  to  get  it 
out  of  the  Government  afterward  and  could  not  get  it.  Do  you  think 
that  is  peeping  the  price  ceilings  with  reference  to  OPA  ? Bv  the 
way,  tlip.t  brings  up  another  question.  How  many  purchases  did  you 
have  that  were  over  ceiling  prices  of  the  OPA  through  this  transac- 
tion ? Did  you  ever  keep  track  of  that  ? 

Mr.  McCone.  You  ask  me  a lot  of  different  questions. 

Mr.  Weichel.  I am  asking  you  both  of  those. 

Mr.  McCone.  In  the  first  place,  to  my  knowledge 

Mr.  Weichel.  I will  waive  this  one  about  the  OPA.  You  can  take 
it  home  with  you  if  you  do  not  know  the  answer. 

Mr.  McCone.  I think  I know  the  answer. 

Mr.  Weichel.  With  reference  to  the  wage  business,  you  said  you 
thought  ;they  were  not  paid  enough.  So,  what  it  amounted  to  was  a 
subterfuge  to  beat  the  Wage  Adjustment  Board. 

Mr.  McCone.  No.  We  thought  the  men  were  not  paid  enough. 

Mr.  Weichel.  A lot  of  other  people  thought  that  their  men  were 
not  paid  enough,  but  they  could  not  use  those  subterfuges  and  try  to 
collect  ojff  the  Government. 

Mr.  McCone.  We  did  not  collect  off  the  Government. 

Mr.  Weichel.  You  tried  awfully  hard. 

Mr.  McCone.  No;  we  did  not.  We  did  not  try  to  get  it  off  the 
Government  in  any  way,  shape,  or  manner,  at  any  time. 

Mr.  Weichel.  You  asked  for  reimbursement  and  did  not  get.  it. 

Mr.  McCone.  No;  we  did  not  ask  for  reimbursement. 

Mr.  Weichel.  You  said  you  were  not  reimbursed  for  $4,000,000. 

Mr.  McCone.  That  is  correct.  But  that  does  not  mean  we  asked 
for  reimbursement. 

Mr.  Weichel.  Were  you  told  not  to  ask,  in  view  of  the  circum- 
stances ? 
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Mr.  McCone.  No,  We  did  not  ask.  I want  to  bo  straight  on  one 
question  that  you  asked.  Y on  said  that  we  tried  to  get  reimbursement 
from  the  Government. 

Mr.  Weichel.  You  said  it  was  a nonreimbursable. 

Mr.  McCone.  You  said  it  was  a subterfuge. 

Mr.  We  mi  urn.  Yes;  I still  sav  that. 

. Mr.  McCone.  It  was  not  a subterfuge  in  the  eyes  of  the  Treasury 
Department  and  the  Wage  Stabilization  Board,  who  examined  it, 
and  it  was  discussed  very  thoroughly,  and  I therefore  want  to  deny 
emphatically  that  it  was  a subterfuge  in  any  way,  shape,  or  manner. 

Mr.  Weichel.  No  matter  what  you  say,  I think  it  is  a subterfuge, 
because  other  people  were  not  able  to  avail  themselves  of  that  kind  oi 
trickery  to  get  around  it. 

Mr.  McCone.  Mr.  Chairman,  I believe  that-  there  were  many,  many 
corporations  that  set  up  benefit  funds.  The  Treasury  Department 
issued  printed  bulletins  advising  this  procedure  or  suggesting  it. 

Mr.  Weichel.  To  get  around  the  wage  adjustments  made? 

Mr.  McCone.  No. 

Mr.  Weichel.  That  is  what  you  did. 

Mr.  McCone.  No  ; to  try  to  help  a lot  of  people  who  were  helping 
the  Government  through  this  period  of  reconversion. 

Mr.  Weigh el.  That  was  your  way.  Did  you  buy  any  of  the  ma- 
terial that  went  into  these  ships  and  into  the  yards  ? 

Mr.  McCone.  Yes. 

Mr.  Weichel.  How  much  did  you  pay  over  ceiling  prices? 

Mr.  McCone.  Not  one  cent,  to  my  knowledge. 

Mr.  Weichel.  You  paid  nothing  over  coiling  prices  on  anything? 

Mr.  McCone.  No,  sir.  f 

Mr.  Weiciiel.  Does  that  go  with  reference  to  the  construction  of 
facilities  and  ships? 

Mr.  McCone.  Yes,  sir. 

Mr.  Weichel,  With  reference  to  the  $4,000,000  of  nonreimbursables, 
what  were  the  amounts? 

Mr.  McCone.  There  was  some  six  or  seven  hundred  thousand  dol- 
lars that  was  donated  to  charities.  It  was  given  to  the  Community 
Chest,  the  War  Chest,  and  the  Red  Cross — such  things  as  that.  Cali- 
fornia Ship  tiled  to  take  its  position  as  a good  member  of  the  com- 
munity. 

Mr.  Weichel.  It  did  not  cost  you  anything,  though.  You  could 
not  deduct  all  of  it,  could  you  ? 

Mr.  McCone.  There  was  a substantial  amount  of  disallowed  salaries 
and  wages,  $290,000.  There  was  $145,000  in  executive  and  engineering 
and  other  kinds  of  travel  expenses,  expense  of  a type  which  the  Mari- 
time Commission  did  not  feel  was  reimbursable. 

Mr.  Weichel.  Did  you  ask  to  have  it  reimbursed  and  it  was  not  re- 
imbursed— $145,000  worth  of  expense? 

Mr.  McCone.  As  a matter  of  policy,  the  directors  of  the  California 
Shipbuilding  Corp.  decided,  first,  that  they  would  not  ask  for  reim- 
bursement for  executives  and  principal  officers,  nor  would  they  ask 
for  reimbursement  of  any  of  the  partners,  despite  the  fact  that  they 
at  the  request  of  the  Maritime  Commission  made  many  trips  in  the 
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Pr°iect;  nor  would  they  ask  reimbursement  for  any 
«Sp|ed,  of  m *“"*  0f  the  prescribed  ”d 

4 1 G 1 excess  of  $25,000  a year,  or  what?  There  was 

Spelt  "a “r tte.C0UH  "0t  864  reimtarsed’ 

Ss.  ,1,!“  ™re  into,mi' 

Mr.  McCone.  Part  of  it  is,  and  a lot  of  it  is  expense 

Mr'  ff™LVBut  .did  §et  UP  to  $6  or  $7  a clay? 
ardesffShed.'  “ types  °f  employees’  34es,  within  the  stand- 

Mr.  Weiciiel.  $7  a day  for  room  and  food,  or  was  it  for  rooms  thev 
allrt and  0Ve  T t ia,t,  3;0U  had  to  pay  it  yourself  ? 

Mr  wi0NE>  TWlU  'fve  t0  refer  y°u  t0  the  standard. 

it  rhat  JOU  P“d'  Y0U  S“id  J0U  P*id 

of  tiieirfe'lpe™esWe  * pra0ti“  °f  1'eimb™™«  olu'  >™»  <or  >11 

B“4  - “* — 

Mr.  McCone.  For  certain  classes  of  men  we  make  reauisitionc  for 

e?Zef  “ work™?™*8  “faWislled  the  d"isi°"  »f  «>'  0»v 

Mr.  IvSZZlf  M 

t 'aS  fife reimburse  *°*  •mm  of 

Mr.  McCone.  $687,000  in  donations. 

Mn  Weichel.  $687,000  in  donations?  How  much  did  the  eon, nr, 

1 Mr.fcCoNK  *1° don’t  know  tirak  “COme  ^ if  '****»*' 

nesS''  l“.H°^Ch  °f  this  did  y°u  d^uct  as  a matter  of  busi  - 
as  a,  reiibSmenT?  6 G°vemment  would  not  give  you  the  $687,000 
Mr.  McCone.  We  probably  deducted  $687,000 

frrwL' w6  Gov™ent  would  not  reimburse  you  for  that? 
IcCone.  M e Requested  no  reimbursement,  sir 

fcCoS?'(?f1coursededUCt  ^ fr°m  your  income  tax? 

WhaCother  big  amounts  were  there  ? 

£ %2S£l  w^rw  i629'000*;  capital  stock  taxes, 

the  corporation!  ““  ch"'S“bl«  to  '"*"du,ls  or  chargeable  to 

m!  wS*1™'  re!)'  Was  a Federal  tax  on  the  corporation. 

SI-  Wntorr.-.  E.KI  you  try  to  get  that  reimbunidi 
m 7c  °XE‘  1 may,  say  we  did  make  an  application. 

£ sfeZ  Thrtt'eorZr1  mmbursl!  for  th»‘  * 
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There  was  $290,000  in  salaries  or  wages. 

Mr.  Weichel.  That  the  Government  did  not  reimburse? 

Mr.  McCone.  Yes. 

Mr.  Weichel.  Was  that  because  you  paid  over  $25,000  per  person? 

Mr.  McCone.  No  ; we  paid  no  one  over  that  amount. 

Mr.  Weichel.  What  was  it  for,  if  it  was  not  for  what  you  could  not 
collect  under  the  amount  set  by  the  Maritime  Commission? 

Mr.  McCone.  Some  particular  salaries  that  the  Maritime  Commis- 
sion did  not  reimburse  in  total  for.  They  reimbursed  us  partially. 

Mr.  Weichel.  In  other  words,  you  paid  the  people  in  salaries 
$290,000  more  than  the  Government  would _ reimburse  you  for;  in 
other  words,  they  said  they  would  pay  salaries  of  so  much,  but  you 
paid  $290,000  more? 

Mr.  McCone.  Yes.  And  there  were  some  wages,  too. 
i - Mr.  Weichel.  But  you  deducted  that  from  your  income  as  a part  of 
1 the  expense  of  doing  business  ? 

Mr.  McCone.  This  entire  $1,000,000  was  deducted  from  our  income 
taxes. 

Mr.  Weichel.  So  there  were  no  taxes  paid  on  the  amount  that  was 
nonreimbursable  at  all ; it  was  all  charged  off  as  an  expense  of  doing 
business.  Is  that  correct? 

Mr.  McCone.  That  is  correct. 

There  was  $106,000  in  group  insurance  premiums.  We  provided 
life  insurance  for  our  employees  and  paid  a substantial  part  of  the 
premium.  That  cost  us  $106,000. 

Mr.  Weichel.  That  was  in  this  $4,000,000  that  was  nonreim- 
bursable ? 

Mr.  McCone.  Yes.  There  was  a substantial  item  for  launching  ex- 
pense, including  any  gifts  we  might  have  given  sponsors. 

Mr.  Weichel.  What  kind  of  gifts  did  you  give  out  there  ? Bid  you 
give  $5,000  diamond  necklaces? 

Mr.  McCone.  No ; we  gave  $60  cigarette  boxes. 

Mr.  Weichel.  Was  that  your  top  at  that  time  out  there? 

Mr.  McCone.  I think  our  top  was  about  $800,  which  was  for  the 
first  launching. 

Mr.  Weiciiel.  To  each  person? 

Mr.  McCone.  No ; to  the  sponsor. 

Mr.  Weichel.  You  charged  that  up  in  your  income  tax  as  an  expense 
of  doing  business? 

Mr.  McCone.  That  was  part  of  the  $4,000,000. 

Mr.  Weiciiel.  It  would  not  make  much  difference  whether  you  got 
it  off  the  income  tax  or  whether  the  Government  reimbursed  you ; the 
Government  got  cut  both  ways  with  it. 

Mr.  McCone.  If  you  like,  I will  leave  a copy  of  this  schedule  which  I 
think  is  reasonably  correct. 

Mr.  Coles.  I would  like  to  have  it. 

Sir.  Weiciiel.  So  that  your  company  was  reimbursed  for  all  the 
expenditures,  for  wages,  materials,  administrative  costs,  and  every- 
thing, excepting  $4,000,000;  and  the  $4,000,000  you  deducted  from 
income  tax,  so  the  Government  paid  it  that  way.  They  did  not  pay 
it  to  you  direct,  but  you  deducted  it  from  income  tax. 

Mr.  McCone.  To  the  extent  that  it  lessened  our  tax. 

Mr.  Weiciiel.  $4,000,000  is  a tidy  sum,  even  around  here.  So  you 
deducted  $4,000,000,  which  is  all  right;  but  as  to  fees,  I think  you 
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testified  |that  this  company  received  $47,000,000.  That  is  what  the 
Maritime  Commission  said.  And  then  you  claim  that  you  paid  some 
taxes  that  cut  it  down  to  $35,000,000. 

Mr.  McCone.  Fees  and  profits. 

Mr.  WjEiciiEL,  This  morning  you  testified  to  $35,000,000  gross  earn- 
ings after  renegotiation. 

Mr.  McCone.  The  fees  and  profits  after  renegotiation  were  $35,541,- 
880.60;  yes,  sir. 

Mr.  WpeiiEL.  $35,000,000,  roughly? 

Mr.  McCone.  That  is  correct. 

Mr.  Wsichel.  What  was  the  cost  of  the  facilities  there  ? 

Mr.  McCone.  $25,000,000,  approximately. 

The  Chairman.  I wonder  if  that  has  not  been  gone  over. 

Mr.  W eichel.  I just  want  to  ask  .one  question  on  that. 

Of  the  $35,000,000  gross  after  renegotiation  the  only  thing  that 
you  were  not  reimbursed  for  was  $4,000,000.  So  that  is  about  the 
only  investment  you  had.  You  deducted  most  of  that.  So  you  re- 
ceived more  than  eight  times  the  amount  that  you  were  not  reimbursed 
for  in  fees,  gross — more  than  800  percent  of  what  you  actually  spent; 
and  you  did  spend  all  of  the  $4,000,000.  Taxes  were  to  be  taken  off. 

The  tota.  number  ships  that  were  built  was  467 ; the  plant  cost  the 
Government  $25,000,000;  there  was  $14,000,000  worth  of  property 
there  when  it  was  finished,  and  you  got  $2,000,000  credit.  That  is, 
roughly,  $41,000,000  that  your  company  received,  plus  $35,000,000  in 
fees.  Is  that  about  right?  It  cost  the  Government  $25,000,000  for 
that  facility.  You  got  that.  You  got  $14,000,000  in  property  and  you 
got  $2,000,000  credit.  That  is  $41,000,000.  The  plant  cost  $25,000,- 
000.  Tint  is  $66,000,000.  You  got  $35,000,000  in  gross  fees.  That 
is  $91,00C',000.  All  together  your  company  got  $91,000,000  for  build- 
ing 467  ships.  Roughly,  without  the  deduction  of  taxes,  it  cost  the 
Government  nearly  $200,000  in  fees  for  each  ship  built  by  your  com- 
pany. The  Todd  people,  just  ahead  of  you,  had,  roughly,  $11,000,000 
in  fees  ajid  the  plant  was  about  $14,000,000.  Theirs  was  about  half 
the  cost  to  the  Government.  Yours  was  $200,000  per  ship. 

Mr.  McCone.  Are  you  asking  me  a question,  sir  ? 

Mr.  "Weichel.  Yes. 

Mr.  McCone.  I think  your  figures  are  wrong.  My  answer  is  “No.” 

Mr.  W^eiciiel.  The  plant  cost  $25,000,000.  You  got  that.  There 
was  $14,0100,000  worth  of  chattels  on  the  ground ; you  got  that ; $2,000,- 
000  credit.  That  is  $41,000,000.  You  had  $35,000,000  in  fees  after 
renegotiation 

Mr.  Keogh.  You  have  the  plant  in  there  twice. 

The  Ci  [airman.  It  is  a matter  of  argument  for  the  committee,  rather 
than  to  ask  this  gentleman  the  question. 

Mr.  Weichel,.  I am  asking  if  he  got  that  much. 

The  Chairman.  It  seems  to  me  to  be  a matter  of  argument. 

Mr.  Weichel.  I am  just  adding  up  what  the  Government  paid  to 
this  one  Company  either  in  fees,  property,  or  credit,  for  which  they 
got  467  sljdps.  The  Todd  people  got  $11,000,000  in  fees  and  a plant  of 
about  $12,000,000  or  $14,000,000,  and  they  built  222  ships. 

Mr.  MpCoNE.  I cannot  follow  your  figures.  I cannot  add  worn- 
out  facilities  and  surplus  materials  that  are  valueless,  and  this  and 
that.  I just  cannot  do  it.  I can  say  this,  however 
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Mr  Wricked.  You  got  all  of  those  things,  did  yoii  not?  _ 

Mr  McCone.  No.  All  I can  say  is  this,  Mr.  Weichel,  and  that  is 
. , ’ j-i.r.  records  of  the  Maritime  Commission  as 

“LI  £*  S .fft.51  California  Ship  on  a nor  way 

bafsorfpei’aMp  bLia;  secondly,  on  the  cost 

a basis  of  either  total  cost  or  man-hours.  While  California  snip, 

T am  sorry  to  say,  was  not  the  lowest-cost  yard,  it  was  right  down 
LXg  S low  two  or  three  yards,  and  we  are  very  proud  of  its 

^ The 'Chairman.  I wonder,  gentlemen  if  we  have-  not a been  ovg  that 

several  times.  We  have  Mr.  ,T ones  waiting  position 

an  engagement  tomorrow  and  cannot  be  here.  I have  no  disposit  o 

to  shut  off  any  testimony. 

Mr  Weichel.  That  is  all,  Mr.  Chairman.  , , T wr»nlrl 

Mr  Coles.  I have  no  questions  to  ask,  Mr.  Chairman,  but 1 would 
like  to  sav  that  we  have  given  a commitment  to  Mr.  Bechtel,  who  is 
“ ciy  lbgVranlring  officer  in  the  Boy  Scouts  of  America,  that  he  m,uM 

be  able  to  leave  here  tonight.  , .-i  n Oviock  to- 

The  Chairman.  If  that  is  so,  I will  stay  here  until  11  ociock  to 

night  if  necessary.  I do  not  ask  the  others  to  do  that  with  me. 

Stand  aside,  Mr.  McCone. 

Mr.  McCone.  Am  I excused,  sir  ( 

Mr°  McCone^I  Jpreciate  this  opportunity  to  appear  before  the 

C01(  Information  furnished  by  the  California  Shipbuilding  Corp.,  in 
response  to  the  committee’s  questionnaire,  has  been  received  m the 

record  and  marked  “Exhibit  14.”)  ■ » ,, 

Mr  Coles.  Mr.  Chairman,  may  I suggest  that  the  witness  from  the 
New  England  Shipbuilding  Corp.  now  testify,  and  may  I,  before 
calling  upon  him,  introduce  Mr.  Nathaniel  C.  W.  Gennett,  Jr.,  the 
assistant  general  counsel  of  the  committee,  who  will  examine  the 

WThf Chairman.  Yes;  and  I hope  examination  of  counsel  will  be 
limited  to  the  minimum,  so  that  we  can  accommodate  these 
who  are  here.  Then,  when  counsel  have  laid  a foundation  for  an 
examination  by  members  of  the  committee,  what  they  do  not  cover 

t}l  WilUhe  witnesses  hold  up  their  hands,  please?  Do  you  solemnly 
swear  that  the  evidence  that  you  shall  give  at  these  hearings  or  any 
future  hearings  herein  will  be  the  truth,  the  whole  truth,  and  noth  ng 
but  the  truth,  so  help  you  God? 

Mr.  Stoi/er.  I do. 

TESTIMONY  OE  MICHAEL  L.  STOLEE,  NEW  ENGLAND 
SHIPBUILDING  COKP. 

Mr.  Gennett.  Will  you  please  give  us  your  full  name? 

Mr  Stoler.  Michael  N.  Stoler,  S-t-o-l-e-r.  . 

Mr.  Gennett.  And  you  represent  what  corporation  or  company? 

Mr.  Stoler.  We  represent  the  New  England  Shipbuilding  Corp. 

Mr.  Gennett.  What  is  your  position  with  that  corporation . 
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lfT(nnERn /m”1  a certified  public  accountant,  partner  of  Henry 

New  C£?'f  We.haTe  been  associated  with  the 

JMew  J^n^land  shipbuilding  Co.  from  its  inception  in  1941  not  onlv 
in  the  capacity  of  certified  public  accountants  but  advisers  and  asso 
ciates  Wh  them-not  financially,  but  in  business  matters  SS°‘ 

timf  JGiR^NETT'  Sfcolerf  wdl  you  give  us  the  date  of  the  forma- 
poia4?  C°rporatlon’  and  tel1  ™ State  in  which  it  was  inZ- 

Mr.  Stoler.  Yes.  The  New  England  Shipbuilding  Corn  ms 

Corp" and  ™ orga““eti 

oi ri^srnt  vmt’  “d  Bath  ir°n  w»rts  e»po 

P^Tfie  W™1™  AN-  • ^ay  1 ask  right  there  if  that  is  the  same  old  South 
madeatepoS?^  mVert^ted  here  at  one  time,  and  upon  which  we 
Mr.  Stoler.  That  is,  sir. 

Mr.  Cennett.  Can  you  give  the  date  of  the  corporation’s  first  con 
tract  with  the  Maritime  Commission  ? 1 

intoom T?e  c°ntract  for  ships  was  entered 
™0,,™ April f8’  tf41?  an4  % facilities  some  time  before  that.  I will 
Set  t iie^xact  date  for  you  m just  a minute. 

Mr.  Gennett.  How  much  of  the  incorporators’  money  was  oris- 

SlfipyardVcorp.T  C01‘p0ration  ’ that  is’  by  Bath  Iron  Works  and  Toll 

.,M£  bt°xLEI!-  Wdl,  at  the  original  formation  there  were  more  than 
the  Bath  Iron  Works  and  Todd  Shipyards.  We  also  had  the  same 

mSly.  j that  Mr'  Kaisei‘  had’  the  Incorporation  group!  or™ 

Mr.  G|ennett  But  you  stated  that  the  New  England  Shipbuilding 
Shteyards^  5°'perCent  **  Batb  Iron  Works  and  50  percent  by  Todd 

Mr.  Stoler.  At  present, 

Mr.  Gannett.  At  the  present  time? 

Mr.  Stoler.  That  is  right. 

Mr.  Gannett.  Then,  prior  to  April  1, 1941,  were  the  10  Kaiser  com 
panics  interested  m the  corporation?  Are  they  the  same  companies 

tioane™is^ “ng?m  ® ^ C°rporations  whicb  ™ 

he|prSilSy;^!dtlu>Blb  Iron  Works  Corp.that  ^ mentioned 

did  tbe  corporation  descend  fully 
at  * ^ath  Iron  Works  and  Todd  Shipyards  Corp  « ^ 

Mr.  Stoler.  I believe  it  was  early  in  1942.  1 

GfNNETT.  What  was  the  amount  of  capital  originally  put  in 
fbi®  corporation  by  Todd  and  Bath  Iron  Works  ? 

T,af  i'  1S?0LER;  -11’  $278,000  in  capital  stock,  $750,000  in  subordi- 

rxi0»s.m“’ of  th»  ^ >»-  - -rpSS- 

Mr.  Gannett  Was  interest  paid  on  these  bank  loans? 

Mr.  oTpLER.  Yes;  it  was. 
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Mr,  Gennett.  Was  the  interest  reimbursed  by  the  Commission? 

Mr.  Stolee.  Yes;  the  interest  was,  but  there  was  a credit  commit- 
ment by  the  banks  which  was  not  reimbursed  by  the  Commission, 

Mr.  Gennett.  About  what  percentage  of  the  total  interest  on  bank 
loans  was  reimbursed  ? 

Mr.  Stolee.  I would  say  roughly  about  85  to  90  percent. 

Mr. ' Gennett.  Were  receivables  from  the  Government  contracts 
pledged  as  security  for  the  bank  loans  ? 

Mr.  Stolee.  Yes  | they  were. 

Mr.  Gennett.  Did  the  corporation  put  any  of  its  own  capital,  that 
is,  the  $278,000  that  you  mentioned,  actually  in  the  physical  shipyard 
of  the  corporation  ? 

Mr.  Stolee.  Well,  they  did  not  have  it  in  physical  shipyard,  actu- 
ally. They  put  up  the  cash  plus  $750,000  additional  cash  for  working 
capital. 

Mr.  Gennett.  What  was  the  $278,000  used  for? 

Mr.  Stolee.  That  was  used  for  current  working  expenses,  payments 
prior  to  the  time  when  the  Maritime  Commission  would  reimburse  the 
company. 

Mr.  Gennett.  Were  there  any  increases  in  capital  through  stock 
dividends  ? 

• Mr.  Stoler.  Yes.  When  the  Kaiser  group  got  out  of  the  company 
in  1942.  a dividend  of  $40,000  was  declared.  Twelve  thousand  dollars 
was  paid  in  cash  to  the  Kaiser  group,  and  $28,000  in  stock  to  Bath  and 
to  Todd  Shipyards. 

Mr.  Gennett.  Which  increased  the  total  capital  of  the  corporation 
to  what  ? 

Mr.  Stolee.  To  the  present  $278,000. 

. Mr.  Gennett.  $278,000? 

Mr.  Stoler.  That’s  right. 

Mr.  Gennett.  This  increase  in  capital  was  paid  out  of  profits  made 
by  the  corporation  prior  to  that  time  from  its  shipbuilding  activities  ? 

‘ Mr.  Stoler.  Yes ; that  is  right.  . _ . 

Mr.  Gennett.  What  was  the  total  cost  of  the  facilities  to  the  Mari- 
time Commission? 

Mr.  Stolee.  The  cost  to  the  Maritime  Commission  of  which  we 
know  was  $13,520,842,  but  there  were  some  additional  expenditures  by 
the  Commission  which  were  not  on  our  records.  That  is  in  connection 
with  another  shipyard  adjacent  to  our  own. 

Mr.  Gennett.  Were  those  facilities  of  the  shipyard  adjacent  to 
your  own  shipyard  used  by  your  company  ? 

Mr.  Stoler.  Yes,  they  were. 

Mr.  Gennett.  Then  the  total  Government  or  Maritime  Commission 
money  in  the  yard  was  substantially  in  excess  of  1 Sy2  million  dollars? 

Mr,  Stolee.  Yes;  it  was — probably  22  or  23  million  dollars. 

Mr.  Gennett.  Perhaps  I am  redundant,  but  did  the  corporation 
have  any  investment  in  the  yard  ? 

Mr.  Stoler.  I believe  no  investment  in  physical  assets,  no. 

Mr.  Gennett.  Was  the  yard  built  on  a facilities  contract  by  the 
New  England  Shipbuilding  Corp.? 

Mr.  Stoler.  It  was  built  on  a facilities  contract ; yes. 

Mr.  Gennett.  I assume. that  the  usual  provision  against  profit  was 
in  that  contract? 
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Mr.  Stoler.  Yes ; there  was  no  profit  of  any  kind. 

Mr.  Gennett.  Was  the  work  subcontracted? 

Mr.  Stoler.  Yes;  the  work  was  subcontracted,  but  not  to  affiliates 
of  either  company. 

Mr.  Gennett.  Were  fees  earned  by  the  subcontractors? 

Mr.  Stoler.  Profits  were  earned,  we  believe. 

Mr;  Gennett.  How  many  shipbuilding  contracts  did  New  England 
have,  Mr.  Stoler? 

Mr.  Stoler.  We  have  had  a total  of  five  fixed-fee  contracts,  one 
selective-price  contract,  and  one  bid  contract. 

Mr.  Gennett.  One  bid  contract? 

Mr.  Stoler.  One  lump-sum  contract. 

Mr.  Gennett.  I understood  from  the  statements  furnished  us  by 
the  corporation  that  you  had  cost-plus  contracts. 

Mr.  Stoler.  Cost-plus-fixed-fee. 

Mr.  Gennett.  Do  you  regard  the  lump  sum  as  a bid  contract. 

Mr.  Stoler.  Right. 

Mr.  Gj-ENNETT.  Do  you  regard  the  lump-sum  as  a bid  contract. 

Mr.  SjTOLER.  We  did.  It  did  not  make  any  difference.  There  was 
very  little  work  done  on  it. 

Mr.  Gennett.  Were  any  of  these  contracts  converted  to  any  other 
type  of  contract  ? • 

Mr.  Stoler.  No,  sir. 

Mr.  Gennett.  Can  you  tell  us  the  total  amount  of  fees  paid  to  or 
earned  by  the  corporation  on  these  contracts? 

Mr.  Stoler.  I will  have  to  tell  you  that  in  two  parts,  because  the 
company  has  not  as  yet  been  renegotiated,  and  has  not  as  yet,  in  fact, 
receivedL final  payment.  It  has  submitted  claims  for  certain  amounts. 

I will  give  you  the  amounts  that  we  have  received,  which  is  $5,637,- 
000.  W e have  claims,  however,  for  about  5,976,000. 

Mr.  G[ennett.  Therefore  approximately  50  percent  of  .your  total 
claims  have  been  renegotiated  and  allowed  ? 

Mr.  Stoler.  Not  renegotiated.  Those  were  the  minimum  fees 
stated  in  the  contract. 

Mr.  Gennett..  Have  you  seen  exhibit  1 prepared  by  the  Maritime 
Commission,  which  estimated  the  New  England  Shipbuilding  Corp.’s 
profits  at  $11,871,840. 

Mr.  Stoler.  No;  I did  not  see  that.  That  is,  I did  not  see  that 
officially,  I did  see  it  in  the  newspapers,  and  I could  not  reconcile 
that  wit.|i  our  figures,  but  came  fairly  close. 

Mr.  G|ennett.  As  you  stand  at  the  present  time  there  is  very  little 
difference  between  the  Maritime  Commission’s  figures  and  the  figures 
which  you  have  just  given  there? 

Mr.  Stolej;.  Our  figures  in  total,  assuming  that  all  of  our  claims  are 
allowed  and  that  we  keep  all  of  our  money  in  renegotiation,  total 
$11,813,285.50,  compared  with  a figure  given  here  as  $11,097,112. 

Mr.  Gannett.  That  does  not  differ  very  much  from  the  Maritime 
Commission’s  figures. 

. Do  you  know  the  total  cost  of  the  contracts  to  the  Maritime  Com- 
mission ? 

Mr.  Stoler.  Yes. 

Mr.  Gennett.  Would  you  give  us  that  figure? 
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Mr.  Stoler.  Surely.  The  total  cost  of  the  cost-plus-fixed- fee  con- 
tracts was  $250,923,871.10  ■ the  fixed-price  contract  was  $633,544.22 ; 
and  then  the  selective-price  contract  was  $8,588,078.34. 

Mr.  Gtennett.  On  till  of  these  contracts  a portion  of  the  material 
was  supplied  by  the  Government,  was  it  not? 

Mr.  Stoler.  That  is  right.  ' , . 

Mr.  Gen  nett.  Do  you  know  exactly  or  nearly  so  how  much  that 

figure  would  be? 

Mr.  Stoler.  We  have  no  idea  as  to  how  much  was  supplied. 

Mr.  Gennett.  Were  management  salaries  of  the  corporation  reim- 
bursed by  the  Maritime  Commission? 

Mr.  Stoler.  In  part;  not  wholly.  . 

Mr.  Gennett.  Did  you  have  a substantial  amount  of  reimbursable 
items  that  were  disallowed  by  the  Commission? 

Mr.  Stoler.  Yes.  We  thought  we  bad,  but  compared  to  some  of 
the  figures  we  have  heard  they  are  not  so  great.  Our  contractors  ex- 
penses totaled  §667,933.36. 

Mr.  Gennett.  Normally,  however,  you  were  reimbursed  promptly 
by  the  Commission  upon  submission  of  vouchers  with  the  proper 
certification,  were  you  not? 

Mr.  Stoler.  Yes;  after  the  Commission  had  its  audit  procedure  set 

UP^i?Gennett.  In  this' case,  as  in  most  of  the  others,  we  have  seen  that 
management  fees  were  paid;  that  interest  on  borrowed  capital,  or  a 
part  of  the  interest  thereon  was  paid  by  the  Commission;  that  the 
corporal  ion  was  reimbursed  promptly  for  expenses ; that  a portion  of 
the  material  and  usually  the  largest  portion,  was  supplied  by  the  Com- 
mission ; and  that  the  yards  and  facilities  were  entirely  furnished  by 
tfi6  Commission.  In  of  tlio  fftct  thftt  f&ciIitioS)  ltibor^  £md  otnoi 
costs,  as  well  as  materials,  were  furnished  by  the  Commission  what  are 
the  fees  of  $5,637,000  already  paid  and  $5,976,000  estimated  to  be  still 
due  the  corporation  being  paid  for? 

Mr.  Stoler.  For  delivering  244  vessels. 

Mr.  Gennett..  Do  you  know,  Mr.  Stoler,  the  percentage  of  profit 
made  on  the  capital  investment  of  the  corporation  as  shown  by  the 
fees  paid  or  estimated  to  be  paid  ? 

Mr.  Stoler.  No  : I have  never  worked  that  out,  although  I can. 

Mr.  Gennett.  I have  asked  a committee  accountant  to  calculate 
it,  and  it  comes  out  as  4,055  percent  on  the  original  capital. 

Mr.  Stoler.  On  the  original  capital  of  $278,000? 

Mr.  Gennett.  On  the  original  capital  of  $278,000. 

Mr.  Stoler.  Without  stockholders’  loans  or  hank  loans. 

Mr.  Keogh.  Mr.  Chairman,  1 am  wondering  if  that  is  not  the  kind 
of  computation  that  Mr.  McCone  referred  to  in  his  testimony  this 
morning.  It  is  a conclusion  that  is  one  way  of  expressing  something 
that  is  not  as  complete  as  it  might  be. 

Mr.  Gennett.  Perhaps  that  is  true. 

Mr.  Keogh.  Do  you  not  think  that  fairness  would  impel  you  to 
permit  all  these  witnesses  to  present  the  alternative  computations? 

Mr.  Gennett.  I do,  Mr.  Keogh,  if  they  desire  to  do  so. 

Mr.  Keogh.  May  I suggest,  then,  that  that  question  be  withdrawn 
and  deferred  ? 


Approved  For  Release  2003/10/10  : CIA-RDP64B00346R000400060002-4 


Approved  For  Release  2003/10/10  : CIA-RDP64B00346R000400060002-4 

230  SHIPYARD  PROFITS 

The  Chairman.  It  is  withdrawn.  , 

Let  us  proceed  just  as  far  as  necessary  to  let  the  witness  make  his 
statement,  and  let  the  members  examine.  Then  counsel  will  resume 
the  examination. 

Mr.  Gennett.  Mr.  Stoler,  will  you  give  us  briefly  the  maximum 
ana  minimum  fees  that  were  paid  on  the  three  contracts  that  you  had 
with  tjie  Commission  ? 

Mr.  Stoler.  Yes.  We  had  various  fees  in  the  various  contracts. 
Under  one  contract  we  received  no  fees.  Under  one  contract  we  re- 
CrI£«nnnaS1C  fee  °f  $60’000>  a minimum  of  $32,750,  and  a maximum 

OX  (plOjUUU. 

Mr-  Peogh.  To  which  one  are  you  referring  now  ? 

Mr.  'Stoler.  Cost-plus-fixed-fee. 

I hisj  was  also  a, cost- plus-fixed-fee  contract  under  which  we  received 
a basic! fee  of  $55,000,  a minimum  of  $30,000,  and  maximum  of  $70,000 ; 

a?ioA^AAird  jype  °.f  contract  Sive  us  a basic  fee  of  $45,000,  minimum 
of  $20, pOO,  and  maximum  of  $60,000. 

Mr.  Gennett.  Can  you  state  the  basis  for  the  base  figure  in  these 
maximum  and  minimum  fees  ? 

Mr.  Stoler.  No.  I do  not  know.  Those  were  by  negotiation. 

Mr.  Gennett  I understood  you  to  say  some  of' your  contracts  had 
been  renegotiated  ? ' 

Mr.  Stoler.  No.  We  had  a renegotiation  meeting  and  arrived  at 
some  tentative  figures,  but  nothing  final. 

y ; r-  Gennett.  None  of  the  contracts  has  yet  been  renegotiated  ? 

Mr.  Stoler.  That  is  correct. 

Mr.  Gennett.  The  first  contract  was  entered  into  in  1942? 

Mr.  Stoler.  In  ’41. 

Mr.  Gennett.  And  it  has  not  yet  been  renegotiated  ? 

Mr.  Stoler.  That  is  right. 

Mr.  Gennett.  The  date  of  the  last  contract  was  what,  Mr.  Stoler? 
llie  Chairman.  How  many  contracts  were  there? 

Mr.  Stoler.  There  were  five  contracts.  The  date  of  the  last  one, 
subject  jto  renegotiation,  is  June  17,  1943. 

“U  Gannett.  But  none  of  those  contracts  has  been  renegotiated'^ 
Mr.  Stoler.  That  is  right. 

Mr.  Gennett.  That  is  all,  Mr.  Chairman. 

The  Chairman.  Do  you  have  any  statement? 

Mr.  Stoler.  No,  sir. 

Mr.  Herter.  Just  one  question,  out  of  turn.  At  this  point  can  you 
tell  us  what  is  b6ing  renegotiated,  profits  of  what?  X may  have  been 
out  of  t re  room  when  you  gave  that. 

.1. ^5r'i ’Toler.  Yes,  sir;  I will  give  you  that.  The  maximum  fees 
tnat  the  company  has  received  or  is  entitled  to  receive  are  $11  613,- 
285.50.  That  is  the  figure  subject  to  renegotiation. 

Mr.  Herter.  On  what  total  dollar  volume  of  business? 

Mr.  Stoler.  On  a total  volume  of  $250,873,871.10. 

Mr.  I|[erter.  What  percentage  is  that  figure,  about  4U  ? 

Mr.  Stoler.  Four  and  one-half  before  taxes. 

Mr  Gennett.  Mr.  Chairman,  may  I ask  the  witness  if  he  will  fur- 
nish for  us  the  percentage  earned  on  invested  capital,  as  Mr.  KeoMi 
suggest  eid  ? & 
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The  Chairman.  I would  rather  not  interrupt  the  examination  be- 
ing conducted  by  Mr.  Herter. 

Mr.  Gennett.  Excuse  me,  sir. 

Mr.  Herter.  I just  thought  those  figures  out  to  be  a part  of  the 
preliminary  statement  so  we  would  know  what  we  are  talking  about 
from  here  on. 

That  is  all. 

Mr.  Gennett.  Would  you  do  that? 

Mr.  Stoler.  Yes,  sir. 

Mr.  Gennett.  I asked  Mr.  Stoler  if  he  would  give  us  the  percentage 
earned  on  invested  capital,  according  to  his  records. 

The  Chairman.  He  said  he  would? 

(See  exhibit  15.) 

Mr.  Herter.  What  taxes  did  you  pay  ? What  is  the  net  ? 

Mr.  Stoler.  I have  that.  We  paid  taxes  on  our  income  received 
of  five-million-six-hundred-thousand-odd  dollars  of  $4,023,000. 

Mr.  Herter.  That  you  are  deducting  from  the  $11,000,000  ? 

Mr.  Stoler.  No,  sir.  I am  deducting  that  from  $5,600,000  because 
we  have  not  received  the  others. 

Mr.  Herter.  The  other  is  still  subject  to  renegotiation? 

Mr.  Stoler.  That  is  right,  sir.  In  other  words,  the  tax  rate  is  about 
75  percent  on  what  we  earned. 

The  Chairman.  Mr.  Keogh? 

Mr.  Keogh.  Do  I understand  from  your  testimony,  Mr.  Stoler, 
that  the  Maritime  Commission  owes  you  upward  of  $5,000,000,  accord- 
ing to  your  figures,  or  almost  $6,000,000?  Is  that,  in  your  opinion, 
ample  reserve  out  of  which  any  recapture  by  way  of  renegotiation 
may  be  had? 

Mr.  Stoler.  We  are  hoping  that  we  will  get  all  of  that  money. 

Mr.  Keogii.  You  are  hoping  that  you  will  get  all  of  it,  but  if  the 
Government  renegotiates  you  out  of  it,  it  will  credit  it  against  what 
it  owes  you. 

Mr.  Stoler.  That  is  correct. 

Mr.  Keogh.  So  it  really  does  not  make  too  much  difference  that 
renegotiation  is  not  carried  out  immediately. 

Mr.  Stoler.  Not  m our  situation;  no,  sir. 

Mr.  Keogh.  I have  no  further  questions. 

The  Chairman.  Mr.  Bradley? 

Mr.  Bradley.  No  questions. 

The  Chairman.  Do  any  other  members  of  the  committee  have 
questions  ? 

Mr.  Bradley.  Yes;  I have  one  question,  Mr.  Chairman. 

The  Chairman.  Mr.  Bradley. 

Mr.  Bradley.  Mr.  Witness,  we  went  into  the  old  South  Portland 
yard  several  years  ago,  you  may  recall. 

Mr.  Stoler.  Yes,  sir. 

Mr.  Bradley.  At  that  time,  when  that  yard  was  under  construction, 
there  was  quite  a lot  of  talk  about  subcontractors  being  connected  with 
officials  in  the  yards  on  a subrosa  basis  and  making  pretty  handsome 
profits  on  the  rental  of  machinery  and  so  on  and  so  forth.  Do  I 
understand  that  this  is  a new  set-up  entirely  of  the  New  England  ^ 
Shipbuilding  Co.?  ' 
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Mr.  SijoLEii.  It  is  new  management. 

Mr.  Bradley.  Mr.  Newell  is  not  there  any  more? 

Mr.  S toleu.  He  is,  of  course,  interested  in  Bath  Iron  Works,  which 
is  still  5Cj  percent  interested  in  our  company,  but  the  Todd  Shipyards 
lias  taken  over  the  active  management  of  that  yard. 

Mr.  Bradley.  As  I understand  it,  this  $23,000,000  put  into  facilities 
was  put  into  a new  yard. 

Mr.  Stoler.  No,  sir.  Pardon  me;  I’m  sorry.  Part  of  that  was 
put  into  :a  new  yard.  Thirteen-million-odd-dollars  was  put  into  the 
west  yard  and  the  other  yard,  which  was  built  for  the  Bath  Iron 
Works  Corp.,  which  built  boats  for  the  British,  was  taken  oyer  by 
the  Maritime  Commission  at  the  completion  of  their  contract  with  the 
British  ajnd  used  by  us.  We  were  told  that  that  was  about  eight  and 
a half  million  dollars. 

Mr.  Bradley.  Was  that  the  one  we  had  all  the  fuss  about  4 or  5 
years  ago? 

Mr.  Stoler.  You  had  the  fuss  about  the  west  yard,  which  was  built 
for  the  cpmpany. 

Mr.  Bradley.  That  does  not  figure  in  this  picture  right  today? 

Mr.  S toler.  Yes,  sir.  That  is  $13, 800, 000-odd,  is  what  that  yard 
cost. 

Mr.  Bradley.  I think,  then,  you  perhaps  want  to  correct  the  state- 
ment I understood  you  to  make  in  answer  to  Mr.  Gennett’s  question, 
that  none  of  the  subcontractors  at  that  time  were  connected  with 
officials  pf  the  yard — not  with  the  present  management,  but  at  that 
time  they  were.  But  that  is  past  history. 

Mr.  Stoler.  That  is  not  a matter  of  record,  so  far  as  I know. 

Mr.  Bradley.  It  is  a matter  of  record  before  this  committee. 

Mr.  Stoler.  Perhaps. 

Mr.  Bradley.  There  were  very  voluminous  hearings  that  we  had  at 
that  time. 

The  Chairman.  Yery  voluminous  on  the  South  Portland  yard, 
which  resulted  in  saving,  I understand,  several  million  dollars  in  the 
settlement,  that  was  made  afterward, 

Mr.  Bradley.  That  is  all  I have. 

Mr.  Herter.  May  I ask  one  additional  question? 

The  Chairman.  Yes,  sir. 

Mr.  H|erter.  As  a matter  of  accounting  procedure,  I am  not  clear. 
When  you  are  renegotiating  profit  as  of  a given  year,  and  they  are 
finally  determined  and  a settlement  is  made,  do  you  pay  taxes  based 
on  the  tax  laws  as  of  that  given  year  or  do  you  pay  taxes  as  at  the 
time  yoii  receive  the  money  ? 

Mr.  Stoler.  As  of  the  given  year  in  which  the  work  was  done. 

Mr.  Keogh.  And  as  a matter  of  law,  is  it  not  beyond  the  province  of 
the  renegotiators  to  consider  what  the  tax  burden  is?  Theoretically 
they  are' supposed  to  disregard  that. 

Mr.  SItoler.  Theoretically  they  are. 

The  Chairman.  Mr.  Gennett,  have  you  any  further  questions? 

Mr.  Gennett.  I think  not,  Mr.  Chairman. 

The  Chairman.  If  there  is  nothing  else,  the  witness  stands  aside. 
Call  your  next  witness. 

(Information  furnished  by  the  New  England  Shipbuilding  Corn, 
in  response  to  the  committee’s  questionnaire  has  been  received  for  the 
record  ajnd  marked  “Exhibit  15.”) 
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Mr.  Gennett.  We  call  the  Todd-Houston  Shipbuilding  Corp. 

The  Chairman.  Will  you  solemnly  swear  that  the  testimony  you 
will  give  in  this  or  further  hearings  on  the  same  subject  matter  will 
be  the  truth,  the  whole  truth,  and  nothing  but  the  truth,  so  help  you 
God  ? 

Mr.  Maiden.  I do. 

TESTIMONY  OF  NORMAN  0.  MAIDEN,  REPRESENTATIVE  OF  TODD- 
HOUSTON  SHIPBUILDING  CORP, 

Mr.  Maiden.  My  name  is  Norman  G.  Maiden.  I am  a certified 
public  accountant,  partner  of  Arthur  Young  & Co.  As  independent 
accountants  we  have  been  advisers  to  the  company  since  its  inception. 

I am  in  charge  of  the  Dallas  office. 

Mr.  Gennett.  So  you  are  familiar  with  all  the  corporate  details  and 
business  affairs  of  the  corporation? 

Mr.  Maiden.  I am. 

Mr.  Gennett.  Would  you  give  us  the  date  of  the  formation  of  that 
corporation  and  the  State  in  which  it  was  incorporated? 

Mr.  Maiden.  January  6, 1941,  in  the  State  of  Delaware. 

Mr.  Gennett.  Was  its  original  name  Todd-Houston  Shipbuilding 
Corp.  ?. 

Mr.  Maiden.  Its  original  name  was  Houston  Shipbuilding  Corp. 

Mr.  Gennett.  When  was  it  changed  to  the  Todd-Houston  Corp.? 

Mr.  Maiden.  I do  not  recall  the  date.  I think  you  have  that.  The 
amendment  is  filed  . 

Mr.  Gennett.  I have  an  amendment  to  the  certificate  of  incorpora- 
tion which  states  the  date  as  March  27, 1944. 

Mr.  Maiden.  That  is  right. 

Mr.  Gennett.  Will  you  tell  us  the  names  of  the  corporations  or 
individuals  who  participated  in  the  formation  of  the  Todd-Houston 
Shipbuilding  Corp.  ? 

Mr.  Maiden.  The  original  stockholders  were  Todd  Shipyards  Corp., 

Henry  J.  Kaiser  Co.,  the  Kaiser  Co.,  Pacific  Bridge  Co.,  MacDonald 
& Kahn,  Inc,,  Utah  Construction  Co.,  General  Construction  Co.,  Mor- 
rison-Knudsen,  Inc.,  J.  F.  Shea  Co.,  Inc.,  W.  A.  Bechtel,  and  Bechtel- 
McCone-Parsons  Co. 

Mr.  Gennett.  The  corporations  or  individuals  that  you  have  named 
might  be  again  designated  as  the  Kaiser  group  ? 

Mr.  Maiden.  Except  Todd  Shipyards,  of  course.  ■ 

Mr.  Gennett.  At  the  present  time,  is  Todd-Houston  Shipbuilding 
bm'P-  owned  by  the  list  of  corporations  or  companies  that  you  named f 

Mr.  Maiden.  No.  Todd-Houston  Shipbuilding  Corp.  is  owned  100 
percent  by  Todd  Shipyards  Corp.,  and  has  been  since  February  1942. 

Mr.  Gennett.  When  was  the  first  contract  with  the  Maritime  Com- 
mission entered  into,  Mr.  Maiden  ? 

Mr.  Maiden.  The  first  facilities  contract  was  dated  January  11 
1941.  J ’ 

Mr.  Gennett.  Was  this  facilities  contract  performed  by  the  Todd- 
Houston  Corp.  ? 

Mr.  Maiden,  Yes.  It  was  their  responsibility. 

Mr.  Gennett.  Were  there  any  subcontractors? 

Mr.  Maiden.  Yes. 
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Mr.  Gennett.  Were  any  of  those  subcontractors  related  in  any  man- 
ner to  the  Todd-Houston  Corp.  ? 

Mr.  Maiden.  No ; not  that  I know  of. 

Mr.  Gennett.  So  the  Todd-Houston  Corp.  built  the  yard.  Was 
there  a provision  against  profit  to  the  builder  of  the  yard  in  its  facili- 
ties contract? 

Mr.  Maiden.  That  is  right — no  profit. 

Mr.  Gannett.  What  was  the  original  capital  of  the  company  ? 

Mr.  Maiden.  The  original  capital  of  the  company  was  $100,000. 

Mr.  Gennett.  One  hundred  thousand  dollars  was  put  up  in  what 
proportions  by  what  persons  or  corporations  ? 

Mr.  Maiden.  Fifty  percent  by  Todd  Shipyards  Corp.,  5%  percent 
by  Henry  J.  Kaiser  Co.,  5 ^ percent  by  the  Kaiser  Co.,  2%  percent  by 
Pacific  Bridge  Co.,  5*4  percent  by  MacDonald  & Kahn,  Inc.,  5*4  per- 
cent by  afl  the  others  that  I namecl  previously. 

Mr.  Gannett.  When  did  the  corporations  which  you  have,  named 
cease  to  be  interested  in  Todd-Houston,  and  how  was  their  interest 
acquired  by  the  Todd-Houston  Shipbuilding  Corp.  ? 

Mr,  Maiden.  The  date,  as  I recall,  was  in  February  1942.  At  that 
time  there  was  a dividend  paid  of  $25,000  in  cash  and  a stock  dividend 
of  $46,40(5. 

Mr.  Gennett.  The  stock  dividend,  of  course,  was  paid  out  of  the 
earnings  ? 

Mr.  Maiden.  That  is  right. 

Mr.  Gennett.  Were  such  earnings  earned  subsequent  to  the  first 
Maritime  Commission  contract  ? 

Mr.  MAiden.  That  is  right. 

Mr.  GenNett.  At  the  present  time  what  is  the  capital  of  the  cor- 
poration? , . 

Mr.  Maiden.  At  the  present  time  the  capital  of  the  corporation  is 
$189,200  in  capital  stock,  and  there  was  a subordinate  loan  of  $500,000, 
and.  of  course,  there  were  bank  borrowings. 

Mr.  HErter.  Mr.  Chairman,  I wonder  if  counsel  would  yield  for  a 
question  at  this  point. 

In  all  of  the  testimony  that  we  have  had  so  far  with  respect  to 
corporations  in  which  the  Kaiser  interests  participated  we  have  found 
exactly  tie  same  type  of  financing  all  the  way  through,  usually  $400,- 
000  capital  stock,  usually  the  formation  of  the  corporation  a few  days 
before  the  first  facilities  contract  was  let,  usually  subordination  of 
certain  ldans  made  by  the  stockholders  of  approximately  the  amount 
that  you  are  now  mentioning.  In  other  words,  this  has  been  repeated 
so  frequently  that  I wonder  if  you  can  tell  us  whether  that,  was  a 
standard  formula  that  the  Maritime  Commission  was  insisting  on  with 
respect  tb  a whole  group  of  corporations. 

Mr.  Harry  G.  Hill.  Perhaps  I might  answer  that.  The  Maritime 
Commission  was  insisting  that  a corporation  formed  to  take  on  one 
of  these  facilities  contracts  with  the  hope  of  later  getting  a ship  con- 
tract would  be  financed  to  some  degree,  which  would  be  stated  in  the 
contract,  and  they  would  give  you  the  alternatives:  By  share  capi- 
tal, or  by  subordinated  loans.  And  in  each  of  the  corporations  in 
which  thp  Kaiser  group  and  Todd  Shipyards  Corp.  were  associated, 
in  each  case,  I think,  we  had  $100,000  of  paid-in  capital  and  sub- 
ordinated loans  sufficient  to  make  up  the  requirement  of  the  Maritime 
Commission’s  contract. 
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Mr.  Herter.  Then  the  capitalization  was  increased  by  payment 
from  the  profits  made  from  other  contracts  ? 

Mr.  Hill.  Yes,  sir.  . , . 

Mr  Gen-nett.  Your  statement  that  the  capital  is  now  $189,200  is 
a figure  that  is  $89,200  more  than  it  was  at  the  time  the  corporation 
was  organized.  From  what  source  was  the  additional  $89,200 

obtained?  A . , .,  . 

Mr  Maiden.  At  the  organization,  $100,000  in  cash  was  paid  in. 
In  December  of  1941  there  was  an  additional  $42,800  paid  in  m cash, 
and  there  was  a stock  dividend  of  $46,400  in  February  1942,  which 


makes  a total  of  $189,200.  . ,. 

Mr.  Gennett.  Was  any  money  borrowed  from  the  banks  m addi- 
tion  to  the  loans  of  stockholders? 

Mr.  Maiden.  The  company  had  arrangements  for  loans  up  to  a 
maximum  of  $2,600,000  at  one  time,  and  there  was  continual  bor-  * 
rowings.  The  maximum  was  in  May  1942,  in  the  amount  of  $3,225, - 
000.  Later  there  was  a credit  arrangement  under  which  they  coilid 
borrow  up  to  a maximum  of  $2,000,000,  on  which  there  was  a com- 
mitment fee  which  was  paid  by  the  company  and  not.  reimbursed  by 
the  Maritime  Commission. 

Mr.  Gennett.  Was  interest  paid  on  all  of  the  hank  loans? 


Mr.  Maiden.  Yes.  _ 

Mr.  Gennet.  Was  any  of  that  interest  reimbursed  by  the  Com- 


mission ? 

Mr.  Maiden.  Yes,  except  this  commitment  fee  that  I talk  of. 

Mr.  Gennett.  Were  any  of  the  corporations  interested  in  Todd- 
Houston  guarantors  on  these  loans? 

Mr.  Maiden.  Do  you  mean,  were  the  loans  guaranteed  by  anyone? 


Mr.  Gennett.  Yes. 

Mr.  Maiden.  Not  that  I know  of.  I do  not  think  so.  Not  that  I 
recall. 

Mr.  Gennet.  Were  receivables  from  the  Maritime  Commission 
pledged  as  security  on  the  bank  loans  ? 

Mr.  Maiden.  Not  on  the  original  credit  agreements,  but  in  the 
credit  agreement  dating  from  October,  ’43,  on,  they  were. 

Mr.  Gennet.  They1  were? 

Mr.  Maiden.  They  were  pledged  then,  At  least  they  were  assigned 


to  the  banks. 


Mr.  Gennett.  So  they  stood 

Mr.  Maiden.  In  fact,  yes. 

Mr.  Gennett.  Capital  was  increased  therefore,  by  stock  dividends 
and  reinvested  cash  dividends  from  1941  until  the  date  when  the 
Kaiser  interests  were  eliminated  as  owners  of  the  corporation? 

; Mr.  Maiden.  I do  not  follow  you. 

1 Mr.  Gennett.  I said,  the  capital  of  the  corporation,  which  was 
originally  $100,000,  was  increased  by  stock  dividends  from  the  time 
pf  organization  in  1941,  until  the  time  that  the  Kaiser  interests 
were  eliminated  from  Todd-Houston,  was  it  not  ? 

Mr.  Maiden.  The  capital  stock  originally  was  $100,000,  and  then 
additional  cash  was  paid  in  by  the  stockholders.  That  has  nothing 
to  do  with  the  earnings  of  the  company.  It  was  paid  in  by  the  stock- 
holders to  the  amount  of  $42,800. 

Mr.  Gennett.  But  I understand  at  the  present  time  that  there  is 
outstanding  $189,200  in  no-par  stock. 
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Mr.  Maiden.  That  is  right. 

. Mr.  Gennett.  So  that  $89,200  additional  stock  has  been  issued 
since  its  incorporation. 

Mr.  Maiden.  No.  The  outstanding  capital  stock  was  increased 
•7  tlie  payment  mto  the  company  of  an  additional  $42,800  and  a 
stock  diyidend  of  $46,400. 

Mr.  Gennett.  I understand  that.  Was  -the  $42,000  paid  to  the 
corporation  m cash  ? ’ ‘ 

Mr.  Maiden.  From  the  stockholders. 

Mr.  Gannett.  From  the  stockholders,  and  not  from  profits? 

Mr.  Maiden.  Not  from  profits;  no,  sir. 

Mr  Gannett.  Was  there  a dividend  to  the  stockholders  before  that 
' *Vas  there  a cash  dividend  or  stock  dividend  ? 

Mr.  Maiden.  Before  the  time  they  paid  the  $42,000  in  9 
, Mr.  Gannett?.  Yes. 

Mr.  Maiden.  No. 

Mr  Gennett.  How  much  of  the  corporation’s  money  was  put  into 
the  physical  yard,  the  shipyard  ? J 1 

Mr.  Maiden.  Into  the  physical  yard  ? 

Mr.  Gennett.  Yes. 

Mr.  Maiden.  None. 

spi ission? ^NNETT"  H°W  mUch  did  the  yard  cost  the  Maritime  Com- 

Mr.  M41DEN.  Approximately  $40,000,000. 

Mr.  Gannett.  That  includes  all  charges  for  the  facilities  ? 

Mr.  Maiden.  All  charges  for  the  facilities ; yes 

5Jf1™®rr:  Al}d  none  of  the  corporation’s  capital  was  used  in 
the  yard,  either  for  facilities,  equipment,  or  the  like  * 

Mr.  Maiden.  No. 

usedrfo?rNETT'  Wlmt’  th6n’  Mr<  Maidan’  was  the  capital  actually 

Mr.  Maiden.  Paid  in  ? 

Mr.  Gennett.  The  paid-in  capital. 

Mr.  Maiden.  As  working  capital. 

Mr.  Gennett.  As  part  of  the  working  capital,  at  least.  Was  the 
work  on  tpe  yard  subcontracted ? was  me 

Mr.  Ma/den.  Yes ; a great  portion  of  it  was. 

Mr.  Gennett  Were  the  subcontractors  in  any  way,  by  stockholding 

or  otherwise,  related  to  Todd-Houston  ? g 

Mr.  Maiden.  No. 

the’corpSion?  ^ they  in  any  Way  to  the  stockholders  of 

Mr.  Maiden.  Not  that  I know  of,  and  I certainly  do  not  think  so 
into?’  GTIvETT'  Whu11  was  the  first  shipbuilding  contract  entered 
Mr.  Majden.  March  14,  1941. 

,v;to1';vG  AiNK7r'  ^hat  tyP?s  of  contracts  did  the  corporation  hold 
vith  the  Maritime  Commission,  Mr.  Maiden? 

Mr.  Maiden.  Cost-plus-fixed-fee. 

, Geatnett’  -Were  all  contracts  cost-plus  contracts  ? 

Mr.  Madden.  That  is  right. 
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Mr.  Gennett.  Can  you  state  how  many  contracts  there  were  ? 

; , r-  Maiden.  There  were  five  for  Liberty  ships  and  one  contract  for 

tankers. 

Mr.  Gennett.  In  addition  to  the  facilities  contracts? 

Mr.  Maiden.  In  addition  to  the  facilities  contract. 

Mr.  Gennett.  Can  you  tell  us  the  amount  of  fees  paid  on  these  six 
contracts,  not  including  the  facilities  contract,  which  figure  you  have 
already  given  us?  a j 

Mr.  Maiden.  The  fees  paid?  There  were  no  fees  paid  in  the  facili- 
ties contract. 

Mr.  Gennett.  I understand  that. 

Mr.  Maiden.  The  fees  paid  amounted  to  $11,123,475.  That  is  the 
amounts  received  or  receivable. 

Mr>  Gennett.  Have  any  of  those  fees  been  renegotiated? 

Mr.  Maiden  Yes  The  first  five  contracts  have  been  renegotiated 
1 hat  is  all  of  the  Liberty  ship  contracts. 

r>  .Ml''  Gennett.  If  fees  were  reduced  how  much  was  deducted  by  the 
i lice  Adjustment  Hoard  upon  renegotiation? 

Mr.  Maiden.  $2,554,828.  ' 

$11%(S)oTETT  ' Di<1  t,lat  ded,Vction  of  $2>554,828  come  out  of  the 

ceived'^AI1)EN‘  N°‘  •Y<n,r  <3,iestion  w»s>  how  much  fees  had  we  re- 
Mr.  Gennett.  That  is  right. 

Mr.  Maiden,  there  was  $2,500,000  which  we  never  received,  which 
was  eliminated.  ’ 1U1 

Mr.  Gennett  Then  about  8%  million  of  the  total  of  11  million  in 
fees  have  actually  been  paid  ? 1 111 

Mr.  Maiden.  No. 

Mr.  Gennett.  Have  I got  it  wrong* 

fc^intbc  lcm,!;^  * TlPUt  ifc  this  Way  were  the  minimum 

tecs  in  the  contract.  The  company  received  that  as  the  launchings  and 

deliveries  were  made  In  addition  to  that,  after  renegotiation  was 

completed,  we  received  additional  fees  of  $3,430,000  and  have  re 

sr^ffiS547T  t}H total  airii  ^ 

tees  was  $11,123,41 5 However,  they  had  earned  under  the  terms  of 

which  w“  8limi“lKl  * 

Mr.  Gennett.  What  is  the  net  sum  left  after  renegotiation? 

Mr.  Maiden  The  gross  fees,  the  net,  is  $11,123,475.  That  is  be- 
foie  taxes  and  before  reimbursement,  before  nonreimbursed  expenses 
origin  f Mere  any  of  these  contracts  converted  after  their 

Mr.  Maiden.  No,  no. 

„n^5'  Gennett.  Will  you  tell  us  the  total  cost  to  the  Government  of 
all  ol  the  shipbuilding  contracts? 

t Tilc  Liberty  Ships,  $208,050,600.23.  That  is  as  of 

JlMr3rV1946;  anww  taillfrs,  $12, 983, 883.50,  as  of  June  30,  1946  * 

Mr.  Gennett.  What  part  of  the  material  was  supplied  to  the  cor- 
poiation  by  the  Maritime  Commission? 

Mr.  Maiden.  I do  not  know  wliat,  the  percentage  was. 

9S48G— 40 10 
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Mr  Gennett.  Would  you  determine  that  for  us?  . .. 

Mr.  Maiden.  That  is  impossible.  It  is  impossible  of  determmatior , 

in  our  case. 

Mr.  Gen  nett  . You  could  not  determine  it . 

Mr.  MaiOen.  No. 

Mr  Gennett.  Under  any  circumstances  ? 

Mr’.  Maiden.  Under  any  circumstances;  m our  case,  we  could  not. 

Mr  Gennett.  Were  the  management  salaries  up  to  the  legal  limit 
reimbursed  by  the  Maritime  Commission  to  the  corporation? 

Mr  Maiden.  Most  of  them.  . „ . 

Mr'.  Gennett.  Did  you  have  a substantial  amount  _ of  nonreim- 
bursable items  ? 

Mr.  MaIden.  Approximately  $1,000,000.  . . 

Mr.  Gennett.  Was  the  normal  procedure  for  reimbursement  rapid, 

was  the  corporation  reimbursed  quickly? 

Mr.  Maiden.  Not  in  the  beginning. 

Mr.  Gennett.  Was  there  any  likelihood  that  the  corporation  would 
not  be  reimbursed  for  proper  items? 

Mr  Maiden.  We  hope  not.  . . ,. 

Mr.  Gennett  . There,  again,  Mr.  Maider  we  find  this  situation. 

The  corporation  has  been  paid  management  fees,  fees  for  building  the 
ships,  it  lias  been  provided  with  all  the  facilities,  and  had  its  labor 
costs  paid-  What  in  your  opinion  was  this  fee  of  approximately 
$11,000,000  paid  for? 

Mr.  Maiden.  For  building  the  ships.  . 

Mr.  Gennett.  Were  any  of  your  contracts  not  subject  to  audit? 

Mr"  Maiden.  No;  all  subject  to  audit,  and  all  were  audited. 

Mr.’  Gennett.  Have  you  any  idea  of  the  percentage  earned  on  the 
capital  investment,  of  $189,200. 

Mr.  Maiden.  Yes. 

Mr.  Gennett.  Would  you  determine  that  ? 

Mr.  Maiden.  All  right.  . 

Mr.  Gennett.  Now,  as  to  the  maximum  and  the  minimum  tees 
that  were  paid  under  these  contracts.  Can  you  state  those  for  the 

Mr  * ^Maiden  Under  the  first  contract— the  first  contract  provided 
the  minimum  fee  would  be  $60,000  per  vessel  and  the  maximum  fee, 
$140,000  per  vessel.  The  second  contract,  for  12  ships,  provided  the 
same  figures — minimum,  $60,000;  maximum,  $140,000  The  third 
contractor  32  vessels,  minimum  60,000  maximum,  $140,000  The 
fourth  contract,  for  31  vessels,  minimum  $30,000,  maximum,  $70,000. 
The  fifth;  contract,  for  108  vessels,  minimum  $20,000  per  vessel,  maxi- 
mum $60,000  per  vessel.  Now,  the  tankers : 14  tankers,  minimum 
$20,000  per  vessel,  maximum  $60,000  per  vessel.  ^ 

Mr.  Gannett.  Were  there  any  set-offis  of  nonshipbuilding  losses 

against  shipbuilding  profits? 

Mr.  Maiden.  No;  no.  . 

Mr.  Gannett.  I think  that  will  be  all,  Mr.  Chairman. 

The  Chairman.  Mr.  Keogh. 

Mr.  Keogh.  Mr.  Maiden,  have  you  prepared  the  operating  state- 
ments of  this  company  ? 1 

Mr.  Maiden.  Have  I prepared  them  ? 

Mr.  Keogh.  Yes. 
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Mr.  Maiden.  No;  I have  not  prepared  them.  I have  reviewed  them. 

I collaborated  in  the  answers  to  this  questionnaire. 

Mr.  Keogii.  I wonder,  when  you  submit  the  figure  with  respect  to 
the  percentage  that  the  fees  bear  to  the  invested  paid-in  capital,  would 
you  be  good  enough  to  accompany  that  with  a computation  of  the 
percentage  that  those  fees  bear  to  the  gross  business  done? 

Mr.  Maiden.  Certainly. 

Mr.  Keogii.  Do  you  have  any  personal  knowledge  of  the  Todd  Ship- 
building Cor]i.? 

Mr.  Maiden,  No.  ... 

Mr.  Keogii.  Do  you  have  any  knowledge  of  any  of  the  individuals 
connected  with  that  company  ? 

Mr.  Maiden.  To  some  extent;  yes. 

Mr.  Keogii.  Do  you  know  John  D.  Riley,  for  example? 

Mr.  Maiden.  Yes. 

Mr.  Keogii.  Do  you  know  what  position  he  occupies  ? 

Mr.  Maiden.  Yes. 

Mr.  Keogii.  What  is  it? 

Mr.  Maiden.  He  is  president  of  Todd  Shipyards  Corp. 

Mr.  Keogh.  Do  you  know  how  long  he  has  been  in  the  shipbuilding 
business  and  ship  repair  business? 

Mr.  Maiden.  I should  certainly  say  it  is  well  over  20  years.  Mr. 

Hill  can  answer  that. 

Mr.  Hill.  He  has  been  in  the  business  ever  since  the  formation  of 
Todd  Shipyards,  Inc,,  in  1916,  which  is  30  years. 

Mr.  Keogh.  Thirty  years  ? Do  you  know  what  reputation  he  bears 
in  the  industry  ? - 

Mr.  Hill.  The  highest,  sir. 

Mr.  Keogii.  And  is  it  not  a fact  that  the  executive  officers  of  the 
Todd  Shipbuilding  Corp.  are  men  who  have  spent  the  major  portion 
of  their  adult  lives  in  the  shipbuilding  business  ? 

Mr.  Hill.  That  is  very  true,  sir,  if  by  the  shipbuilding  business  you 
include  the  ship  repair  business. 

Mr.  Keogii.  Yes.  No  further  questions. 

The  Chairman.  Mr.  Bradley? 

Mr.  Bradley.  I have  no  questions. 

The  Chairman.  All  right.  Mr.  Weichel. 

Mr.  Weioiiel.  How  many  ships  do  you  say  your  company  built 
altogether?  Two  contracts  of  12,  one  at  32,  and  one  at  31,  and  one, 

108? 

Mr.  Maiden.  We  had  208  Liberty  ships  and  14  tankers. 

Mr.  Weioiiel.  Two  hundred  and  eight  Libertys  and  14  tankers? 

•On  the  first,  the  Government  owned  the  entire  facility  ? 

Mr.  Maiden.  That  is  right,  sir. 

Mr.  Weioiiel.  And  on  the  first  12 

Mr.  Maiden.  The  first  25. 

Mr.  Weioiiel.  I thought  you  had  one  contract  at  12,  naming  the 
•contract. 

Mr.  Maiden.  The  first  contract  was  for  25,  the  second  was  for  12. 

Mr.  Weioiiel.  Oh,  the  first  was  20?  Were  there  two  of  them  for 
12?  ' • 

Mr.  Maiden.  No  ; 25, 12,  32,  31,  and  108.  . 

Mr.  Weichel.  On  the  first  contract  for  25  Libertys,  what  fee  did 
you  get?  What  was  that  one? 
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Mr.  Maiden.  $60,000  per  ship.  That  is,  of  course.,  before  taxes. 

Mr.  Weichel.  Well,  I. know,  but  what  was  the  fee?  I mean,  you 
got  the  $$0,000,  then  you  had  to  pay  taxes.  I just,  want  to  know  what 
you  got.  j What  was  that — selective  price  ? 

Mr.  M41DEN.  No ; that  was  a cost-plus  contract. 

Mr.  Weigh  el.  Cost-plus,  and  it  was  $60,000  a ship  ? 

Mr.  Maiden.  That  is  right. 

Mr.  Wjeioiiel.  What  was  that  based  on?  On  the  cost  plus?  I 
mean,  yog  got  a percent  ? 

Mr.  Maiden.  No,  no;  that  was  the  minimum  fee  stated  in  the  con- 
tract. Tie  minimum  fee  stated  in  the  contract  was  $60,000  per  vessel, 
and  the  ipaximum  was  $140,000.  There  was  a base  fee  of  $110,000' 
and  the  base  fee  was  increased  or  decreased  depending  on  man-hours 
or  early  dr  late  delivery. 

Mr.  WificiiEL.  So  you  got  the  minimum  on  each  one  of  those,  $60,000 

Mr.  Maiden.  That  is  right. 

Mr.  WpiciiEL.  On  the  first  25  ? 

Mr.  Maiden.  That  is  right. 

Mr.  Weiciiel.  Then,  on  the  next  12,  what  was  the  contract?  $60,- 
000? 

Mr.  Maiden.  The  same  thing. 

Mr.  Weiciiel.  And  a minimum  of  what  ? 

Mr.  M41DEN.  $60,000  per  vessel. 

Mr.  Weiciiel.  60  to  100  ? 

Mr.  Maiden.  $140,000,  maximum. 

Mr.  Weiciiel.  60  to  140  ? 

Mr.  Madden.  The  work  on  these  two  contracts  was  performed  simul- 
taneously 

Mr.  Weiciiel.  Well,  you  got  $60,000  apiece  then  on  the  next  12? 

Mr.  Maiden.  That  is  right. 

Mr.  Weiciiel.  Were  those  any  different  than  Kaiser  made  out  there 
where  he  only  got  $49,000  on  the  first  ones,  where  you  got  60?  Were 
they  any  different  in  type  or  anything  ? 

. Mr.  Maiden.  Not  as  far  as  I know. 

Mr.  Weiciiel.  So  Kaiser  got  $49,000  on  his  first  ones,  and  you  got 
$60,000  apiece  on  your  first  37? 

Mr.  Maiden.  The  figure — — 

Mr.  Weiciiel  (interposing).  Now,  the  next — the  32. 

Mr.  Maiden.  The  figure  that  you  are  quoting,  from  Kaiser,  may  be 
after  taxes.  These  figures  I am  giving  you  are  before  any  deduction 
whatsoever. 

Mr.  Weiciiel.  Sure!  You  got  the  money.  I want  to  know  what 
you  got.  I expect  you  to  pay  taxes  for  it.  Everybody  pays  taxes. 

Mr.  Maiden.  No;  the  point  I am  trying  to  make  is,  I do  not  know 
that  you  are  comparing  the  proper  figure.  I do  not  know  what  the 
Kaiser  figure  was.  My  figures  were  without  any  deduction  whatever. 

Mr.  Weiciiel.  I am  talking  about  this  amount  you  collected.  I ex- 
pected yog  paid  taxes,  on  all  this.  Everybody  does. 

Mr.  Maiden.  Yes ; I know,  but  it  is  the  comparing  of  figures. 

Mr.  Weichel.  I know,  but  you  keep  on  starting  “before  taxes.” 
Everybody  pays  taxes  on  income.  On  the  next,  32,  how  much  did  you 
get  ? 

Mr.  Maiden.  $60,000. 
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Mr.  Weiciiel.  And  you  got  still  $60,000?  And  the  next,  31,  how 
much  did  you  get? 

Mr.  Maiden.  After  renegotiation?  $60,000. 

Mr.  Weiciiel.  $60,000?  What  was  that — before  renegotiating  on 
ail  these? 

Mr.  Maiden.  On  all  of  those  it  was. 

Mr.  Weiciiel.  I will,  take  the  last,  108,  here,  now.  On  that  set 
how  much  did  you  get?  How  much  did  you  get  after  renegotiation? 

Mr.  Maiden.  $44,847  per  vessel. 

Mr.  Weiciiel.  47? 

Mr.  Maiden.  $44,847. 

Mr.  Weiciiel.  $44,847?  Now,  on  the  first  25,  you  got  $60,000  after 
renegotiation.  What  did  you  get  before  renegotiation  on  those  ? 

Mr.  Maiden.  Well,  the  first,  these  were  renegotiated  as  a group;  in 
excess  of  profits  on  the  first  four  contracts,  was  $2,500,000. 

Mr.  Weiciiel.  How  much  did  it  amount  to  per  ship  ? 

Mr.  Maiden.  I have  not  calculated  it. 

Mr.  Weiciiel.  How  much  did  it  amount  to  per  ship  ? 

Mr.  Maiden.  You  want,  me  to  calculate  it? 

Mr.  Weiciiel.  Yes.  How  much  was  it  before  renegotiation  for 
those  25  ships?  How  much  was  it  a ship?  You  say  it  was  $60,000 
afterward ; and  how  much  was  it,  before  ? 

Mr.  Maiden*.  Well,  that  is  the  minimum  fee.  It  was  $60,000. 

Mr.  Weichel.  Well,  is  that  the  renegotiated  fee? 

Mr.  Maiden.  That  was  the  renegotiated  fee. 

Mr.  Weiciiel.  Well,  what  was  it  before  it  was  renegotiated?  How 
much  did  you  get  before  it  was  renegotiated?  How  much  was  it  said 
to  have  been,  before — $80,000,  or  90,  or  110  ? 

Mr.  Maiden.  No. 

Mr.  Weiciiel.  How  much  was  it  ? 

Mr.  Maiden.  No.  On  that  contract  we  got  $60,000,  which  was  the 
minimum  fee. 

Mr.  Weiciiel.  Was  that  after  renegotiation? 

Mr.  Maiden.  That  is  after  renegotiation,  also. 

Mr.  Weichel.  I am  asking  you  how  much  it  was  before.  How 
much  were  you  supposed  to  get?  How  much  were  you  to  make  the 
contract  for?  And  how  much  did  you  get ? And  afterward  they  had 
to  take  it  away.  I want  to  know  how  much  they  took  away  from  you, 
per  ship. 

Mr.  Maiden.  We  did  not  take  anything  away  on  that  first  contract. 

Nothing  was  taken  away  on  the  first  contract. 

Mr.  Weichel.  Well,  what  was  the  first  contract  for — $60,000  a ship, 
or  was  it  70,  or  80,  or  90,  or  100  ? 

Mr.  Maiden.  No ; the  minimum  fee  is  what  we  earned  on  that  first 
contract,  and  nothing  was  taken  away. 

Mr.  Weiciiel.  Is  that  what  you  charged  on  it? 

Mr.  Maiden.  That  is  right — $60,000. 

Mr.  Weiciiel.  $60,000  ? $60,000  a ship,  on  the  first  contract  ? 

Mr.  Maiden.  On  the  first  contract. 

Mr.  Weiciiel.  And  nothing  was  taken  away  ? And  it  was  still  60  ? 

Mr.  Maiden.  That  is  right,  sir. 

Mr.  Weichel.  Now,  on  the  next  12,  what  did  you  charge  per  ship? 

Mr.  Maiden.  The  same  situation. 
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Mr.  "WjEicnEL.  You  charged  the  60? 

Mr.  Maiden.  Eight. 

Mr.  Weichel.  And  nothing  was  taken  away  ? 

Mr.  Maiden.  And  nothing  was  taken  away. 

Mr.  W jEiCHEL.  And  the  next  32 ; how  much  did  you  charge  ? 

Mr.  Maiden.  Same  situation. 

Mr.  WpiciiEL.  You  charged  60? 

Mr.  Maiden.  And  nothing  was  taken  away  in  renegotiation. 

Mr.  Weichel.  What  was  this  2%  million  you  started  to  talk  about 
before,  you  said  was  taken  away,  or  those  first  12  ? 

Mr.  Maiden.  That  was  the  third,  pardon  me.  The  two-million-five- 
hundred-odd  thousand  dollars  was  taken  away  in  the  third  contract.. 

Mr.  Weichel.  On  the  32  ? 

* Mr.  Maiden.  On  the  32 ; yes,  sir. 

Mr.  Wjeichel.  On  the  32? 

Mr.  Maiden.  Yes,  sir. 

Mr.  Weichel.  How  much  did  you  charge  them  a ship  before  it 
was  taken  away  ? 

Mr.  Maiden.  All  that  we  had  charged  them  was  $60,000.  Actually, 
we  neverjgot  this  $2,500,000. 

Mr.  "VyEiciiEL.  I understand  that.  I want  to  know  what  you 
charged  them,  what  you  tried  to  get  and  didn’t  get.  That  is  what  I 
want  to  know.  I want  to  give  you  credit  for  trying  to  get  it. 

Mr.  Maiden.  I will  have  to  calculate  that. 

Mr.  Weichel.  I beg  your  pardon? 

Mr.  Maiden.  I will  have  to  calculate  that. 

Mr.  W|eichel.  All  right. 

Mr.  Keogii  (presiding).  Will  you  proceed  while  that  calculation 
is  being  made?  Can  you  proceed,  or  does  everything  depend  on  that? 

Mr.  WpiciiEL.  No,  if  he  is  ready. 

Mr.  Keogh  (presiding).  I just  wanted  to  save  the  time  of  the 
committeje. 

Mr.  Maiden.  Can  I give  that  later? 

Mr.  Weichel.  Yes;  sure. 

Mr.  Maiden.  I mean,  can  I give  that  later  ? 

Mr.  Weichel.  Yes.  Somebody  else  can  figure  that  out.  I will 
ask  the  next  question. 

Mr.  Maiden.  All  right.  Figure  that  out. 

Mr.  WfeiciiEL.  On  the  next  31  ships,  what  did  you  charge  for  fees 
on  that,  before  renegotiation? 

Mr.  Maiden.  This  is  on  the  31  ships? 

Mr.  Weichel.  Yes,  sir, 

Mr.  Maiden.  We  claim  fees  of  $1,894,348,  and  the  renegotiation 
took  away  $34,348. 

Mr.  WjEicHEL.  A thousand  dollars  a ship  is  all  they  took  away? 

Mr.  Maiden.  That  is  right. 

Mr.  Weichel.  So  you  still  got  $60,000  on  each  one  of  those  ? 

Mr.  MfiDEN.  That  is  right, 

Mr.  WhiciiEL.  The  first  contract.  Then  on  the  last,  of  108,  you  got 
$44,000?  j After  renegotiation? 

Mr.  Maiden.  That  is  after  renegotiation. 

Mr.  Weichel.  What  did  you  ask  for,  before  renegotiation  ? 

Mr.  M|iden.  That  is  what  we  asked  for. 
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Mr.  Weiciiel.  That  is  what  you  asked  for  ? 

Mr.  Maiden.  Eight. 

Mr.  Weiciiel.  Y oh  figured  that  out  in  advance,  to  that,  to  $44,347  5 

Mr.  Maiden.  No  ; they  did  not  take  anything  away. 

Mr.  Weiciiel.  How? 

Mr.  Maiden.  That  is  what  we  earned  under  the'  terms  of  the  con- 
tract, and  they  did  not  take  anything  away  in  that  contract. 

Mr.  Weiciiel.  How  was  your  contract  set  up?  In  what  way  was 
it  set  up  ? 

Mr.  Maiden.  The  minimum  fee  was  $20,000,  and  the  maximum  was 
$60,000. 

Mr.  Weiciiel.  Were  those  Liberty  ships? 

Mr.  Maiden.  These  were  Liberty  ships. 

Mr.  Bradley.  Will  the  gentleman  yield  there? 

Mr.  Weichel.  Yes;  go  ahead. 

Mr.  Bradley.  Does  not  the  Maritime  Commission  set  those  fees 
after  the  ship  has  been  built,  and  they  make  a determination  as  to 
the  costs  and  everything,  and  then  tell  you  what  fees  you  are  en- 
titled to  ? 

Mr.  Maiden.  They  make  a determination  of  the  fees  we  have  earned, 
under  the  terms  of  the  contract. 

Mr.  Bradley.  It  is  the  Maritime  Commission  that  settles  it? 

Mr.  Maiden.  Yes. 

Mr.  Bradley.  You  do  not  ask  for  the  fees— they  tell  you  what  you 
are  going  to  earn  ? 

Mr.  Maiden.  Yes ; they  determined  the  fees. 

Mr.  Bradley.  Then  they  are  apt  to  come  around  later  and  renego- 
tiate you  and  take  away  something  they  have  already  awarded  you 
once  before ; isn’t  that  the  situation  ? 

Mr.  Maiden.  That  is  the  situation. 

Mr.  Bradley.  With  respect  to  all  these  contracts,  all  the  cost-plus 
contracts  ? 

Mr.  Maiden.  That  is  what  this  $2,500,000,  which  we  never  did  re- 
ceive, was — a determination  that  we  were  entitled  to  under  the  terms 
of  the  contract  to  that  amount,  yet  the  Renegotiation  Board  took  it 
away. 

Mr.  Bradley.  But  I mean,  they  are  the  ones  who  make  the  deter- 
mination— not  your  request.  It  is  a determination  by  the  Maritime 
Commission  that  you  have  earned  somewhere  between  the  minimum 
and  the  maximum  fees  ? 

Mr.  Maiden.  That  is  right. 

Mr.  Bradley.  The  minimum  charge,  they  are  obligated  to  pay  you, 
in  any  event ; they  may  pay  you  up  to  the  maximum  you  have  earned  ? 

Mr.  Maiden.  That  is  right. 

Mr.  Bradley.  And  they  determine  somewhere  in  between  what  the 
proper  fee  is  ? 

Mr.  Maiden.  That  is  right. 

Mr.  Keottgti  (presiding) . Mr.  Herter,  did  you  want  to  ask  any  ques- 
tions while  Mr.  Weichel  is  waiting? 

Mr.  Herter.  Yes.  In  your  initial  organization,  you  said  the  Kaiser 
interests  were  associated  with  the  Todd  interests ; is  that  correct  ? 

Mr.  Maiden.  Initially,  yes. 

Mr.  Herter.  Initially? 
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| 

Mr.  Maiden.  Yes. 

Mr.  HjERTER.  And  about  a year  later  the  Kaiser  interests  sold  out 
their  share  to  the  Todd  interests  ? 

Mr.  Maiden.  That  is  right. 

Mr.  Harter.  Can  you  tell  us  what  they  sold  out  the  interests  for? 

It  was  a 50  percent  interest,  was  it  not  ? 

Mr.  Maiden.  It  was  a 50  percent  interest. 

Mr.  Herter.  What  did  they  sell  that  interest  out  for? 

Mr.  Maiden.  Somebody  connected  with  Todd  Shipyards  would 
have  to  answer  that  question. 

Mr.  Herter.  You  are  representing  the  Todd-Houston  Shipbuilding 
Corp.? 

Mr.  M|aiden.  I am  representing  the  Todd-Houston  Shipbuilding 
Corp.,  but  that  transaction  was  between  two  stockholders  of  Todd- 
Houston^ 

Mr.  IIerter.  But  at  that  time,  when  the  Todd-Houston  Shipbuild- 
ing Corp.  was  organized,  there  were  two  sets  of  stockholders  in  the 
Todd-Houston  ? 

Mr.  Maiden.  Yes. 

Mr.  IIerter.  One  was  Todd  Shipbuilding,  the  other  was  the  Kaiser 
group  ? 

Mr.  Maiden.  Eight. 

Mr.  Herter.  And  you  have  no  idea  what  the  Kaiser  group  sold  out 
to  the  Tqdd  interests  for  ? 

Mr.  Maiden.  No. 

Mr.  Hill.  I can  answer  that,  I think,  sir.  The  Kaiser  interests 
paid  to  the  Todd  Shipyards  Corp.,  I believe,  $100  a share,  or  it  was 
the  other  way  around.  Todd  Shipyards  Corp.  paid  $100  a share  for 
the  shared  of  stock  that  were  owned  by  the  Kaiser  group. 

Mr.  Herter.  How  many  shares  was  that? 

Mr.  Hill.  That  was  50  percent  of  the  issued  and  outstanding 
shares.  What  was  it;  500  shares?  Something  like  that, 

Mr.  Herter.  I have  here  before  me  the  present  issued  shares  of 
the  Todc -Houston  Shipbuilding  Corp.,  1892.  Now,  they  may  have 
been  increased  at  a later  time. 

Mr.  Hilt..  They  were  to  some  extent,  sir. 

Mr.  Herter.  After  the  Kaiser  interests  were  out,  what  did  it  amount 
to  in  dollars  and  cents? 

Mr.  Hill.  Frankly,  I think,  about  $71,000. 

Mr.  Herter.  As  against  what  they  put  in  ? What  was  paid  for  that 
stock  in  the  beginning? 

Mr.  HijLL.  Approximately  the  same  amount.  They  came  out  clean. 

Mr.  IIlrtlr.  They  just  sold  out  for  exactly  what  they  had  put  in? 

Mr.  Hill.  That  is  correct,  sir. 

Mr.  Bradley.  What  Kaiser  interests  are  you  referring  to,  now? 

• Mr.  Hill.  These  10  companies. 

Mr.  Bradley.  All  right;  I just  want  to  know,  because  Mr.  Kaiser 
did  not  recognize  them. 

Mr.  Keogh.  Is  that  part  of  the  deal  that  has  been  described  before, 
where  ihe  coadventurers  disintegrated  into  two? 

Mr.  Hill.  That  is  exactly  right,  sir.  It  happened  in  Todd-Houston, 
which  wajs  then  Houston  Shipbuilding  Corp,  of  which  Todd  retained 
the  whole  ownership  thereafter.  It  happened  in  the  New  England 
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Shipbuilding  Corp.  It  happened  in  California  Shipbuilding  Corp., 
the  Seattle-Tacoma  Shipbuilding  Corp.,  which  isn’t  in  this  investiga- 
tion ; but  we  just  cleaned  out  our  interests  at  the  same  rate  we  paid 
for  the  stock. 

Mr.  Herter.  But  in  effect  the  Kaiser  group  interests  swapped  the 
west  coast  yard  interests  for  the  east  coast  yard  interests? 

Mr.  Hill.  That,  is  correct,  sir. 

Mr.  Keogh  (presiding).  Mr.  Weichel  may  resume. 

Mr.  Weiciiel.  On  that  31 — or,  which  one  were  you  going  to  look 

up  ? 

Mr.  Keogii  (presiding).  Are  you  waiting  for  an  answer,  Mr. 
Weichel? 

Mr.  Hill.  We  were  waiting  to  make  some  calculations  for  Mr. 

Weichel. 

Mr.  Maiden.  According  to  the  calculations  made  by  my  friends, 
here,  the  amount  taken  away  by  the  Renegotiation  Board  in  the  con- 
tract amounted  to  approximately  $78,000. 

Mr.  Weichel.  That  is  the  one  that  we  had — 32  ships  ? 

Mr.  Maiden*  That  is  right,  sir. 

Mr.  Weichel.  So  you  tried  to  get  $138,000,  and  they  cut  it  to  $60,000, 
is  that  right? 

Mr.  Maiden.  That  is  right. 

Mr.  Weichel.  So  then  it  winds  up  that  the  Maritime  Commission 
after  giving  you  a contract  whereby  you  had  certain  amounts  of 
money,  the  same  Maritime  Commission  then  cut  them  down  for  25 
ships  to  $60,000  apiece,  and  12  for  $60,000,  32  for  $60,000,  31  for 
$60,000,  and  108,  from  $44,847  ? 

Mr.  Maiden.  That  is  right,  sir. 

Mr.  Weichel.  And  the  total  number  of  ships  was  208  and  14 
tankers  ? 

Mr.  Maiden.  Two  hundred  and  eight  and  fourteen  tankers.  Now, 
on  the  14  tankers  it  was  $20,000  a ship,  and  that  has  not  yet  been 
renegotiated. 

Mr.  Weiciiel.  That  is  $20,000  a ship  ? 

Mr.  Keogii  (presiding).  Excuse  me,  Mr.  Weichel.  On  that  last 
question  of  yours,  you  said  “cut  down  to”? 

Mr.  Weiciiel.  Yes. 

Mr.  Keogii  (presiding).  Is  it  not  a fact  that  the  fees  are  allowed 
on  four  of  the  five  Liberty  contracts,  and  were  not  changed  at  all? 

Mr.  Weiciiel.  He  said  the  first  25  were  at  60,  and  that  was  according 
to  the  contract. 

Mr.  Keogii  (presiding).  And  that  was  not  cut  down? 

Mr.  Weichel.  And  then  the  Maritime  Commission  reviewed  it  and 
renegotiated  it  and  did  cut  it  down. 

Mr.  Keogii  (presiding).  Yes. 

Mr.  Weiciiel.  And  then  that  was  true  with  reference  to  the  12; 
and  with  reference  to  the  32,  that  is  the  ones  they  were  going  to  get 
$138,000  apiece,  and  they  cut  it  to  60;  and  then  the  108,  they  gave 
them  $44,847,  after  renegotiation.  Those  were  cut  down  a couple 
of  thousand.  Is  that  right? 

Mr.  Keogh  (presiding) . The  only  point  I made  was,  your  question 
seemed  to  include  all  five  contracts,  and  you  asked  about  the  cutting 
down. 
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Mr.  Weichel.  But  I did  not  mean  to  cut  only  those  that  they  said. 
Now,  with  reference  to  the  facility  that  you  used,  how  much  did  the 
Government  set  that  up  as  a cost — how  many  millions  would  you  say  ? 

Mr.  Maiden.  Approximately  14,000,000. 

Mr.  Weiciiel.  Fourteen  million  ? Did  your  company,  your  people, 
buy  that;  in,  or  has  it  been  for  sale  ? 

Mr.  Maiden.  It  has  not  been  for  sale.  At  least,  I do  not  know  of 
its  having  been  for  sale,  but  the  company  certainly  hasn’t  bought  it, 
if  it  is.] 

Mr.  Weiciiel.  Are  you  still  using  it  and  occupying  it? 

Mr.  Maiden.  No. 

Mr.  W|eichel.  I mean,  you  are  not  using  or  occupying  the  Govern- 
ment facility  that  the  $14,000,000  was  spent  on,  where  you  built  these 
ships?  | 

Mr.  Maiden.  No. 

Mr.  Weiciiel.  You  are  not  in  it  any  more? 

Mr.  Maiden.  No;  except  cleaning  out  some  of  the 

Mr.  Weichel  (interposing)  .Yes. 

Mr.  Maiden.  Using  the  office  to  a certain  extent. 

Mr.  "Weichel.  And  your  company  received  $11,000,000  in  fees? 

Mr.  Maiden.  That  is  right. 

Mr.  Weichel.  And,  of  course,  you  paid  taxes  on  it  ? 

Mr.  Maiden.  Yes. 

Mr.  Weichel.  And  then  you  made  a statement  to  counsel  that  your 
people  were  reimbursed  for  everything  except  a million  dollars  ? 

Mr.  Mailen.  Approximately  a million. 

Mr.  Weichel.  That  was  for  the  million  dollars  that  the  people  used 
in  your  company — in  other  words,  all  the  people  in  your  company  were 
paid  for  what  they  did?  I mean  the  president  and  the  secretary  and 
the  manager  and  all  the  help  were  paid  ? 

Mr.  Maiden.  Those  people  on  the  job ; yes. 

Mr.  Weichel.  Yes ; all  people  on  the  job.  That  was  paid  by  the 
Government,  so  that  the  people  who  did  not  work  in  this  company, 
who  were  the  stockholders,  and  who  were  reimbursed  for  everything 
except  a million  dollars,  for  that  million  dollars  they  got  $11,000,000 
in  fees,  lass  taxes;  correct? 

Mr.  Maiden.  That  is  right. 

Mr.  Weichel.  How? 

Mr.  Maiden.  That  is  right. 

Mr.  "V  Weichel.  That’s  pretty  good  for  having  a million.  That’s 
1,100  percent,  less  taxes,  isn’t  it?  I mean,  that  is  what  it  adds  up  to ? 

Mr.  Maiden.  On  the  basis  of  your  type  of  calculation. 

Mr.  Weiciiel.  Well,  you  got  $11,000,000  in  fees,  didn’t  you?  I 
mean  ycu  stated  that,  yourself.  You  got  $11,000,000  in  fees? 

Mr.  Maiden.  That  is  right. 

Mr.  Weichel.  And  the  stockholders  of  your  company  were  re- 
imbursed for  everything  excepting  a million  dollars;  so  for  the 
$1,000,0(^0  they  were  not  reimbursed  for,  they  got  $11,000,000  in  fees, 
less  wha ; taxes  were  paid ; that  is  correct,  isn’t  it? 

Mr.  Maiden.  That  is  right. 

Mr.  W eichel.  That  is  all. 

Mr.  Keogh  (presiding).  Are  there  any  further  questions?  Mr. 

Herter. 
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Mr.  Herter.  What  is  the  present  status  of  the  Todd-Houston 
Shipbuilding  Corp,  ? 

Mr.  Maiden.  The  present  status  is  that,  except  for  some  final  ac- 
counting— I mean,  clearing  up  final  accounting  on  the  contracts — 
there  is  no  production. 

Mr.  Herter.  Have  the  land  and  facilities  been  declared  surplus? 

Mr.  Maiden.  I think  so.  The  matter  is  now  being  handled  by  the 
Maritime  Commission.  Up  until  May  31,  1946,  the  company  had  a 
custodial  contract,  but  since  that  date  the  Maritime  Commission  has 
taken  over  the  custody  and  is  declaring 

Mr.  Herter.  Your  last  contract  was  finished,  the  end  of  last  year, 
was  it  not  ? 

Mr.  Maiden.  That  is  right,  sir. 

Mr.  Herter.  And  so  today  it  is  lying  idle,  there ; they  do  not  have 
any  ship  construction  or  any  construction  of  anything,  now? 

Mr.  Maiden.  Yes,  sir. 

Mr.  Heritor.  Or  repair  work  ? 

Mr.  Maiden.  No,  nothing.  The  Todd-Houston  Corp.  has  nothing 
to  do  with  the  custody  or  anything  else. 

Mr.  Herter.  The  custody  is  in  the  hands  of  the  Maritime 
Commission  ? 

Mr.  Maiden.  It  is  in  the  hands  of  the  Maritime  Commission. 

Mr.  Herter.  And  you  are  merely  winding  up  ? 

Mr.  Maiden.  That  is  right. 

Mr.  Herter.  You  cannot  testify  then  as  to  whether  the  Todd  Co. 
intends  to  continue  the  shipyard  ? 

Mr.  Hill.  I can  testify  as  to  their  present  inclination.  I do  not 
think  we  have  any  intention  of  continuing  the  shipyards. 

Mr.  Herter.  In  other  words,  it  was  a straight  war  operation  from 
beginning  to  end  ? 

Mr.  Hill.  Yes,  sir. 

Air.  Keogii  (presiding).  Mr.  Bradley  has  one  question. 

Mr.  Bradley.  Do  you  happen  to  know  whether  or  not  there  was  any 
such  agreement  made  down  there,  to  remove  the  facilities,  as  was 
the  case  with  the  California  Shipbuilding  Corp.?  In  other  words, 
is  the  Maritime  Commission  obligated  to  tear  down  those  facilities 
and  move  off  the  land  that  perhaps  was  leased  by  them  ? 

Mr.  Hill.  Can  I answer  that,  Mr.  Bradley  ? 

Mr.  Bradley.  Yes. 

Mr.  Hill.  I think  the  Maritime  Commission  presently  owns  all  of 
the  land  on  which  the  facilities  are  located. 

Mr.  Bradley.  They  own  the  land? 

Mr.  Hill.  They  own  the  land  100  percent,  I believe. 

Mr.  Bradley.  They  bought  that  as  part  of  the  facilities  contract? 

Mr.  Hill.  No;  I do  not  believe  it  happened  simultaneously  with 
the  facilities  contract,  but  I think  during  the  course  of  operations 
the  Maritime  Commission  condemned  the  property  on  which  the 
facilities  were  situated. 

Mr.  Bradley.  I see.  So  they  are  not  obligated  to  remove  anything  ? 

Mr.  Hill.  Not  obligated  to  remove,  as  far  as  I know,  sir. 

Mr.  Bradley.  Do  you  happen  to  know  what  they  have  done  with  any 
of  the  material  or  anything  that  may  have  been  left  in  the  yard;  that 
is,  steel,  or  anything  of  that  nature;  whether  they  have  sold  it? 
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Mr.  iIti.l.  All  I know  generally  is  that  they  have  sold  some  of  it-. 
They  have  shipped.  They  have  used  the  yard  to  some  extent  as  a 
collection  point  for  other  places,  and  shipped  material  into  it,  and 
I think  they  are  presently  engaged  in  disposing  of  the  surplus,  al- 
though, of  course,  they  know  more  about  that  than  I. 

Mr.  Bradley.  For  the  sake  of  the  record,  Mr.  Chairman,  I wonder 
if  these | gentlemen  could  tell  their  names  and  their  companies,  and 
the  positions  they  hold.  One  of  them,  I do  not  think  we  got  at  all. 

Mr.  Hill.  My  name  is  Harry  G.  Hill.  I am  a director  of  the  Todd- 
Houston  Shipbuilding  Corp.,  and  a director  in  the  New  England 
Shipbuilding  Corp.,  and  general  counsel  for  Todd  Shipyards  Corp. 

Mr.  Kieogii.  Of  the  distinguished  firm  of  Cullen  & Dikeman? 

Mr.  Hill.  Cullen  & Kikeman,  sir. 

Mr.  Xkogii  (presiding).  Thank  you  very  much. 

Mr.  Maiden.  Thank  you. 

Mr.  Kroon.  And  may  1 express  my  appreciation  to  Mr.  McCone 
for  permitting  these  witnesses  to  go  on,  before  completing  his  testi- 
mony. 

Mr.  Bradley.  Have  we  finished  with  them  ? 

(Information  furnished  by  the  Todd-IIouston  Shipbuilding  Corp., 
in  respcnse  to  the  committee’s  questionnaire,  has  been  received  for 
the  record  and  marked  “Exhibit  1 (>.”•) 

The  CjkiAiRMAN.  Mr.  Bechtel,  you  have  to  leave  at  what  time? 

Mr.  BpciiTEL.  As  soon  as  I can  get  away,  Mr.  Chairman.  I am  due 
to  be  on  the  7 o’clock  train. 

TESTIMONY  OP  K.  K.  BECHTEL,  PRESIDENT,  MARINSHIP  CORP. 

The  Chairman.  Mr.  Coles,  please  confine  your  interrogatories  to 
necessary  questions. 

Mr.  GJennett.  Will  you  give  us  your  full  name  for  the  record? 

Mr.  Bechtel.  K.  K.  Bechtel. 

Mr.  Gennett.  And  the  name  of  the  corporation  which  you  repre- 
sent? 

Mr.  Bechtel.  Marinship  Corporation. 

Mr.  Gennett.  Do  you  have  a statement  prepared  which  you  would 
like  to  read  to  the  committee? 

Mr.  Bechtel.  With  your  permission  I should  like  to,  sir,  briefly. 

I came  from  San  Francisco.  Before  leaving  we  submitted  to  this 
committee  all  the  information  asked  of  us. 

Therej  is  now  in  the  records  of  this  committee  certain  data  which  is 
incorreqt  and  statements  have  been  made  with  respect  to  shipbuilding 
which  nje  believe  to  be  erroneous.  Therefore  we  ask  this  opportunity 
to  respectfully  submit  the  following  information : 

W.  Al  Bechtel  Co.  was  a long-established  engineering-construction 
firm  befpre  the  war.  It  had  for  many  years  been  one  of  the  group  of 
firms  referred  to  as  “The  Six  Companies.”  Prior  to  1042  these  firms 
were  engaged  in  a number  of  shipbuilding  activities. 

As  individual  firms  and  in  group  operations  these  organizations 
had  for  many  years  before  the  war  been  designing  and  building  proj- 
ects of  all  types  and  sizes  throughout  the  United  States  and  foreign, 
countries.  These  firms  were  successfully  conducting  many  other  busi- 
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ness  operations,  some  directly  related  to  the  construction  industry  and 
others  in  other  business  fields. 

During  the  war  their  operations  ranged  from  successful  designing 
and  building  of  shipyards  and  ships  to  airplane  construction  and 
modification,  massive  construction  projects  in  all  parts  of  the  world, 
and  manufacturing. 

On  March  2,  1942,  W.  A.  Bechtel  Co.  received  from  Admiral  Land 
a telegram  from  which  I will  quote  only  brief  parts.  He  asked  us 
to  submit  a proposal  for  the  building  and  operation  of  a new  ship- 
yard under  the  conditions  of  the  contracts  the  Commission  was  then 
using  for  the  construction  of  Liberty  ships.  He  stressed  the  urgency 
of  building  the  maximum  number  of  Liberty  ships  in  1942,  and  said 
[reading] : 

We  are  How  relying  on  you  individually  In  the  interests  of  this  emergency  to 
contribute  your  organization  for  the  purpose  of  securing  completed  ships  in'  the 
present  calendar  year.  The  emergency  demands  all  within  your  power  to  give 
your  country  ships. 

He  knew  our  successful  record  of  performance,  and  that  is  why  he 
made  this  appeal. 

By  telegram  we  replied  that  he  could  rely  on  us  to  do  our  part.  This 
resulted  in  the  building  of  the  Marinship  yard  and  93  ships  between 
March  1942  and  October  1945.  We  built  a shipyard,  built  93  ships, 
and  performed  other  valuable  services  for  the  Government. 

The  initial  contracts  for  building  the  yard  and  Liberty  ships  were 
awarded  to  W.  A.  Bechtel  Co.  and  were  performed  by  it  in  joint  ven- 
ture or  partnership  with  six  other  organizations.  The  Maritime  Com- 
mission did  not  expect  us  to  make  any  investment  in  the  shipyard 
facilities.  It  did  require  that  we  furnish  all  working  funds  necessary 
to  finance  the  operation. 

The  firms  comprising  the  Marinship  partnership  were  individually 
and  collectively  responsible  for  the  successful  completion  of  these  con- 
tracts and  their  entire  net  worth,  estimated  then  to  have  been  between 
$15,000,000  and  $20,000,000,  was  behind  all  commitments  of  the  joint 
venture. 

Although  these  financial  resources  were  very  large,  we  do  not  con- 
sider those  our  biggest  resources.  To  us  our  biggest  asset  is:  the  reputa- 
tion and  the  ability  of  the  people  behind  these  firms.  They  were 
known  as  men  who  could  get  things  done.  Just  as  big  was  the  key 
personnel  of  these  seven  partner  organizations.  There  were  hundreds 
of  experienced,  able,  devoted  managers  and  supervisors  who  had 
helped  these  particular  firms  to  accomplish  their  successful  perform- 
ances. A great  many  of  these,  men  were  taken  from  our  other  opera- 
tions and  assigned  to  the  design  and  construction  and  operation  of 
the  Marinship  yard.  They  were  the  nucleus  around  which  a working 
force  of  over  20,000  people  was  built. 

The  Chairman.  Were  you  one  of  the  group  that  was  sworn  a while 
ago? 

Mr.  Bechtel.  No,  sir. 

The  Chairman.  You  may  be  sworn  now. 

Do  you  solemnly  swear  that  the  testimony  which  you  have  given 
and  that  which  you  shall  give  hereafter  in  this  proceeding  now  or  at 
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any  future  time,  lias  been  and  is  the  truth,  the  whole  truth,  and  nothing 
but  the  truth,  so  help  you  God  ? 

Mr.  I'EChtel.  I do. 

Admiral  Land  testified  before  this  committee  on  June  28, 1943— and, 
incidentally,  I appeared  before  this  committee  about  the  same  time — 
and  he  said  [reading] : 

. What  -be  were  buying  was  management  brains.  I knew  the  Bechtels  and  a 
number  cf  their  people.  I sent  telegrams  to  about  a dozen  people  asking  what 
they  could  do.  Bechtel  called  up  when  he  got  the  telegram  and  said  they  were 
going  right  to  work  on  it— they  made  the  best  record  of  any  of  the  yards  that 
came  in  it  that  time.  They  were  making  such  a good  record  that  when  I saw 
I had  to  do  something  to  increase  production  of  tankers  I took  that  yard  myself 
and  shifted  them  into  tanker  building. 

When  we  switched  from  Liberties  to  tanker  construction  late  in 
1942  the  joint  venture  was  changed  to  Marinship  Corp.  After  in- 
corporation the  partners  at  all  times  had  a minimum  of  $1,000,000.  at 
risk  which  was  used  as  working  capital  in  the  performances  of  ship- 
building contracts.  _ 

The  stockholders  of  the  corporation  were:  W.  A.  Bechtel  ho.. 
Bechtel+McCone  Corp.,  Morrison-Knudsen  Co.,  Inc.;  MacDonald  & 
Kahn,  Inc. ; J.  H.  Pomeroy  & Co.,  Inc.,  Raymond  Concrete  Pile  Co. 

Incidentally,  Mr.  Kaiser  has  never  had  any  financial  interest  m 

Marinship.  . . , , 

The  -vyork  done  under  the  Maritime  Commission  contracts  may  be 
summarized  as  follows : K , 

The  partnership  had  total  contracts  of  $50,032,030.  The  fees 
allowed^  under  those  contracts  totaled  $900,000.  The  contractors 
nonreimbursable  costs  were  $178,260.  The  Federal  taxes  on  the  net 
fees  were  paid  by  the  joint  venturers  directly  on  their  own  income  tax 
returns,  and  I have  no  knowledge  of  the  amount ; but  they  were  all  'vei  j 
active  firms,  and  I am  sure  that  they  paid  very  substantial  amounts 
of  income  tax  on  their  share  of  the  joint  venture’s  net  profits,  which 
were  $771,740,  or  approximately  1.54  percent  of  the  contract  cost 
before  taxes  paid  by  the  individual  partner  firms.  ' 

Marinship  Corp.  had  total  contract  prices  of  $280,941,573.  Its  total 
fees  or  firofits  were  $11,026,394,  out  of  which  it  paid  nonreimbursable 
costs  of  $644,086.  It  paid  or  provided  to  be  paid  $6,519,574  of  income 
taxes,  wiiich  reduces  to  a net  fee  or  profit,  after  nonreimbursable  costs, 
taxes  paid  to  date  of  $3,862,734.  That  is  1%  percent  of  the  total 

contract  price.  . 

I will  summarize  by  stating  that,  first,  the  contractor  s investment 
in  working  capital  was  at  all  times  during  the  performance  of  these 
contracts  in  excess  of  $1,000,000. 

Second,  in  the  case  of  Marinship  the  “knowing  how  to  secure  a con- 
tract from  the  Maritime  Commission,”  to  which  Mr.  Casey  of  the 
General!  Accounting  Office  refers  so  lightly,  consisted  of  an  unsolicited 
appeal  from  the  Government  that  we  build  and  operate  this  shipyard. 

Third,  the  ability  and  devotion  to  the  task  before  them  shown  by 
the  management  and  supervisors  of  Marinship  furnished  the  leader- 
ship which  directed  the  efforts  of  many  thousands  of  workmen  who 
built  oyer  a million  and  a quarter  dead-weight  tons  of  shipping. 

Fourth,  the  Maritime  Commission  at  no  time  guaranteed  Marinship 
a profit]  as  was  stated  in  the  Comptroller  General’s  written  statement 
of  yesterday. 
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The  Chairman.  Are  there  any  questions?  Counsel  will  ask  only 
necessary  questions.  , 

Mr.  Gennett.  I wonder  if  it  is  clear  to  the  committee  that  the 
witness  has  recited  statistics  relating  to  (1)  a partnership  called  the 
W.  A.  Bechtel  Co.,  a joint  venture;  and  (2)  the  Marinship  Corp.,  a 
corporation  whose  stockholders  were  about  8 or  9 in  number.  Those 
stockholders  were  corporations  and  one  individual,  Mr.  K.  K.  Bechtel. 

The  Chairman.  He  has  read  it  to  the  committee. 

Mr.  Gennett.  Referring  to  the  Marinship  Corp.,  you  stated  the 
capital.  I understood  that  the  capital  stock  of  that  corporation  was 
$450,000. 

Mr.  Bechtel.  That  is  now  correct. 

Mr.  Gennett.  It  is  now  correct? 

Mr.  Bechtel.  Yes,  sir. 

Mr.  Gennett.  Was  it  less  than  that  upon  organization  of  this 
corporation? 

Mr.  Bechtel.  Yes. 

Mr.  Gennett.  What  was  it  at  that  time  ? 

Mr.  Beciitel.  $375,000. 

Mr.  Gennett.  Was  the  increased  capitalization  by  virtue  of  a stock 
dividend  or  cash  dividend  paid  to  stockholders  and  reinvested  bv 
them  ? 

Mr.  Bechtel.  No. 

Mr.  Gennett.  It  was  an  additional  cash  contribution  of  the  stock- 
holders, I take  it? 

Mr.  Beciitel.  That  is  correct, 

Mr.  Gennett.  M as  part  of  the  capital  which  you  have  indicated 
was  in  the  possession  of  the  corporation  bank  borrowings? 

Mr.  Beciitel.  A very  substantial  part  of  the  working  capital  used 
by  this  corporation  was  bank  loans ; yes. 

Mr.  Gennett.  Was  interest  paid  on  those  bank  loans  ? 

Mr.  Beciitel,  Yes. 

Mr.  Gennett.  Reimbursed  by  the  Maritime  Commission? 

Mr.  Beciitel.  In  part. 

Mr.  Gennett.  May  I ask  you,  Mr.  Bechtel,  if  you  have  heard  who 
dictated  the  telegram  which  was  sent  over  Admiral  Land’s  signature 
or  who  suggested  the  telegram  be  sent  to  Bechtel  ? 

Mr.  Bechtel.  No;  I have  never  heard  that.  I assumed  it  was  die- 
tat.  by  Admiral  Land  or  Admiral  Vickery  or  one  of  their  immediate 
assistants. 

Mr.  Gennett.  Have  you  ever  heard  that  the  telegram  might  have 
been  dictated  by  Mr.  Kaiser  or  Mr.  Calhoun,  the  vice  president  of  one 
of  the  Kaiser  corporations  ? 

Mr.  Beciitel.  No,  sir. 

The  Chairman,  If  you  have  any  evidence  as  to  that,  put  it  on. 

. JMr-  .Genneot.  What  type  were  the  contracts  which  you  entered 
into  with  the  Maritime  Commission ; that  is,  were  they  cost-plus  price- 
minus,  or  selective  price  ? . ’ . 

Mr.  Beciitel.  Cost,  cost-plus,  lump-sum,  price-minus,  termination, 
and  hxed  price.  ’ 

Mr.  Gennett.  Were  any  of  those  contracts  converted  to  another 
type  of  contract? 

Mr.  Beciitel.  Yes. 
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Mr.  Gewnett.  I take  it  that  you  remember  Mr.  Casey  stated  that 
some  of  your  contracts  were  converted  to  your  benefit  after  the  original 
contract  was  signed? 

Mr.  Beciitel.  I have  read  Ins  written  report ; yes. 

Mr.  Gestnett.  Is  your  opinion  contrary  to  Mr.  Casey  s statement . 

Do  you  state  that  you  received  no  benefit  under  this  conversion  from 

one  type  cf  contract  to  another?  , ' . . ,r  ,, 

Mr.  Beciitel.  My  opinion  or  my  firm  belief  is  that  Mr.  Casey  was 

mMr.  Ge xnett.  Will  you  give  us  the  total  amount  of  fees  received 

Yes.  I will  quote  from  a schedule  which  is  identical 
with  the  one  given  you.  It  summarizes  it.  I am  now  referring,  to  the 
combined1  operations,  the  total  operations  of  the  joint  venture  and 
the  corporation.  Subject  to  confirmation,  I believe  these  are  substan- 
tially correct.  „ . . . Q 

The  Chairman.  Confirmation  by  whom  [ 

Mr.  BeOhtel.  I should  like  the  opportunity  to  check  them. 

The  ChIairman.  Subject  to  correction  by  you? 

Mr.  Beciitel.  Yes,  sir.  , , , • , 

The  gross  fees  on  cost-plus  or  cost-plus-no  fee  of  contracts  which 
were  concerted  to  lump-sum  were  $4,318,920,  °ut  of  which  we  paid 
$561,000  of  nonreimbursable  costs,  on  which  we  paid  $1,881,000  of  coi- 
Doration  income  tax  plus  the  taxes  of  the  point- venture  firms  which  I 
am  unable  to  supply  you,  leaving  a net  profit  of  g^f^OO  distributable 
to  these  joint  venturers  or  stockholders  by  Maiinship,  but  out  ot 
which,  in  turn,  the  joint- venture  members  must  pay  their  corporation 

111  Mt!*Gennett.  How  many  of  your  contracts  have  been  renegotiated 

^ Mn  Bechtel.  For  all  practical  purposes  all  of  our  contracts  except 
our  last  fixed-price  contract.  There  are  a few  minor  repair  and  lay-up 

Have  yoofhe  figures  or  the  results  of  those  reuegotia- 

tions  ? I 

Mr!  Genkett.  Would  you  state  how  much  was  taken  away  from  you 
bv  the  Pi  ice  Adjustment  Board  on  renegotiation . 

Mr  BeIciitel.  They  found  no  excessive  profats. 

Mr.  Gennett.  Then  the  total  of  your  fees  was  not  reduced  by 

renegotiation?  . 

Mr.  Beciitel.  To  date;  that  is  correct.  _ 

Mr.  Glnnett.  I think  that  is  all,  Mr.  Chairman. 

The  Chairm  ax.  Mr.  Keogh? 

Mr.  Keogii.  No  questions. 

Mr'  bCmi.  Bechtel, 6pist  how  fast  did  you  build  that  plant 

of  yours)  I know  you  built  it  very,  very  fast.  , 

^Tr.  Beciitel.  The  plant  was  conceived,  designed,  and  built 
n.nnroxi  finitely  8 months.  We  started  building  ships  about  60  days 
after  wettarted  building  the  yard,  and  we  completed  our  first  ship  244 
days  aMr  we  got  the  first  idel  of  this  yard  from  Admiral  Land. 
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Mr.  Bradley.  I know  you  made  a remarkable  record  out  there,  and 
you  were  handicapped,  too,  by  the  change-over  from  Liberty  ships  to 
tankers  right  in  the  middle  of  your  program.  N 

Mr.  Bechtel.  Yes,  sir.  That  slowed  us  up  and  increased  our  costs. 

Mr.  Bradley.  We  were  out  there  right  about  the  time  you  were 
switching  over,  plus  the  change-over  from  cargo  ships  to  refrigerator 
ships  after  they  were  90  percent  completed,  and  in  several  instances  you 
were  ordered  to  shift  over  to  refrigerators,  which  you  did,  and  then 
they  told  you  to  shift  back  to  half  and  half. 

Mr.  Bechtel.  That  is  correct. 

Mr.  Bradley.  That  was  going  on  when  we  were  out  there.  They 
had  you  tied  in  a knot. 

I do  not  want  to  prolong  the  questioning,  but  I thought  you  testified 
originally  that  you  got  substantially  the  same  amount  of  profits  as 
shown  on  this  Maritime  Commission  sheet,  exhibit  1,  roughly  $11,000,- 
000.  Now  I understand  that  you  cut  it  down  to  $4,000,000. 

Mr.  Bechtel.  Mr.  Bradley,  the  question  related  to  work  on  which 
we  received  a fee  for  cost-plus  work.  Those  are  the  figures  I have 
given  you  to  date. 

Mr.  Bradley.  Some  of  your  later  tanker  contracts  were  fixed-price 
contracts,  were  they  not  ? 

Mr.  Bechtel.  Yes — on  which  we  took  all  of  the  risk. 

Mr.  Bradley.  I know  you  did  a very  good  job  out  there,  and  you 
are  to  be  congratulated  on  it. 

That  is  all  I have,  Mr.  Chairman. 

The  Chairman-.  Mr.  Weichel? 

Mr.  Weichel.  In  reference  to  the  statement  of  the  Maritime  Com- 
mission, your  gross  fees  were  about  $11,000,000;  is  that  correct? 

Mr.  Bechtel.  No. 

Mr.  Weichel.  To  what  sum  was  the  $11,871,840  renegotiated? 

Mr.  Bechtel.  A part  of  that  amount  is  fees;  a part  of  it  is  profits 
on  fixed-price  work. 

Mr.  Weichel.  I do  not  care  whether  it  is  profit,  fees,  or  anything 
else.  Was  the  gross  amount  $11,871,840  ? 

Mr.  Bechtel.  That  is  the  approximate,  amount  of  our  fees  and 
profits. 

Mr.  Weiciiel.  Was  this  $11,871,840  renegotiated  to  any  other  sum? 

Mr.  Bechtel.  No,  sir. 

Mr.  Weiciiel.  Then  your  company  really  got  $11,871,840 ; is  that 
correct? 

Mr.  Bechtel.  No;  that  is  not  correct.  We  have  been  through 
renegotiation  on  all  of  our  cost-plus  contracts.  They  have  found 
no  excessive  profits.  Our  fixed-price  contracts  have  not  yet  been 
reviewed  by  the  Benegotiation  Board. 

Mr.  Weiciiel.  Up  to  date  you  really  have  $11,871,840,  and  the 
Benegotiation  Board  so  far  has  not  taken  anything  away  from  you  ? 

Mr.  Bechtel.  Before  taxes  and  nonreimbursable  expenses. 

Mr.  Weiciiel.  Why  do  you  have  to  say  “before  taxes”?  Every- 
body expects  to  pay  taxes  on  income. 

Mr.  Bechtel.  I want  to  get  the  record  straight. 

Mr.  Weiciiel.  Just  like  they  talk  about  risk  when  they  did  not 
have  any. 

03486 — 46 — - — 1 7 
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I 

So  the,  $11,000,000  remains  at  that.  The  only  thing  to  renegotiate 
is  the  fixed-price  contracts  ? 

Mr.  Bechtel.  That  is  right. 

Mr.  Weicjjet,.  How  many  ships  did  your  company  build? 

Mr.  Bechtel.  Ninety-three. 

Mr.  WpiCHEL.  With  reference  to  the  plant  facilities  of  $16,436,335, 
does  the  Government  still  own  them  ? Hid  they  sell  them  to  you  or 
some  of  Jour  associates  or  individuals  ? 

Mr.  Bechtel.  To  the  best  of  my  knowledge,  the  Government  still 
owns  it.  . . 

Mr.  WpiCHEL.  Are  you  operating  it  any  more  ? 

Mr.  Bechtel.  We  have  a few  administrative  personnel  there. 

Mr.  WpiCHEL.  Out  of  this  $11,871,840  that  you  received  in  profits 
and  fees  from  the  Maritime  Commission,  you  say  you  paid  taxes  on 
that  and; that  you  only  have  $3,000,000  left  of  it.  Is  that  what  you 
said  ? 

Mr.  Bechtel.  That  is  substantially  correct. 

Mr.  Weichel.  In  other  words,  out  of  $11,871,840  you  paid  $8,- 
000,000  tpxes  ? 

Mr.  Bechtel.  The  taxes  paid  to  date  by  the  corporation  are 
$6,519,000.  In  addition,,  the  joint-venture  members  must  pay  their 
own  taxes?. 

Mr.  WpiCHEL.  I am  talking  about  this  corporation. 

Mr.  BpciiTEL.  That  is  easy. 

Mr.  WpiciiEL.  Was  that  the  only  business  it  was  in — operating  this 
yard  ? 

Mr.  Bechtel.  F or  all  practical  purposes ; yes. 

Mr.  WJeichel.  This  Marinship  Corp.  ? 

Mr.  Bechtel.  Yes. 

Mr.  Weichel.  They  only  operated  this  yard,  and  they  received 
$11,000,000  and  paid  $6,000,000  in  taxes;  is  that  correct? 

Mr.  Bechtel.  Yes. 

Mr.  WjEiCHEL.  So  that  you  have  $3,000,000  left  after  taxes.  You 
originally  put  in  $500,000  ? 

Mr.  Bechtel.  We  originally  put  behind  this  operation  between 
$15, 000, oho  and  $20,000,000. 

Mr.  WpiciiEL.  You  put  $500,000  in  the  company  in  cash  when  you 
started?  ; 

Mr.  Bechtel.  We  put  $375,000  of  capital  stock,  $125,000  of  sub- 
ordinate^ loans,  guaranteed  loans  of  another  half  a million  dollars. 

In  addition  to  that,  the  corporation  borrowed  $700,000  from  the  bank, 
which  was  its  sole  responsibility. 

Mr.  Weichel.  The  only  investors’  money  was  the  paid-in  capital 
stock ; the  rest  of  it  was  borrowed  ? 

Mr.  Bechtel.  No,  sir. 

Mr.  WpiciiEL.  How  much  capital  stock  was  paid  in  ? 

Mr.  Bechtel.  Three  hundred  and  seventy-five  thousand. 

Mr.  Weichel.  The  rest  of  it  was  borrowed.  The  investors’  stock 
was  $300j,000  ? 

Mr.  Bechtel.  Yes. 

Mr.  WpiCHEL.  $300,000  was  paid-in  investors’  stock.  You  say  you 
had  non  Tei mbursables  of  $644,000.  What  were  the  major  amounts  in 
that?  Everything  else  excepting  $644,000  was  paid  by  the  Govern- 
ment. ; 

' 
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Mr.  Bechtel.  In  the  corporation  the  nonreimbursables  consisted 
o±  automobile  expenses,  most  of  which  we  never  asked  the  Maritime 
Commission  to  pay. 

Mr.  Weichel.  How  much  was  that? 

Mr.  Bechtel.  $22,000. 

Mr.  Weichel.  The  Government  did  not  reimburse  you,  but  you 
charged  that  on  as  expense  and  paid  no  income  tax  on  it? 

Mr.  Bechtel.  It  was  a cost  of  dome;  business. 

Salaries,  $226,000. 

Mr.  Weichel.  The  Government  did  not  reimburse  you,  but  you 
charged  off  against  income  tax  ? J 

Mr.  Bechtel.  That  is  correct. 

Contributions  to  charity,  $121,000. 

Mr.  Weichel.  The  Government  did  not  reimburse  you,  but  you 
charged  it  off  on  your  income  tax?  ’ y 

Mr.  Bechtel.  Yes. 

Launching  ceremonial  expense,  $34,500. 

Those  are  the  largest  items, 

Mr.  Weichel.  The  $644,000  you  were  not  reimbursed  by  the  Gov- 
ernment for,  but  it  was  all  charged  off  as  business  expenses  with  refer- 
mice  to  your  income-tax  return.  The  $644,000  is  the  only  amount  you 
were  not  reimbursed  for,  and  you  got  3,000,000  net;  so  you  made  500 

Eennn°n  ™hat  y°ll  were  not  reimbursed  for,  and  you  charged  off  the 
$644,000  in  income  tax.  * 

Mr.  Bechtel.  I cannot  verify  such  a computation. 

Mr.  Weichel.  You  testified  to  $3,000,000  net,  did  you  not? 

Mr.  Jdechtel.  Yes. 

Mr.  Weichel.  And  you  testified  that  there  were  $644,000  of  non- 
reimbursables, did  you  not?  ’ 

Mr.  Bechtel.  Yes. 

Mr.  Weichel.  And  the  $644,000  was  charged  off  on  income  tax  as 

moSnevSofe|f00n000  (^°  ,that>  ,with  reference  to  the  actual  investors’ 
money  of  $300  000,  that  is  a thousand  percent,  if  you  take  it  that  way 

It  is  a thousand  percent  on  the  $300  000  that  the  investors  put  in  there! 
Pn l-!° • n°1r|^eimbllrf5a^)]es  which  the  Government  did  not  give  you 
back  it  is  500  percent  the  net  return.  One  way  it  is  500  percent  and 
the  otlmr  way  it  is  a thousand  percent,  based  on  what  you  said. 

Mr.  Bechtel.  That  is  not  correct,  sir. 

figures  ?WEI0HEL'  BaSed  °n  th°Se  figUreS'  Did  you  not  Sivo  those 

i!i  PECIJI  IE\  P the  facts  as  stated  by  you  were  correct  your  answer 
would  be  correct,  but  your  facts  are  mistaken.  y 

Mr.  Weichel.  ls  the  $3,000,000  correct? 

Mr.  Bechtel.  Yes. 

M mveI“piW?‘  " There  $30°'000  in 

stock'  BECHTEL‘  $375’°00  was  invested  by  the  stockholders  in  capital 

***** by  the  8“>ekholders’ and 

Mr.  Bechiel.  .No,  sir;  because  the  stockholders,  or  some  of  them 
bflitynVeSted  their  personal  rePutations  and  their  own  personal  lia- 
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Mr  Weiciiel.  Well,  that  is  a nice  price  for  it.  But  on  the  $375,000 
invested  you  got  $3,000,000.  The  rest  of  it  is  for  their  reputation . 

Mr.  BeChtel.  No,  sir. 

Mr.  Weichel.  That  is  what  you  said.  , , , • 

Mr  Bechtel.  The  rest  of  it  is  for  the  risk  they  undertook,  their 
reputations,  their  ability  to  organize  and  inspire  the  organization  to 

^Mr.^WtsKniEL.  The  risk  they  undertook?  They  were  reimbursed 
for  everything  but  the  $644,000.  So  the  risk  was  paid  for  500  percent- 
Mr.  Bechtel.  I should  like  to  remind  you,  sir,  that  Manns  p 
Corp’  waT forced  by  the  Maritime  Commission  to  take  contracts  for 
building  jt5  ships  at  a fixed  price,  under  which  Mannship  took  all 

°fMr  wiiiCHELriA  hundred  thousand  dollars’  worth  of  risks.  The 
investors ' put  in  $100,000,  and  everything  else  was  paul  for  by  the 

Government,  and,  by  your  own  figures,  they  got  $3,000,000.  _ 

‘ Mr . Bechtel.  No,  'because  the  investors  had  behind  Mannship 
moneys  fir  which  they  were  directly  responsible  always  m excess  of 

a ^Ir ' ws'ICHEL.  They  onlv  invested  $375,000,  and  they  got  $3,000,000 
for  it.  The  rest  of  it  is  reputation.  You  say  everything  was  reim-  ■ 

bl  Mr^  BpcHTEL.^Thider  the  fixed-price  contract  nothing  was  reim- 
bursed to  us.  The  Commission  agreed  to  pay  us  so  much  a snip.  W e 
built  the!  ships  and  they  paid  us,  and,  in  addition  to  that,  when  we 
undertakje  a fixed-price  contract  we  consider  that  the  resources  and 
Sto i coSist  of  alfof  the  money  we  could  lose  and  in  this  case  we 
could  have  lost  approximately  $2,000,000,  m addition  to  which  there 

WMn  WmcHEHSThe  St^tKough,  is  $3,000,000  net  for  an  invest- 
ment of  $375,000  by  the  investors. 

That  is  all.  . 

The  Chairman.  That  is  a conclusion. 

All  right.  Stand  aside,  Mr.  Bechtel.  . . , ,, 

(Information  furnished  by  Mannship  Corp.,  m response  to  the 
committle’s  questionnaire,  has  been  received  for  the  record  and 
marked  “Exhibit  17.’’) 

Mr.  Gennett  . I will  call  Mr.  Jones. 

The  Chairman.  Please  stand  and  be  sworn,  Mr.  Jones. 

Do  yofu  solemnly  swear  that  the  evidence  you  will  give  will  be  the 
truth,  the  whole  truth,  and  nothing  but  the  truth,  so  help  you  God? 
Mr.  Jones.  I do. 

TESTIMONY  0E  EDWIN  L.  JONES,  SECRETARY-TREASURER  J.  A. 

" " JONES  CONSTRUCTION  CO. 

Mr.  Gennett.  Will  you  give  us  your  full  name  for  the  record, 

please?  . 

Mr.  JbNES.  Edwin  L.  J ones. 

Mr.  Gennett.  What  company  do  you  represent  ? 

Mr.  J ones.  I am  secretary -treasurer  of  the  J.  A.  Jones  Construc- 
tion Co  . T1, 

Mr.  Gennett.  That  is  a corporation,  1 take  it . 

Approved  ForjRelease  2003/10/10  : CIA-RDP64B00346R000400060002-4 


Approved  For  Release  2003/10/10  : CIA-RDP64B00346R000400060002-4 


SHIPYARD  PROFITS 


257 


Mr.  Jones.  Yes. 

Mr.  Gennett.  When  was  it  organized? 

Mr.  Jones.  In  1894. 

Mr.  Gennett.  Its  principal  business  since  that  time  has  been  what, 

Mr.  Jones  ? ’ 

Mr.  Jones.  Construction  and  engineering. 

Mr.  Gennett.  General  construction  ? 

Mr.  Jones.  That  is  right. 

Mr.  Gennett.  When  did  it  enter  into  the  shipbuilding  business? 
i Mr.  Jones.  In  March  1942. 

Mr.  Gennett.  Its  first  contract  with  the  Maritime  Commission  was 
made  in  March  1942? 

Mr.  Jones.  Yes,  sir. 

Mr.  Gennett.  What  is  the  capital  of  the  corporation,  Mr.  Jones? 

Mr.  Jones.  You  mean  the  capital  and  surplus,  or  just  the  capital? 

Mr.  Gennett.  I would  like  to  know  both,  but  separately,  if  you 
please. 

Mr.  Jones.  It  is  $3,301,000. 

Mr.  Gennett.  That  represents  both  capital  stock  and  surplus  ? 

Mr.  Jones.  Yes. 

Mr.  Gennett.  How  much  capital  stock  has  been  issued  and  is  out- 
standing ? 

Mr.  Jones.  One  million  dollars.  - 

Mr.  Gennett’.  What  was  the  original  capital  paid  into  the  com- 
pany ? 

Mr.  Jones.  At  what  time? 

Mr.  Gennett.  Upon  organization. 

Mr.  Jones.  Fifty  thousand  dollars. 

Mr.  Gennett.  And  that  was  increased  from  time  to  time  through 
earnings  and  out  of  surplus  ? 

Mr.  Jones.  And  by  sale  of  stock. 

Mr.  Gennett.  The  figures  of  the  Maritime  Commission  which  were 
entered  as  exhibit  1 at  this  hearing  show  that  you  had  a capital  of 
about  $2,000,000.  You  have  just  stated  something  above  $3,000,000, 

Mr.  Jones.  Can  you  explain  for  us  the  difference  in  these  figures? 

Mr  Jones.  No;  I cannot.  We  actually  used  $3,600,000  of  our 
capital  m the  two  shipyards. 

Mr.  Gennett.  W as  any  other  business  besides  shipbuilding  carried 
on  during  the  war  ? 

Mr.  Jones.  This  was  about  one-third  of  our  business  during  that 
period..  & 

Mr.  Gennett.  Was  all  of  the  capital  actually  used  in  shipbuilding, 
orwas  part  of  the  capital  used  in  other  construction  work  ? 

Mr.  Jones.  This  much  was  attributable  to  shipbuilding.' 

Mr.  Gennett.  The  $3,600,000? 

Mr.  Jones.  Yes. 

Mr  Gennett.  Then  what  was  the  total  capitalization  of  the  com- 
pany ? ■ 

1 r.  Jones.  I mean  by  capital  either  money  which  represented  capi- 
tal  stock  or  money  which  we  borrowed  to  put  into  our  operations. 

Mr.  Gennett.  There  was  no  difference,  then,  between  total  capitali- 
zation of  $3,600,000  directly  used  in  shipbuilding  and  the  same  amount 
used  in  construction  work;  so,  in  fact,  the  capital  of  $3,600,000  was 
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the  entire  capital  of  the  corporation  and  was  used  both  in  shipbuilding 
and  in  general  construction  work?  , AAA  , 

Mr.  Jones.  No.  I just  told  you  that  we  used  $3,600,000  of  our 

capital  in  shipbuilding.  . , . . , 

Mr.  Gennett.  But  you  did  not  tell  me  that  you  used  anything  else 

in  the  construction  business  which  you  carried  on. 

Mr.  Jones.  I said  we  did.  , 

Mr.  Gennett.  I am  sorry,  sir.  Would  you  repeat  the  amount  used. 

in  the  construction  program?  <so  con  non 

Mr.  Jones.  It  fluctuated.  We  did  not  always  have  $3,600,000. 
That  was  the  pea'll  in  the  shipyards.  We  had,  according  to  my  recol- 
lection, fjt  one  time  about  $10,000,000  capital  both  in  construction 
projects  and  in  shipbuilding  projects. 

Mr.  GiSnnett.  Was  part  of  this  amount  bank  loans? 

Mr.  JoSnes.  Yes. 

Mr.  Gennett.  Do  you  know  how  much? 

Mr.  Jones.  Around  $7,000,000  at  one  time.  . . 

Mr.  Gennett.  What  was  the  total  paid  m value  of  the  stock  of  the 
corporation  since  you  entered  into  the  contracts  with  the  Maritime 
Commission  in  1912  ? 

Mr  Jones.  I don’t  believe  I understand  your  question. 

Mr.  Gennett.  I want  to  know  what  the  total  paid  in  value  of  the 
capital  stock  now  issued  and  outstanding  is. 

Mr.  Jones.  $1,000,000.  _ , . , , 

Mr.  Gennett.  What  was  it  m 1942  when  you  entered  into  conti  acts 
with  thei Maritime  Commission?  Was  it  less  than  a million? 

Mr.  J<j>NE8.  Yes.  I would  have  to  refer  to  my  statements  to  find 
out. 

Mr.  Gennett.  Will  you  do  so,  Mr.  J ones  ? 

Mr.  Jones.  At  or  about  the  time  wo  entered  into  these  contracts 
we  transferred  some  of  our  surplus  in  the  form  of  a stock  dividend, 
$129,200  of  capital  stock  and  surplus  of  $1,635,393,  or  a total  of 

$1,764,o6o.  , , A 

The  Chairman.  It  has  been  suggested  that  I announce  that  this 

will  be  t ie  last  witness  for  today. 

Mr.  Gannett.  That  is  of  what  date,  Mr.  J ones  ? 

Mr.  Jones.  That  is  December  31, 1942. 

Mr.  Gennett.  Subsequent  to  1942  was  a stock  dividend  issued? 

Mr.  Jones.  Yes.  . , 

Mr.  Gennett.  On  what  date  was  that  issued . 

Mr.  Jones.  I might  say  that  was  out  of  surplus  or  was  earned  prior 
to  our  shipbuilding  experience.  That  seems  to  have  been  early  m 
1944. 

Mr.  Gennett.  I have  taken  from  your  statement,  which  was  sent  in 
on  the  20th  of  August,  that  as  of  January  1,  1944,  your  total  paid-in 
stock  value  was  $206,600. 

Mr.  Jones.  You  mean  capital  and  surplus? 

Mr.  Gennett.  No  ; the  total  paid-in  value  of  the  stock. 

Mr.  Jones.  How  much  was  that  ? 

Mr.  (Iennett.  $206,600.  , 

Mr.  Jones.  That  does  not  exactly  agree  with  what  1 have  Here. 
I have  here  $246,600.  You  said  $206,600. 
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Mr.  Gennett.  We  are  $40,000  apart. 

Mr.  Jones.  That  is  immaterial.  , 

Mr  Gennett.  It  is  not  significant.  However,  the  mam  portion 
of  vour  corporation’s  capital  is  at  the  present  time  and  was  at  earlier 
times,  including  the  time  when  the  corporation  entered  into  contracts 
with  the  Maritime  Commission,  primarily  m surplus  rather  than 
in  stock  ? 

Mr.  Jones.  That  is  right.  rl  . 

Mr.  Gennett.  Although  the  stock  has  now  been  increased  to 

$1,000,000. 

Mr.  Jones.  That  is  right.  x , , 

Mr.  Gennett.  Do  you  know  the  amount  ox  bank  loans . 

Mr.  Jones.  Now?  . ' 

Mr.  Gennett.  During  the  shipbuilding  period. 

Mr.  Jones.  It  got  up  to  $7,000,000.  ...  , 

Mr.  Gennett.  Were  receivables  from  the  Government  pledged  as 

security  for  those  loans?  , , , 

Mr.  Jones.  We  are  told  by  our  bankers  that  we  are  one  of  the  tew 
companies  that  never  pledged  a single  contract. 

Mr.  Gennett.  It  was  all  done  on  your  own  credit  and  endorsement  s 
Mr.  Jones.  Personal  endorsement.  We  take  a great  deal  of  pride  ^ 

Gennett.  I believe  your  corporation  operated  two  shipyards, 
one  at  Brunswick,  Ga.,  and  the  other  at  Panama  City,  Fla.? 

Mr.  Jones.  That  is  correct.  . , , . 

Mr.  Gennett.  Did  the  corporation  put  m any  of  its  own  funds  m 

either  of  those  yards? 

Mr.  Jones.  No.  We  operated  Government-owned _ facilities. 

Mr.  Gennett.  Entirely  Government-owned  facilities? 

Mr.  Jones.  Yes.  , _ ‘ , . 

Mr.  Gennett.  Could  you  give  us  the  total  cost  of  the  two  ship- 

Mr  Jones.  Approximately,  I believe,  around  $12,000,000  at  Bruns- 
wick and  $14,000,000  at  Panama  City,  if  I am  not  mistaken. 

Mr.  Gennett.  Did  your  corporation  perform  the  facilities  con- 

tracts  ? . ■ 

Mr.  Jones.  We  did  at  Panama  City ; we  did  not  at  Brunswick.  _ _ 

Mr.  Gennett.  I assume  that  no  profit  was  made  on  the  facilities 
contracts  ? 

Mr.  Jones.  That  is  correct.  , 

Mr.  Gennett.  The  Brunswick  yard  which  was  built  by  subcontrac- 
tors received  a profit  or  fees,  did  they  not? 

Mr.  Jones.  That  I do  not  know.  The  Brunswick  yard  was  started 
by  the  Brunswick  Marine  Shipbuilding  Co.  and  they  had  the  yard 
practically  completed  at  the  time  we  were  asked  by  the  Maritime 
Commission  to  take  over  the  management.  So  I have  no  knowledge 
of  what  their  contracts  were. 

Mr.  Gennett.  How  many  ships  were  constructed  at  both  those 
yards  ? 

Mr.  Jones.  We  finished  207.  • 

Mr.  Gennett.  Can  you  tell  me  the  total  cost  to  the  Government  of 
the  207  ships? 

Mr.  Jones.  Approximately  $277,000,000. 
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Mr.  Gennett.  How  much  profit  or  fees  did  you  receive? 

Mr.  Jones.  In  round  figures,  $9,000,000— just  a little  bit  over,  I 
believe.1 

Mr.  Gennett.  Have  any  of  your  contracts  been  renegotiated? 

Mr.  .Jones.  Those  for  1943—1  believe,  1943  and  1944— have:  1945 
has  noth 

Mr.  Gennett.  What  proportion  of  your  contracts  have  been  re- 
negotiated, Mr.  Jones? 

Mr.  Jones.  Maybe  half. 

Mr.  Gennett.  About  half  ? 

Mr.  Jones.  Yes. 

Mr.  Gennett.  And  the  total  fees  received  after  renegotiation  of 
the  half  were  how  much  ? 

Mr.  Jones.  As  I testified  just  now,  the  shipbuilding  was  only  about 

one-third  of  our  total  volume 

Mr.  G ennett.  I understand  that. 

. Mr.  Jones.  And  we  were  renegotiated  on  an  over-all  basis,  and  it 
is  rathey  hard  to  pull  out  a ship  and  say  that  is  what  was  renego- 
tiated. ; 

The  (Jhairman.  Were  you  renegotiated  by  the  Maritime  Commis- 
sion? 

Mr.  Jones.  No,  sir.  I believe  there  is  a policy  between  the  different 
.governmental  agencies  to  let  the  agency  which  has  the  larger  share  to 
renegotiate,  which  was  the  War  Department.  The  Maritime  Com- 
mission lad  a representative  in  on  the  renegotiation,  however. 

Mr.  Gennett.  You  cannot  very  well  advise  us  what  part  of  those 
fees  thaj  had  been  renegotiated  were  attributable  directly  to  ship- 
building!, then,  can  you  ? 

Mr.  Jones.  No,  sir ; I cannot. 

Mr.  Keogh.  What  percentage  did  the  Board  agree  with  you  on,  on 
your  ovejr-all  volume?  What  percentage  did  they  allow  you? 

Mr.  Jones.  I may  have  that  information  here.  I will  say  that  I 
did  not  know  what  was  to  be  asked  me,  so  I tried  to  bring  the  office 
with  me. 

Mr.  KpOG-ii.  Was  it  6 percent  or  8 percent  ? 

Mr-  Jones.  My  recollection  is  that  it  was  around  8 percent.  But 
I think  I;  can  verify  that  in  just  a minute. 

Mr.  Keogh.  My  recollection  is  that  you  were  allowed  a gross  profit 
of  8 percent  of  the  business  done. 

Mr.  J(j>NES.  I have  found  the  papers,  now.  In  1943  we  returned 
$4,380,000  on  renegotiation.  Practically  all  of  it  was  outside  of 
shipbuilding. 

Mr.  Keogh.  Did  they  not  agree  with  you  on  a percentage  when  you 
were  renegotiated  ? 

Mr.  J ones.  Well,  it  does  boil  down  to  a percentage. 

Mr.  Keogh.  It  is  the  percentage  that  I would  like  to  have  you  give 
me,  if  you  have  it. 

Mr.  Jojstes.  It  is  3.981  percent.  That  was  for  1944. 

Mv  Keogh.  That  is  the  year  you  were  doing  business  not  only  for 
the  Maritime  Commission  but  for  the  War  Department  ? 

Mr.  J ojNES.  And  the  Navy  Department. 

Mr.  Keogh.  In  that  year  when  you  arrived  at  your  renegotiation 
cud  they  break  down  the  volume  of  the  various  departments  and  allow 
you  a varying  percentage  on  it  ? 
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Mr.  Jones.  I have  the  figures  right  here.  No,  sir.  It  seems  to  be 
an  over-all  figure. 

Mr.  Keogh.  Excuse  me,  Mr.  Gennett. 

The  Chairman.  Proceed. 

Mr.  Gennett.  In  these  contracts  other  than  ship-building  contracts 
did  the  corporation  have  any  capital  risk  ?■ 

Mr.  Jones.  No  more  than  in  the  shipyard.  Wait  a minute.  On 
the  fixed-fee  we  were  on  the  same  basis.  On  the  lump  sum  contracts 
we  risked  everything  we  had. 

Mr.  Gennett.  You  say,  no  more  than  in  a shipbuilding  contract. 

Mr.  Jones.  That  is,  we  had  fixed-fee  contracts  with  other  govern- 
mental agencies,  and  the  risk  was  the  same  as  in  the  Maritime  Com- 
mission contracts. 

Mr.  Keogii.  You  also  had  some  lump-sum  contracts? 

Mr.  Jones.  Yes,  sir.  We  had  one  lump-sum  contract  around  $26,- 
000,000 ; another  one  around  $22,000,000,  and  so  on. 

Mr.  Keogii.  You  said  that  your  company  was  organized  in  1894? 

Mr.  Jones.  Yes,  sir. 

Mr.  Keogii.  Can  you  tell  this  committee  what  your  average  annual 
profit  was  percentagewise  to  your  gross  business  done  over  that  50-year 
period? 

Mr.  Jones.  I am  sorry  to  say,  sir,  that  it  has  been  coming  down. 

Mr.  Keogii.  I appreciate  that.  What  was  its  range  ? 

Mr.  Jones.  It  has  ranged  from  around  20  percent  in  the  beginning 
to  the  figure  I just  used  of  around  4 percent. 

Mr.  Keogii.  In  the  year  that  it  was  20  percent  did  you  do  any  Gov- 
ernment business  ? 

Mr.  Jones.  No,  sir.  Right  now  I might  say  we  have  around  $50,- 
000,000  worth  of  non-Government  business,  most  of  which  is  on  a 
cost-plus-fixed-fee  basis. 

Mr.  Keogii.  Is  there  a growing  tendency  now,  even  in  private  busi- 
ness, to  contract  for  construction  work  on  a cost-plus-a-fixed-fee  basis  ? 

Mr.  J ones.  I cannot  say  it  is  growing,  sir.  .We  normally  have  a large 
share  of  our  business  on  that  basis. 

Mr.  Keogii.  But  it  is  more  common  now  than  it  was  prior  to  the  war  ? 

Mr.  Jones.  I believe  it  is. 

Mr.  Keogii.  Would  you  say  that  the  fact  that  it  is  more  common 
now  than  it  was  prior  to  the  war  is  in  any  wise  due  to  the  experience 
that  was  gained  under  such  types  of  contracts  during  the  war  ? 

Mr.  Jones.  That  is  my  guess. 

Mr.  Keogh.  In  other  words,  it  has  been  found  to  be  a very  satis- 
factory type  of  contract  on  both  sides  ? 

Mr.  Jones.  I might  say  that  within  the  past  12  months  we  have  been 
given  three  contracts  by  Sears,  Roebuck,  three  by  the  United  States 
Rubber  Co.,  three  by  Western  Electric,  five  by  the  Southern  Railway, 
and  other  contracts  by  corporations  of  . similar  standing,  all  on  a cost- 
plus-a-fixed-fee  basis. 

Mr.  Bradley.  Is  not  that  because  you  have  no  possible  way  of  antici- 
pating what  the  costs  are  going  to  be  ? 

Mr.  J ones.  That  is  one  of  the  arguments  that  we  put  up. 

Mr.  Keogii.  That  is  certainly  the  argument  that  obtained  during 
the  war. 

Mr.  Weioiiel.  May  I ask  a question  there? 
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You  said  something  about  cost-plus  contracts.  Private  individuals 
are  watching  expenditures  a little  more  closely  than  the  Government 
watched  tjhese  that  we  have  heard  about  during  the  past  week? 

Mr.  Jones.  That  has  not  been  our  experience. 

Mr.  Weighed.  Can  you  charge  in  $500,000  given  to  charity  and 
$50,000  for  a memory  course? 

Mr.  KifOGH.  There  has  been  no  evidence  introduced  at  these  hear- 
ings since  I have  been  here  that  indicates  that  any  items  for  charity 
or  any  of  these  other  things  mentioned  have  been  reimbursed  by  the 
Government.  In  fact,  everybody  has  testified  that  they  are  nonreim- 
bursable |tems. 

Mr.  Weighed.  Yes;  but  they  have  been  charged  off. 

Mr.  Bradley.  Don’t  you  charge  such  things  off  in  your  income  tax  ? 

Mr.  Weigh  el.  Surely;  but  they  were  saying  they  were  giving  all 
this  to  clfarity. 

(Informal  discussion  off  the  record.) 

Mr.  Gennett.  On  capital  borrowed  from  banks  was  interest  paid 
on  the  loins  ? 

Mr.  Jo^es.  You  mean,  did  we  pay  it? 

Mr.  Gannett.  Did  the  corporation  pay  it? 

Mr.  Jones.  Yes. 

Mr.  Gannett.  Was  any  of  that  interest  reimbursed  by  the  Com- 
mission? ; 

Mr.  Jones.  A very  small  amount  was. 

Mr.  Gennett.  Part  of  it? 

Mr.  Jones.  Yes. 

Mr.  Gennett.  Did  you  have  a substantial  amount  of  items  that  were 
not  reimbursed  by  the  Commission  on  your  contracts  ? 

Mr.  Jones.  My  recollection  is  it  was  around  $350,000. 

Mr.  Gannett.  In  proportion  to  the  total  dollar  volume  of  these 
contracts;  that  is  rather  small,  is  it  not  ? 

Mr.  Jones.  Yes ; the  total  volume  was  $277,000,000. 

Mr.  Gannett.  In  your  nonshipbuilding  operations  were  there  any 
losses  which  might  have  been  set  off  against  shipbuilding  profits? 

Mr.  Jones.  No,  sir;  we  do  have  losses  on  lump-sum  contracts.  You 
cannot  be  in  business  without  having  some  losses.  But  there  is  no 
way  in  the  world  to  offset  one  loss  against  another  gain. 

Mr.  Bradley.  Kaiser  had  a way  to  do  it.  ■ He  set  off  the  loss  in 
his  steel  plant  against  his  shipyard  gain. 

The  Chairman.  Let  us  proceed. 

Mr.  Gannett.  Your  figure  of  something  less  than  4 percent  on 
your  contract  earnings  was  before  taxes,  Mr.  Jones? 

Mr.  Jones.  That  is  right. 

Mr.  Gennett.  I might  point  out  that  most  of  the  other  figures  that 
have  beep  given  today  were  after  taxes.  Mr.  Jones  lias  given  them 
before  taxes. 

Mr.  Jones.  I can  give  them  to  you  both  ways. 

Mr.  Gannett.  That  is  all  right. 

That  i^  all. 

Mr.  Bradley.  Let  us  have  those  figures. 

Mr.  JpNES.  In  1943  it  was  6.4  percent  before  taxes  and  seven-tenths 
of  1 percent  after  taxes. 

In  194$  it  was  6 percent  before  taxes  and  1.2  percent  after  taxes. 
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In  1944, 1 do  not  have  the  figures  here,  i think  it  was  3 percent  be- 
fore taxes  and  one-half  of  1 percent  after  taxes. 

In  1945  it  was  1.6  percent  before  taxes  and  four-tenths  of  1 percent 
after  taxes. 

The  Chairman.  Mr.  Keogh? 

Mr.  Keogii.  I have  no  questions.  » 

The  Chairman.  Have  you  any  further  questions,  Mr.  Bradley? 

Mr.  Bradley.  I do  not  believe  I have  any  questions,  Judge. 

The  Chairman.  Mr.  Weichel? 

Mr.  Weichel.  Is  that  the  percent  of  profit  based  on  the  amount 
that  you  had  invested,  on  the  fees  you  got  from  the  Government  ? 

Mr.  Jones.  No,  sir;  may  I make  a statement  right  here? 

Mr.  Weichel.  Surely. 

Mr.  Jones.  No  construction  firm  does  business  on  the  basis  of  the 
amount  of  money  they  have  got  invested.  If  you  ask  me  to  build 
you  a house  I will  charge  you  a percentage  of  the  total  cost  of  the 
house,  because  the  thing  I would  be  furnishing  you  would  be  services, 
and  that  is  what  we  furnished  the  Maritime  Commission. 

Mr.  Weichel.  Based  on  the  money  invested,  with  reference  to  the 
fees  that  you  drew  from  the  Government,  it  would  be  500  or  600  per- 
cent on  the  amount  invested? 

Mr.  Jones.  No,  sir;  I just  testified  that  wo  had  at  one  time  $3,- 
600,000  of  our  money  in  the  two  shipyards  on  which  our  gross  fees 
were  around  $9,000,000. 

Mr.  Weichel.  Were  you  using  a Government  facility? 

Mr.  Jones.  Yes. 

Mr.  Weichel.  And  you  had  invested  in  that  Government  facility 
$1,300,000? 

Mr.  Jones.  Yes;  reimbursements  were  slow.  We  were  not  sitting 
right  next  to  the  regional  office;  we  were  hundreds  of  miles  away. 

Mr.  Weiciiel.  About  what  is  the  total  fees  you  drew  ? 

Mr.  JoNESt  $9,000,000. 

Mr.  Weichel.  How  many  nonreimbursables  did  you  have  ? 

Mr.  Jones.  $350,000,  sir. ' 

Mr.  Weichel.  You  were  reimbursed  for  everything  except  $350,000, 
and  you  drew  $9,000,000  in  fees,  less  taxes ; is  that  correct  ? 

Mr.  Jones.  That  is  right. 

Mr.  Weichel.  That  is  all. 

(Information  furnished  by  the  J.  A.  Jones  Construction  Co.,  in 
response  to  the  committee’s  questionnaire,  has  been  received  for  the 
record  and  marked  “Exhibit  18.”) 

The  Chairman.  The  committee  stands  adjourned  until  tomorrow 
morning  at  10  o’clock. 

(Whereupon,  at  5 : 40  p.  m.,  an  adjournment  was  taken  until  tomor- 
row, Thursday,  September  26, 1946,  at  10  a.  m.) 
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THURSDAY,  SEPTEMBER  20,  1946 

House  of  Representatives, 

Committee  on  the  Merchant  Marine  and  Fisheries, 

Subcommittee  to  Study  Shipyard  Profits, 

Washington,  D.  C. 

cj  subcommittee  met  at  10  a.  m.,  pursuant  to  adjournment,  Hon. 
Schuyler  Otis  Bland  (chairman)  presiding. 

Herter6nt:  Representafcives  PIand  (chairman) , Bradley,  Weichel,  and 

Also  present : Marvin  J.  Coles,  general  counsel  for  the  committee: 
Nathaniel  C.  W.  Gennett,  Jr.,  associate  counsel;  Frederick  M.  Jones 
assistant  counsel ; Reginal  S.  Losee,  chief  investigator. 

The  Chairman.  All  right,  gentlemen;  the  committee  will  come  to 
order. 

Proceed,  Mr.  Coles. 

Mr  Coles.  Mr.  Chairman,  as  the  first  witness  may  we  have  the  rep- 
resentative from  the  Delta  Shipbuilding  Corp.  ? 

The  Chairman.  Do  you  swear  the  testimony  you  will  give  at  this 
hearing  and  any  future  hearings  on  this  subject  will  be  the  truth,  the 
whoie  truth,  and  nothing  but  the  truth,  so  help  you  God  ? 

Mr.  Geriiauser.  I do. 

TESTIMONY  0E  W.  H.  GERHAUSER,  PRESIDENT,  DELTA 
SHIPBUILDING  CO. 

Mr.  Gennett.  Would  you  give  your  name,  please,  for  the  record? 
Mr.  Geriiauser.  W.  H.  Gerhauser. 

Shipbuilding  Co  Gerhauser’  what  is  y°ur  position  with  the  Delta 

Mr.  Geriiauser.  I am  president  of  the  Delta  Shipbuilding  Co.,  and 
president  of  the  parent  company,  the  American  Shipbuilding  Co 

Al-d  Delta  Shipbuilding  Co.  is  a wholly  owned 
subsidiary  of  American  Shipbuilding  Co.? 

Mr.  Geriiauser.  That  is  correct. 

May  I make  a brief  statement  before  we  proceed  ? 

Mr.  Gennett.  Certainly. 

In  the  company’s  reply  to  the  questionnaire  sub- 
mitted by  this  committee,  the  company  set  forth  in  detail  the  events 
irni,ng  ltS  partlcipati°n  in  the  Liberty  ship  construction  pro- 
glam and  its  arrangement  with  Louisiana  Shipyards,  Inc.,  for  a tlivi- 
“ °t  shipbuilding  fees.  I presume  this  information  will  be  made  a 

part  of  the  record  and  need  not  be  repeated  here.  . 

1 he  Chairman.  It  is  a part  of  the  record. 

265 
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t.  The  figure  of  $12,171,811  for  Delta  Shipbuilding 

. P 1 . 1 • i ' n -1  n null  1 f 


Mr.  Geiutauser.  The  figure  of  $12,1(1,811  ior  ueita 
Co.,  given:  to  this  committee  by  the  Maritime  Commission  m exhibit 
A attached  to  letter  dated  July  13, 1916,  under  the  caption  Estimated 
profits”  should  properly  be  stated  as  “Fees  earned  under  contracts. 
This  sum 'was  reduced  by  renegotiation  to  $9,598,440,  which  is  tie 
amount  of  fees  received  by  the  company  for  the  construction  of  188 

ships. 


9,  59S,  440 


This  surjn  was  further  reduced  to  $2,017,059,  as  follows : 

Fees  received 

__  432,338 

Nonreimhui  sable  costs ~ „ 2q-i  440 

Louisiana  £ hipyard’s  portion  of  fees ’ 047*  601 

Federal  and  State  taxes ’ ’ 


Total  charges. 


7, 581, 381 


Delta  Shipbuilding  Oo.’s  net  profit  for  building  132  Liberty  cargo 

ships,  32  Liberty  tankers,  and  24  Liberty  colliers 2, 017, 050 

These  figures  have  been  certified  to  by  the  company’s  auditors, 

Messrs.  Ernst  and  Ernst.  , 

The  following  is  a statement  showing  the  ships  built  by  the  com- 
pany and  the  fees  received  after  renegotiation: 

Contract  No. 

MCc  734  (25  ships)  $847  775 

12  Liberty  cargo,  $70,648  each 041  405 

13  Liberty  cargo,  $80,115  each X’ 


Fees 


MCc  735  (8j ships)  : 8 Liberty  cargo,  $80,115  each 

MCc  736  (28  ships)  : Rqn 

22  Liberty  cargo,  $52,255  each 1, 14J,  610 

MCc  8384  (|15  ships)  : 


$1, 889,  270 
640,  920 


1, 630,  300 


I Liber 
I Liberty  cargo. 


13  Liberty  tankers,  $81,000  each 1. °53-  000 

i 

» i 

MCc  130981(20  ships)  : - ~OQ  non 

19  Liberty  tankers,  $81,000  each - ^ 60  000 


MCc  16494! 


Total 


ty  cargo-- *48,950 


60,  000 


108,950 


I Liberty  cargo. 


1, 161,  950 


1,  599, 000 


(92  ships)  : 


68  Liberty  cargo,  $20,000  each f 360,  000 

24  Liberty  colliers,  $55,000  each—- 1,  320,  ow 


2,  680, 000 

9,  601,  440 
3,000 


Penalty  for  3 days’  delay  in  delivery  last  ship _ 

Total  fees  received S98,  440 

Mr.  Gennett.  Mr.  Gerhauser,  may  I ask  you  if  the  fee  shown  as 
profits  earned  by  Louisiana  Shipyard  is  not  a part  of  the  profits  earned 

yMi7  g|:rhatjser.  It  is  a part  of  the  profit  earned  on  the  total  contract, 

C°Mv  GWett.  Then,  in  fact,  the  figure  of  $2,017,000  is  not  the  entire 
profit  received  by  Delta,  because  Louisiana  Shipyards  was  an  afiiliate 
or  an  associate  of  Delta. 
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Mr.  Geriiauser.  Associate. 

. Mr.  Gennett.  Will  you  explain  the  relationship  of  Louisiana  Ship- 
yards to  the  Delta  Co.  ? 

Mr.  Geriiauser.  We  explained  it  in  our  answer  to  the  questionnaire, 
but  I will  be  very  glad  to  review  it. 

■ Wo  were  called  to  Washington  in  December  of  1940  by  Admiral 
Land  and  Admiral  Vickery  and  asked  to  participate  in  the  original 
program  to  construct  the  first  200  Liberty  ships.  We  demurred,  for 
the  reason  that  we  were  shipbuilders  in  the  Great  Lakes.  We  already 
had  Navy  contracts,  and  we  felt  that  we  could  do  our  best  job  by 
staying  on  the  Lakes,  where  wTe  had  our  own  plants  and  our  own  organ- 
ization. We  were  told  that  it  was  desired  by  the  Commission  that  we 
take  a part  in  this  program  because  of  our  shipbuilding  experience, 
and  we  were  asked  if  we  would  investigate  the  possible  sites  at  Houston, 

New  Orleans,  and  Brunswick,  and  Savannah,  Ga.  We  were  also  told 
at  this  first  conference  that  there  had  been  a company  organized  in 
New  Orleans,  La.,  shipyards,  who  had  been  negotiating  with  the  Com- 
mission for  a shipyard  and  the  construction  of  ships.  We  were  asked 
to  confer  with  that  company  to  see  whether  or  not  we  would  be  will- 
ing to  join  with  them  in  the  project,  as  they  apparently  did  not  have 
very  much  shipbuilding  talent  associated  with  them. 

We  went  to  Houston,  New  Orleans,  Brunswick,  and  Savannah,  and 
investigated  the  sites  and  reported  back  to  the  Commission.  We  also 
talked  with  the  officials  of  Louisiana  Shipyards. 

We  reported  back  to  the  Commission  that  we  still  felt  that  we  should 
remain  on  the  Lakes,  but  that  if  the  Commission  were  insistent  that 
we  join  in  this  program,  we  preferred  to  go  it  alone,  that  we  had  the 
finances  and  the  ability  to  handle  the  whole  project  alone,  and  we  saw 
no  reason  why  we  should  join  with  others,  particularly  as  there  was  a 
New  York  contracting  concern  affiliated  with  Louisiana  Shipyards. 

The  matter  was  dropped  at  that  point,  and  it  was  not  until  some 
few  weeks  later  that  Admiral  Land  again  called  me  to  his  office  and 
said  that  he  had  been  informed  that  the  New  York  contracting  firm 
had  withdrawn,  and  asked  us  to  reconsider  the  matter.  We  then 
thought  that  we  should  confer  with  the  Navy  as  to  their  requirements, 
because  we  were  negotiating  with  the  Navy  for  mine  sweepers  and 
other  small  craft,  so  a meeting  was  arranged  with  Secretary  Knox. 

The  matter  was  discussed,  and  the  Secretary  said  that  the  thing  he 
wanted  us  to  do  was  to  go  to  New  Orleans  and  build  these  25  Liberty 
ships,  which  the  Commission  had  asked  us  to  do. 

We  still  were  not  quite  willing  to  join  with  someone  else.  We  could 
not  see  any  reason  why  we  should.  But  finally  Mr.  Knudsen,  of  the 
Office  of  Production  Management,  telephoned  and  was  very  insistent 
tha,t  we  do,  and  we  finally  consented  provided  that  we  could  make  -a 
satisfactory  arrangement  with  Louisiana  Shipyards.  We  were  willing 
to  have  an  associate  at  that  point,  but  we  did  not  want  a partner. 

So  the  question  that  we  had  to  work  out  was  how  we  might  set  up 
an  arrangement  with  Louisiana  Shipyards  which  would  not  involve 
an  actual  partnership  but  would  enable  us  to  go  ahead  with  the  project 
jointly.  It  was  finally  worked  out  that  Louisiana  Shipyards  would 
raise  cash  capital  of  $750,000,  which  they  did ; that  they  would  take 
a contract  with  the  Maritime  Commission  to  construct  the  shipyard, 
and  that  they  would  waive  their  rights  under  the  facilities  contract 
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to  build  ships  in  the  yard.  We  in  turn  took  a contract  with  the  Mari- 
time Commission  to  build  25  ships  in  the  first  instance  in  that  yard. 
Louisiana  Agreed  to  raise  the  cash  capital  of  $750,000.  The  American 
Shipbuilding  Co.  agreed  to  organize  a wholly  owned  subsidiary,  Delta 
Shipbuilding  Co.,  and  furnish  to  that  company  $750,000  cash  working 
capital.  ! • 

In  consideration  of  Louisiana  undertaking  the  construction  of  the 
yard — they  did  all  of  that  work,  supervised  it,  used  their  capital  for 
the  construction  of  the  yard,  they  waived  their  rights  to  build  ships, 
they  agreejd  to  do  certain  other  things  in  connection  with  local  mat- 
ters, and  the  obtaining  of  trackage  and  sewer  connections  and  that 
sort  of  thing — we  agreed  that  Louisiana  would  be  given  36  percent  of 
the  shipbuilding  fees  received  from  the  first  contract. 

The  yard  was  originally  laid  out  as  a six-way  yard,  and  a little  bit 
later  two  Additional  ways  were  added  and  a contract  was  given  for 
eight  additional  ships,  and  we  agreed  to  give  Louisiana  36  percent  of 
those  fees.  On  all  subsequent  contracts  Louisiana’s  portion  of  the 
fees  was  reduced  to  20  percent. 

Louisiana  used  its  $750,000  for  the  construction  of  the  yard  and 
made  that  capital  available  to  us  after  the  yard  was  completed,  but 
in  order  to  avoid  any  partnership  arrangement  it  was  loaned  to  Delta 
Shipbuilding  Co.,  but  it  was  raised  and  put  into  Louisiana  Shipyards’ 
business,  j American  Shipbuilding  Co.  put  $750,000  cash  capital  into 
Delta  Shipbuilding  Co. 

In  addition  to  that  we  had  bank  loans  totaling  $2,750,000  at  the 
peak. 

Mr.  Gennett.  Do  I understand,  Mr.  Gerhauser,  that  the  figure  of 
$750,000  $s  capital  of  . the  Delta  Shipbuilding  Co.  is  erroneous? 
Should  Delta’s  capital  be  $1,500,000,  since  American  Shipbuilding  Co. 
also  put  up  $750,000. 

Mr.  Geriiausior.  There  is  no  question  but  that  the  million  and  a 
half  was  used  in  the  enterprise,  but  because  of  the  fact  that  we  bor- 
rowed it  from  Louisiana,  Delta  Shipbuilding  Co.  cannot  state  that 
its  capital;  was  more  than  $750,000,  but  Louisiana  Shipyards  did  ac- 
tually put' in  $750,000  cash,  although  it  was  in  the  form  of  a loan  to 
us  rather  than  a participation  in  the  ownership  of  Delta  Shipbuild- 
ing Co. 

Mr.  Gennett.  But  you  paid  interest  on  the  loan  made  by  Louisiana 
Shipyards  at  the  rate  of  36  percent  of  the  profits  earned  by  Delta  on 
the  first  ships  constructed,  did  you  not  ? 

Mr.  Gerhauser.  No,  sir.  American  Shipbuilding  Co.  did  not  loan 
any  money  to  Delta  Shipbuilding  Co. 

Mr.  Guy  nett.  Did  Delta  loan  funds  to  American  ? 

Mr.  GeRti  auser.  No.  American  Shipbuilding  Co.  took  $750,000 
of  its  own. cash  and  organized  a wholly  owned  subsidiary,  Delta  Ship- 
building Co.,  and  bought  the  capital  stock  of  Delta  Shipbuilding  Co. 
with  $750, pOO  cash. 

Mr.  Gennett.  Yes. 

Mr.  Gerhauser.  There  was  no  loan  involved. 

Mr.  Gennett.  Now  then,  Louisiana  Shipyards  put  up  $750,000. 

Mr.  Gerhauser.  That  is  correct. 

Mr.  Gennett.  And  for  that  $750,000,  what  did  it  receive  as  com- 
pensation | 
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Mr.  Gerhauser.  It  received  from  us  $2,231,442  of  the  fees  which  we 
received  for  building  the  ships. 

Mr.  Gennett.  Then  American  Shipbuilding  borrowed  the  three- 
quarters  of  a million  from  Louisiana  Shipyards  ? 

. . That  is  c^rect  in  its  form ; yes.  That  was  a loan 

to  Delta,  Shipbuilding  Co.,  not  American. 

allifr  Gtennett.  So  Delta,  in  fact,  had  no  money  in  the  shipyard  at 

Mr.  Gerhauser.  It  had  its  own  money  invested  in  the  building  of 
the1^aEC1Eg  of  the  shipbuilding  program,  $750,000 
plus  $750,000  supplied  by  Louisiana  Shipyards,  plus  $2,700,000  at  the 

EtiTr  dH  liuSna  Sh‘pyarfr"ey  inTeStei  “ facilities’ 

us“iGrr3f»^ 

Mr.  Gerhauser.  Yes ; to  finance  the  building  of  the  yard, 
yard'  xENNETT‘  1 thought  this  was  a Government  constructed  ship- 

Mr.  Gerhauser.  We  had  no  facilities  contract,  but  it  is  my  under- 

T?  th«  builders,  had  to  finance  the  building 

o±  the  yard.  They  had  to  pay  their  contractors  and  pay  their  bills 
and  were  reimbursed  by  the  Maritime  Commission,  which  they  did 
without  profit,  but  they  needed  capital  for  that  purpose 

Mi^GerhauserT  D°  y°U  W ^ figUre  °f  tho  total  cost  of  the  yard, 

S «RIT  uuSEf '■  I)r!tu  furnished  facilities  in  the  amount  of  $1,- 
1 •!?•.  That  is,  Delta  saw  to  the  construction  of  those  facilities 
and  Louisiana  Shipyards  has  reported  to  us  that  their  cost  of  tho 

tiactywads  $10912e927  52Ch  ‘r7  fur+nf^ed  under  their  facilities  con- 
tract  was  $10,912,927.52,  making  a total  cost  of  $12,747,824  70 

Mr.  Gejwett  Then  that  three-quarters  of  a million  was'  not  ac 
tually  put  m the  building  of  tho  yard  ? 

Mr.  Gerhauser.  It  financed  the  building  of  the  yard  as  a revolving 
the  Mt0'Pay  contractors  and  bills  until  Louisiana  was  reimbursed  by 
r^TT1’  USt  exactly  as  the  shiPs  were  built  * 

buti„nG7he  ollce  mo“’ what  m***  ««*• 

Mr.  Gerhauser.  $750,000  cash. 

mI:  &LA$^orrh8hipy,rds’ 

fAm0ric“  Shipbuilding’s  contribution,  the.  par- 

Mr.  Gerhauser.  Well,  the  American  Co.  bought  the  entire  o/mitol 
»TO1000?f  ^ to  Shipbuilding  for  $750,000,  which  provided  Delta  with 

jJfS  S„TSltSaV'“at  thC  SeCOnd  $75°’000  '’hioh  y“  W 

Mr.  Gerhauser.  From  Louisiana. 

Mr.  Gennett.  From  Louisiana,  yes. 

Mr.  Gerhauser.  Correct. 

Mr  Wt?  int6rest  Paid  to  Louisiana  on  this  loan  ? 

Mi.  Gerhauser.  It  was,  at  1%  percent. 


93486—46- 
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Mr.  Gen  nett.  Interest  at  the  rate  of  1%  percent  was  paid  to  Louisi- 
ana in  addition  to  $2,231,442,  representing  its  share  of  the  fees  earned 
by  Delta  ? 

Mr.  Gerhauser.  That’s  right. 

Mr.  Gannett.  Was  this  interest  of  1%  percent  reimbursed  by  the 
Commission  ? 

Mr.  Gerhauser.  Yes,  it  was. 

Mr.  Gennett.  Fully  reimbursed? 

Mr.  Gerhauser.  Fully  reimbursed. 

Mr.  Gennett.  Was  the  yard  built  entirely  by  Louisiana  Shipyards  ? 

Mr.  Gerhauser.  With  the  exception  of  $1,800,000  worth  of  facili- 
ties, wh  Lph  came  along  later.  The  original  yard  was  built  entirely 
by  Louisiana  Shipyards. 

Mr.  Gennett.  You  stated  that  the  total  fees  received  were  $9,598,- 
440  after;  renegotiation,  did  you  not? 

Mr.  GpRTiAusEE.  That  is  correct. 

Mr.  Gennett.  Were  the  management  salaries  of  the  Delta  Ship- 
building Co.  reimbursed  by  the  Commission? 

Mr.  Gerhauser.  Not  in  full.  After  June  30,  1943,  there  was  no 
salary  of  an  officer  or  top  executive  reimbursed  in  full.  All  salaries 
were  approved  by  the  Maritime  Commission,  hut  there  was  not  full 
reimbursement  of  that  group  after  June  30, 1943.  The  highest  amount 
reimbursed  by  the  Maritime  Commission  for  any  salary  was  $18,000 
a year,  a:  id  that  to  one  vice  president. 

Mr.  Gennett.  Can  you  tell  the  committee  the  maximum  fees  which 
could  have  been  earned  under  the  terms  of  the  contract  for  these  92 
ships. 

Mr.  Weighed.  Is  that  not  the  statement  of  fees  attached  to  this  ? 

Mr.  Gennett.  No,  sir.  These  were  the  fees  actually  paid,  Mr. 
WeicheL  There  was  a maximum  and  a minimum  fee  payable  under 
the  contracts.  I believe,  Mr.  Gerhauser,  that  this  is  a statement  of 
the  fees  actually  paid.  . 

Mr.  Gerhauser.  That  is  correct,  after  renegotiation.  You  are  talk- 
ing about  92  ships  ? 

Mr.  GJennett.  The  total  number  of  ships,  if  you  please. 

Mr.  Gerhauser.  The  maximum  fees  which  might  have  been  earned 
were  $10,697,654.  ... 

Mr.  CjrENNETT.  And  the  minimum  figure  that  might  havo  been 
6ftrncd.  ? 

Mr.  Gerhauser.  $7,433,184. 

Mr.  Gennett.  Was  there  a minimum  guaranty,  a base  figure  on 
these  contracts  ? 

Mr.  Gerhauser.  In  all  of  them. 

Mr.  Gennett.  Do  you  have  that  figure? 

Mr.  GIerhauser.  Yes,  sir.  The  minimum  fees  were  $7,433,184. 
That  was  the  guaranteed  floor. 

Mr.  Gennett.  Then  you  could  not  earn  less  than  $7,433,184? 

Mr.  Gerhauser.  Unless  renegotiation  took  some  of  it  away.  _ 

The  Chairman.  I wonder  if  we  are  not  particularly  concerned  with 
what  was  earned,  rather  than  with  what  might  have  been. 

Mr.  Gennett.  Yes,  sir ; I think  that  is  right. 

The  Chairman.  I have  no  objection  to  it.  It  is  all  right. 

Mr.  Gennett.  I am  pointing  out,  Mr.  Chairman,  that  this  com- 
pany eajmed  something  between  the  maximum  and  the  minimum.  In 

j 
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this  case  the  maximum  was  $16,697,654  and  the  minimum  $7,433,184. 

They  earned  nine  and  a half  million  in  fact. ' 

Mr.  Gerhauser.  We  earned  12,  if  I may  say  so. 

Mr.  Gennett.  Nine  after  renegotiation. 

Mr.  Gerhauser.  Nine  after  renegotiation. 

Mr.  Gennett.  Would  you  give  the  total  number  of  ships  built,  Mr. 
Gerhauser? 

The  Chairman.  Does  that  appear  on  his  statement?  I should 
think  it  would  be  a simple  matter  of  adding  the;  items. 

Mr.  Weichel.  Is  it  on  the  list? 

Mr.  Gennett.  The  total  is  not. 

Mr.  Gerhauser.  The  total  is  188,  and  there  were  three  classes  of 
ships  m the  total— 132  Libertys,  32  tankers,  and  24  colliers. 

. Mr.  Gennett.  No  further  questions,  Mr.  Chairman. 

The  Chairman.  Mr.  Bradley? 

. Bradley.  Mr.  Gerhauser,  it  has  always  appeared  to  me  that  the 
just  figure  for  determining  whether  or  not  there  are  exorbitant  fees 
paid  is  the  percentage  of  profit  made  on  the  total  amount  of  sales.  I 
think  that  is  usually  figured  that  way, ‘is  it  not,  in  most  transactions? 

. According  to  the  figures  I have  here  from  the  Maritime  Commission, 
including  the  cost  of  the  yard,  they  paid  you  a total  of  $217,792,948, 
from  which  we  should  properly  deduct  the  $12,804,010  for  the  yard, 
which  means,  roughly,  about  $205,000,000  paid  for  the  construction  of 
these  vessels.  According  to  your  statement  here,  after  taxes  and 
everything  else  you  and  Louisiana  shared  in  $4,248,501,  which  is  about 
2 percent  net  on  the  total  volume,  which  I think  is  not  excessive, 
personally. 

Mr.  Gerhauser.  Mr.  Bradley,  I think  your  figures  are  not  quite 
correct.  The  cost  of  performing  the  work,  of  building  188  ships,  was 
$207,883,028,  exclusive  of  fees.  If  you  include  the  fees,  after  renego- 
tiation the  cost  was  $217,482,368.  The  shipyard  facilities  cost  a little 
bit  over  $12,000,000,  so  that  the  total  figure,  if  you  are  adding  actual 
cost  of  work  performed,  fees  and  shipyard,  would  be  about 
$230,000,000. 

. Mr.  Bradley.  All  I have  here  are  the  figures  supplied  by  the  Mari- 
time Commission. 

Mr.  Gerhauser.  I can  assure  you  these  are  correct. 

Mr.  Bradley.  If  Ernst  & Ernst  audited  it,  they  must  be  pretty 
accurate.  r J 

You  had  some  difficulties  down  there,  did  you  not,  with  construction, 
due  to  terrain,  ground  difficulties,  sinking  of  piling,  and  so  on  ? 

Mr.  Gerhauser.  That  was  not  our  difficulty;  that  was  Louisiana 
shipyards  headache,  but  the  shipyard  was  built,  as  you  know,  in 
Louisiana,  and  the  land  in  the  New  Orleans  region  is  delta  land  It 
is  a marsh,  and  the  shipyard  was  built  on  the  industrial  canal.  There 
is  practically  no  foundation  there.  There  were  thousands  and  thou- 
sands ot  piles  that  had  to  be  driven  to  support  buildings,  and  overy  * 
heavy  piece  of  machinery,  all  the  crane  runways,  and  everything1  were 
built  on  filing.  , 

In  addition  to  that  we  were  unfortunate  enough  to  have  torrential 
rams  that  spring,  which  washed  everything  out,  and  there  was  plenty 
°f  trouble  before  we  got  straightened  out. 

siderably?ADLEY'  <fe^a3r  y°ur  over-all  program  quite  con- 
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' Mr.  Gerhauser.  It  did  delay  our  start  in  the  yard  very  con- 

S1<MrabBRADLEY.  Mr:  Chairman,  I just  want  to  say  for  the  record  that 
it  so  happens  that  I have  known  Mr.  Gerhauser  through  his  associa- 
tion with  American  Shipbuilding  Co.  for  almost  30  years.  He  was 
' 'formerly  a1  purchasing  agent,  the  same  as  I was,  and  we  used  to  have 
frequent  battles  about  the  cost  of  building  ships.  I am  glad  to  see, 

Mr.  Gerhauser,  you  have  finally  brought  the  cost  of  ships  down  to 
within  reason.  I congratulate  you,  sir,  and  I want  to  say  that  the 
\ merican  Shipbuilding  Co.  on  tbe  Great  Lakes  bears  an  unblemished 
^SiSiSSwa/through  for  the  quality  of  the  ships  they  put 

Mr.  Gerhauser.  Thank  you  very  much,  , , 

The  Chairman.  We  are  glad  to  have  that  statement  m the  record. 

Mr  Weichel.  Mr.  Gerhauser,  you  spoke  about  the  American  Ship- 
building Co.  How  many  years  has  that  company  been  m the  business 

of  building  ships? 

Mr.  Gerhauser.  Forty-seven. 

Mr.  Weichel.  How  long  have  you  been  with  tbem  5 

Mr!  Gerhauser.  Twenty-nine  years.  ...  hav. 

Mr  Weichel.  Did  the  American  Shipbuilding  Co.  actually  have 
anybody  down  in  the  Delta  yard  that  knew  anything  about  ships, 
from  the  American  Shipbuilding  Co.  s personnel . 

Mr.  Gerhauser.  Yes,  sir.  We  sent  most  of  our  top  executives  right 
from  our  own  organization,  and  supplied  other  people  whom  we  knew 
were  qualified  to  do  the  work,  including  our  chief  engineer,  Mr.  Ackei- 
man,  who  sits  with  me  here,  and  he  was  vice  president  m charge  Of  the 
operation.  Mr.  Ackerman  has  been  with  the  company  for  29  years, 
as  Ion  o-  as  I have ; and  down  the  line  to  our  superintendents  and  princi- 
pal foremen.  Which  was  one  reason  that  we  could  not  do  quite  as 
much  for  the  Navy  on  the  Great  Lakes  as  we  would  have  liked  to  do. 

Mr.  WEfCHEL.  Did  you  say  you  actually  put  $750,000  into  this  com- 
pany to  furnish  the  stock? 

Mr  Weichel.  That  is  the  investment  of  the  American  Shipbuild- 
ing Cod  You  spoke  about  $750,000  put  in  by  The ^Louisiana  people. 

You  had  an  arrangement  with  them,  through  the  Maritime  Commis 
id  on,  for  paying  them  a percentage  of. the  fee  that  the  Delta  would  be 
paid.  Was  that  all  done  on  the  Maritime  Commission  s suggestion  ? 

Mr  Gerhauser.  With  their  approval.  It  was  worked  out,  and  thej 
were  fully  informed  as  to  the  negotiations,  and  after  we  reached  an 
agreement  with  the  shipyard  it.  was  specifically  approved  m our  con- 
tract with  the  Maritime  Commission. 

Mr.  Weichel.  I think  you  said  that  you  did  not  want  Sny  paitnei. 

Is  that  wfiat  you  claim  is  the  reason  you  had  their  money  m there  as 
a loan  and  then  gave  them  36  percent  of  the  fee . Is  that  the  reasoi  . 

* Mr.  Gerhauser.  We  did  not  want  a partnership  arrangement;  and 
the  onlv  way  that  Louisiana’s  money  could  have  been  put  into  Delta  s 
business  ioiild  have  been  to  make  a partnership  arrangement  where- 
by Louisiana  might  have  put  m $750, OCX)  worth  of  stock,  and  we  nug 
have  formed  a iy2-million-dollar  corporation.  But  we  would  have 
taken  them  into  partnership  with  us,  and  we  did  not  want  that  ar- 
rangement, and,  therefore,  it  was  a separate,  company  with  >Yo(),UUU 
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and  Delta  was  a separate  company  with  $750,000;  and  part  of  the 
agreement  with  Louisiana  and  part  of  the  consideration  for  paying 
them  these  fees  was  that  they  would  make  their  $750,000  available  to 
us.  Therefore,  the  only  way  it  could  be  handled  was  for  them  to  loan 
us  the  money  instead  of  becoming  stockholders  with  us. 

Mr.  Weiciiel.  You.  claim  that  the  American  Shipbuilding  Co.  put 
in  $750,000  to  purchase  stock,  with  the  Louisiana  Shipbuilding  Co., 
with  whom  you  had  an  arrangement,  approved  by  the  Maritime  Com- 
mission, for  a division  of  the  fee,  rather  than  having  a partnership, 
and  the  $750,000  is  claimed  to  have  been  put  in  as  a loan,  and  they  re- 
ceived a division  of  the  fee  for  whatever  rights  they  had  in  building 
the  facility  in  the  first  instance? 

Mr.  Geriiauser.  And  waiving  their  right  to  build  ships. 

Mr.  Weiciiel,  In  other  words,  was  this  an  understanding  with  the 
Maritime  Commission  that  the  Louisiana  Shipbuilding  Co.  build  the 
facility,  and  without  any  fee,  and  after  it  was  Duilt  the  reward  was  to 
be  a contract  to  build  ships  ? Is  that  what  those  people  had  ? I mean, 
the  Louisiana  Shipbuilding  Co. 

Mr.  Geriiauser.  No;  I do  not  think  that  is  correct.  Part  of  Loui- 
siana’s obligation  was  to  build  the  yard,  and  they  took  the  facilities 
contract  with  the  Maritime  Commission.  That  was  their  obligation, 
to  build  the  yard.  They  received  no  fee  from  the  Maritime  Commis- 
sion for  building  the  yard. 

Mr.  Weiciiel.  In  other  cases,  the  people  who  built  the  yard  got  a 
contract  to  build  ships.  These  people  waived  their  right  to  that? 

Mr.  Geriiauser.  Yes,  sir. 

Mr.  Weiciiel.  And  after  waiving  their  right  your  company  agreed 
to  divide  the  fee  with  them  ? 


Mr.  Geriiauser.  That  is  correct.  May  I just  add  one  thing?  Plus 
their  making  their  $750,000  capital  available  to  us  for  the  construction 
or  ships* 

Mr.  Weiciiel.  As  a loan  ? 

Mr.  Geriiauser.  Yes. 

Mi . W eiciiel.  In  looking  at  this  attachment  here  with  reference 
• to  what,  your  company  received  for  building  Liberty  ships,  and  in  go- 
mg  over  this  yesterday,  I find  that  some  of  the  companies  progressively 

SVnnn'  i'efT0-iCo  to  tho/',fce’  and.  they  wind  up,  one  of  them, 
with  $41,000  for  building  a Liberty  ship  after  renegotiation.  An- 

other  one  winds  up  with  $44,847  apiece  for  building  their  last  Liberty 
ships.  That  was  the  lowest  we  had.  Then  I see  here  that  you  built 

y1CarF  Slups  at$2.°’00o0  each-  I)(>  you  mean  you  only  got 
$20,000  each  after  renegotiation  ? ' 

Mr.  Geriiauser.  Yes,  sir;  the  last  68  Libertys. 

last  ones  built  by  some  other  companies  were 
$44,000  plus,  and  some  were  $41,000.  I was  just  wondering  if  that 
is  a correct  statement,  that  for  the  68  last  Liberty  ships  you  built 
the  fee  was  $20,000  apiece.  I was  wondering  if  that  wfs  /mistake, 
because  the  amount  is  low  as  compared  with  what  we  find  for  other 
companies. 

Mr.  Gerhauser.  That  is  correct. 

Mr.  Weiciiel.  Yours  is  lower  than  the  rest.  That  is  all. 

. w:nnett.  Would  you  state,  Mr,  Gerhauser,  what  type  of  con- 
ti  acts  Delta  had  with  the  Maritime  Commission  ? 
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Mr.  GerIiauser.  That  is  cost-plus,  what  I call  cost-plus-variable- 
fee.  It  was  the  standard  form  of  contract  which  provided  for  a base 
fee,  a maximum  fee,  and  a minimum  fee,  depending  on  performance, 
bonuses  for  low  man-hours  and  early  delivery,  and  penalties  101  high 
man-hours  [and  late  delivery.  , 

Mr.  Gennett.  Is  the  contract  you  have  named  different  from  the 
cost-plus-a-fixed-fee  contract  ? . _ 

Mr.  Gerhacser.  It  is  just  a difference  m terminology  or  interpre- 
tation. I suppose  you  would  call  it  a fixed  fee,  but  it  was  not  fixed ; 
it  was  subject  to  increases  and  decreases,  depending  on  performance. 

Mr.  Gennett.  None  of  these  contracts  were  converted  to  other  type 
contracts?  ; 

Mr.  Gerhattser.  No,  sir, 

Mr.  Gennett.  That  is  all.  Thank  you,  Mr.  Gerhauser. 

The  Chairman.  All  right.  Stand  aside. 

Call  the  next  witness.  . 

(Information  furnished  by  the  Delta  Shipbuilding  Co.,  m response 
to  the  committee’s  questionnaire,  was  received  for  the  record  and 
marked  “Exhibit  19.”)  ,r  , 

Mr.  Coles.  The  Walsh-Kaiser  Co.,  represented  by  Mr.  MacLeod. 

The  Chairman.  Mr.  MacLeod,  you  will  stand  and  be  sworn. 

Do  you  Solemnly  swear  that  the  evidence  you  will  give  will  be  the 
truth,  the  whole  truth,  and  nothing  but  the  truth,  so  help  you  God? 

Mr.  MacLeod.  I do. 


TESTIMOE 

AGEE 

Mr.  Col 


iJSTY  0E  CHARLES  H.  MacLEOD,  ADMINISTRATIVE  MAN- 
AND  ASSISTANT  SECRETARY,  WALSH-KAISER  CO. 


v^jss.  Would  you  please  state  your  full  name? 

Mr.  MacLeod.  Charles  H.  MacLeod. 

Mr.  Coles.  What  is  your  capacity  with  the  Walsh-Kaiser  Co.? 

Mr.  MaqLeod.  Administrative  manager ; also  assistant  secretary. 

Mr.  Coles.  Are  you  thoroughly  familiar  with  the  company  s busi- 
ness history  and  the  background  of  its  transactions  with  the  Maritime 
Commission? 

Mr.  MacLeod.  I believe  so. 

Mr.  Coles.  When  was  the  Walsh-Kaiser  Co.  formed,  Mr.  MacLeod , 
Mr.  MacLeod.  February  10,  1943. 

Mr.  Crops.  Who  were  the  original  stockholders  in  the  corporation, 
and  what  percentage  did  they  hold  ? . 

Mr.  MacLeod.  The  Walsh  Construction  Co.,  50  percent;  Kaiser 
interests,  40  percent,  and  Morrison-Knudson,  10  percent. 

Mr.  Coles.  Will  you  tell  us  the  background  of  the  formation  of  this 

company ; what  causes  brought  it  about  ? . * 

Mr.  MacLeod.  Yes.  The  Walsh  Construction  Co.  had  just  finished 
work  for  ifhe  Government  building  bases  and  had  personnel  available. 
Kaiser  had  contracts  with  the  Maritime  Commission.  W alsh  was  look- 
ing  for  wprk.  Kaiser  and  alsh  had  been  associated  before  on  tunnel 
work  and  'the  Grand  Coulee  Dam. 

Mr.  Coles.  What  did  Walsh  contribute  to  the  orgmzation  for  its 

50  percent  share?  ' , . , 

Mr.  MacLeod.  Fifty  percent  of  the  capital,  50  percent  of  the  loan, 

and  all  personnel.  . . . „ 

Mr.  Copes.  Did  it  contribute  its  construction  organization  ? 
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Mr.  MacLeod.  It  did. 

Mr.  Coles.  What  did  the  Kaiser  interests  contribute  for  their  40 
percent? 

Mr.  MacLeod.  Forty  percent  of  the  capital,  40  percent  of  the  loan, 
and  at  the  beginning  they  sent  over  certain  of  their  trained  employees 
to  assist  us. 

Mr.  Coles.  Did  I understand  you  to  say  that  they  had  contracts  with 
the  Maritime  Commission  ? 

Mr.  MacLeod.  They  had  built  ships  for  the  Maritime  Commission. 

Mr.  Coles.  Mr.  Kaiser  in  his  testimony  did  not  list  the  Walsh- 
Kaiser  Co.  as  one  of  the  four  from  which  he  received  profits,  but  Mr. 
Kaiser  received  40  percent  of  the  fees  from  the  Walsh-Kaiser  Co.  ? 

Mr.  MacLeod.  He  did. 

Mr.  Coles.  Do  you  know  any  reason  why  he  did  not  list  that  as  one 
of  his  companies  ? 

Mr.  Weicixel.  I think,  Mr.  Chairman,  that  that  would  be  up  to 
Mr.  Kaiser.  I don’t  think  the  witness  should  be  asked  to  express  an 
opinion  about  that. 


Mr.  Coles.  The  question  just  came  to  me.  Let  me  ask  one  further 
question.  • 

Did  the  Kaiser  interest  in  any  way  participate  in  the  management 
of  this  yard? 

Mr.  MacLeod.  No  further  than  just  to  assist  us  at  the  start. 

Mr.  Coles.  Of  what  did  that  assistance  consist? 

Mr.  MacLeod.  They  sent  over  individuals  from  various  depart- 
ments who  had  experience  in  the  building  of  ships. 

..Mr-  Coles.  And  they  were  entitled  to  40  percent  of  the  fees  of  the 
Walsh-Kaiser  Co.  ? 

Mr.  MacLeod.  They  were,  inasmuch  as  they  furnished  40  percent 
of  the  capital. 

Mr.  Coles.  What  was  the  total  capital  originally  contributed  ? 

Mr.  MacLeod.  $300,000. 

Mr.  Coles.  Mr.  MacLeod,  do  you  have  any  idea  of  what  the  cost  of 
the  shipyard  facilities  was  ? 

Mr.  MacLeod.  No ; not  entirely,  because  we  took  over  after  they  had 
been  started.  I know  what  it  cost  us. 

Mr  Coles.  These  were  the  facilities  originally  started  by  the  Rheem 
Manufacturing  Co.  ? 

Mr.  MacLeod.  Yes,  sir. 

The  CiiAiiuviAisr.  At  Providence,  R.  I.  ? 

Mr.  MacLeod.  Yes,  sir. 

Mr.  Coles.  These  are  the  facilities  for  which  the  Maritime  Com- 
mission reimbursed  Rheem  approximately  $16,000,000  before  vou 
moved  in  ? 

Mr.  MacLeod.  I do  not  know  to  what  extent  they  reimbused  them. 
„ Mt'.COTJiS.  The  committee’s  figures  show  it  was  over  $16,000,000. 
Was  that,  shipyard  usable  as  a shipyard,  or  did  you  have  to  put  in  a 
good  many  more  millions  of  dollars’  worth  of  construction  work  to 
make  it  work  ? 

Mr.  MacLeod.  We  had  to  put  in  nine-million-and-some-odd  dollars. 

Mr.  Coles.  Have  you  any  reason  to  doubt  the  figure  of  the  Mari- 
.^“jmssiqn  as  to  the  total  amount  of  investment  in  this  yard, 
^47,000.  which  would  include  your  share  plus  Rlieem’s  share? 

Mr.  MacLeod.  I have  no  reason  to  contest  it. 
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Mr.  CopES.  How  much  of  your  company’s  money  actually  went  into 
this  yard-i-the  physical  part  of  this  yard  ? 

Mr.  M4cLeod.  It  went  in  there  to  the  extent  that  we  purchased 
materials  jand  we  paid  for  the  labor. 

Mr.  Codes.  Were  you  reimbursed  for  the  materials  and  labor  by 
the  Commission  ? 

Mr.  MacLeod.  We  were. 

Mr.  Coles.  Is  there  any  Walsh -Kaiser  money  actually  invested  in 
the  physical  facilities  of  the  yard  on  a permanent  or  semipermanent 
basis?  j 

Mr.  MacLeod.  We  have  no  holdings  in  the  capital  assets. 

Mr.  Cojr.ES.  So  the  Maritime  Commission  put  up  over  $25,000,000 
in  the  yard,  and  the  Walsh-Kaiser  Co.  had  no  money  in  the  yard? 

Mr.  MacLeod.  Except  to  the  extent  that  they  paid  for  the  materials. 

Mr.  CopES.  For  which  they  were  reimbursed  ? 

Mr.  MacLeod.  Yes. 

The  Chairman.  We  cannot  hear  you  very  well. 

Mr.  MacLeod.  I am  sorry. 

Mr.  Coles.  Who  did  the  construction  work  for  the  Walsh-Kaiser 
Co.  which  took  up  this  $9,000,000?  • By  whom  was  that  done? 

Mr.  MacLeod.  By  employees  of  the  Walsh-Kaiser  Co. 

Mr.  Ccles.  Was  there  a contract  with  the  Maritime  Commission 
whereby  the  Walsh-Kaiser  Co.  would  complete  its  share  of  the  work 
in  the  yard  without  a profit? 

Mr.  MacLeod.  That  is  right. 

Mr.  Coles.  Did  the  Walsh  Construction  Co.  do  the  work  of  building 
this  yarck  or  did  the  Walsh-Kaiser  Co.  do  the  work? 

Mr.  MacLeod.  The  Walsh-Kaiser  Co. 

Mr.  Coles.  Did  they  subcontract  any  of  the  work  ? 

Mr.  MacLeod.  No  further  than  materials. 

Mr.  Coles.  Were  any  of  those  subcontracts  to  the  Walsh  Construc- 
tion Co.  ?! 

Mr.  MacLeod.  No. 

Mr.  CcjLES.  Were  any  of  them  to  any  affiliates  ? 

Mr.  MacLeod.  They  were  not. 

Mr.  Coles.  What  was  the  total  amount  of  contracts  which  that 
yard  had  ? 

Mr.  MacLeod.  You  mean  the  total  cost? 

Mr.  Coles.  Yes. 

Mr,  MacLeod.  $178,000,000. 

Mr.  Coles.  Was  your  yard  one  of  the  high-cost  producing  yards? 

Mr.  MacLeod.  I would  say,  over  all,  yes ; but  not  per  ship  as  com- 
pared with  other  yards  and  the  number  built. 

Mr.  Coles.  In  Mr.  Kaiser’s  statement  he  listed  one  ship  as  the 
highest-cost  Liberty  ship  in  the  program.  W as  that,  ship  in  the  Rheem 
Manufacturing  Co.’s  yard  and  built  before  you  took  over? 

Mr.  M|acLeod.  The  first  ship  was  built  before  we  took  over. 

Mr.  Coles.  And  that  was  the  highest-cost  ship? 

Mr.  MacLeod.  I would  not  know. 

Mr.  Coles.  The  standard  of  comparison  used  in  that  pamphlet  was 
the  highest-cost  ship;  is  that  correct? 

Mr.  MacLeod.  It  could  be ; I don’t  know. 
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Mr.  Coles.  I notice  that  your  contracts  were  both  cost  plus,  for 
.$10,000,000,  and  on  the  price-minus  basis  for  $160,000,000.  Of  those 
price-minus  contracts  do  you  have  any  estimate  as  to  how  many  of 
them  were  previously  cost  plus  and  were  converted  to  price  minus? 

Mr.  M4gLeod-  ^ar  as  we  were  concerned,  they  were  not  con- 
verted.  They  were  definitely  price  minus  as  we  signed  the  contract. 
We  had  no  reimbursables. 

The  Chairman.  What  is  a price-minus  contract? 

Mr.  Coles.  It  is  where  they  take  an  agreed  price  and  then  the  con- 
tractor and  the  Government  share  50-50  in  any  reduction  below  the 
agreed  price.  As  I understand,  however,  from  Mr.  Casey’s  testimony, 
if  they  exceed  the  agreed  price  the  contractor  is  nevertheless  reim- 
bursed, but  he  does  not  get  his  fee. 

Am  I correct  in  that,  Mr.  MacLeod  ? 

Mr.  MacLeod.  Correct. 

Mr.  Coles.  The  profits  made  by  your  company  were,  according  to 
this  list,  $3,050,000.  Is  that  correct? 

Mr.  MacLeod.  I would  not  say  “profits.”  That  is  fees. 

Mr.  Coles.  Was  Mr.  Kaiser  entitled  to  40  percent  of  the  net? 

Mr.  MacLeod.  Yes,  sir. 

Mr,  Coles.  Do  you  have  any  break-down  as  to  what  amount  of  the 
materials  furnished  were  furnished  by  the  Government? 

Mr.  MacLeod.  No ; I do  not.  I do  not  know  that  anyone  else  does 
at  this  time, 

Mr.  Coles.  Would  it  be  a substantial  percentage  of  the  total? 

Mr.  McLeod.  I would  say  it  would  be  a substantial  percentage. 

I hey  are  purchased  by  the  Maritime  Commission. 

Mr.  Coles.  And  given  to  your  yard  ? 

Mr.  MacLeod.  Yes. 

Mr.  Coles.  And  you  were  reimbursed  for  the  other  materials 
purchased  ? 

Mr.  MacLeod.  For  the  most  part. 

Mr.  Coles.  To  what  extent  were  you  not  reimbursed  ? 

Mr.  MacLeod.  For  questionable  items  wherein  our  judgment  did  not 
agree  with  that  of  the  Maritime  Commission,  and  the  cost  committee 
might  turn  it  down. 

Mr.  Coles.  Was  that  a substantial  amount  as  compared  with  the 
total ? 

Mr.  MacLeod.  No  ; not  as  compared  with  the  total. 

Mr.  Coles.  Were  all  labor  costs  paid  for  by  the  Government? 

Mr.  MacLeod.  No;  not  entirely. 

Mr.  Coles.  But  in  the  major  amount? 

Mr.  MacLeod.  In  the  major  amount  they  were. 

Mr.  Coles.  "Was  the  amount  not  reimbursed  a very  minor  per- 
centage ? 1 

Mr.  MacLeod.  I would  say  it  amounted  to  $50,000  or  more  of  the 
total. 

Mr.  Coles.  Were  the  executives  of  the  company  paid  salaries  for 
their  management  and  their  work  in  building  ships? 

Mr.  MacLeod.  Only  those  who  were  on  the  job  constantly. 

Mr.  Coles.  Did  the  general  manager  receive  $18,000  per  year  which 

was  reimbursed  by  the  Commission? 
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Mr.  MacLeod.  Yes.  ...  . . 

Mr.  CojLES.  So  that  those  on  the  job  building  ships  were  paid  their 
salaries? 

Mr.  MacLeod.  To  the  extent  that  the  Maritime  Commission 
permitted. 

Mr.  CojLES.  Up  to  $18,000  a year  ? 

Mr.  MacLeod.  Yes,  sir. 

Mr.  Coles.  How  long  did  it  take  you  normally  before  you  got 
reimbursed  for  the  money  you  laid  out  f 

Mr.  MacLeod.  At  first  it  took  quite  awhile;  about  2 months.  Near 
the  end  ii;  was  paid  fairly  quickly. 

Mr.  CqnES.  On  the  average,  what  would  you  say  ? 

Mr.  MacLeod.  I would  say  2 weeks. 

Mr.  Co|les.  So  you  financed  it  for  2 weeks  and  then  were  reimbursed 
by  the  Government  ? 

Mr.  MacLeod.  I would  say  that  is  right. 

Mr.  Coles.  I would  like  to  ask  you  a question  which  I have  asked 
' other  witnesses  before,  in  order  to  get  your  opinion.  I suppose  all 
material  and  labor,  and  interest  bn  borrowed  capital,  was  paid  by  the 
Maritime  Commission? 

Mr.  MacLeod.  Not  entirely.  The  interest  paid  was  $2,007.  Of 
course,  when  you  deduct  the  taxes  and  nonreimbursables  your  net 
would  be  decreased  at  least  50  percent.  That  amount  would  be  for 
the  furnishing  of  the  personnel  which  had  been  trained  for  a number 
of  years  and  who  are  carried  from  time  to  time  when  there  is  not  any 
work,  pips  the  expense  of  operating  your  home  office,  engineering  force, 
plus  the  risk  you  take.  In  this  case  there  was  a risk. 

Mr.  Coles."  Will  you  explain  that? 

Mr.  MacLeod.  Yes.  I understand  that  the  company  that  was  m 
that  yard  before  was  not  reimbursed  for  all  costs. 

Mr.  CbLES.  I think  the  committee  reports  show  that  they  received 
an  awful  lot  of  money. 

Mr.  MacLeod.  That  may  be;  but,  anyway,  the  banks  m this  par- 
ticular ckse  did  require  that  they  be  protected. 

Mr.  C'oles.  Are  you  aware  that  the  original  contract  for  the  con- 
struction of  this  yard  provided  for  $6,000,000  for  that  yard? 

Mr.  MacLeod.  Yes. 

Mr.  Coles.  And  it  subsequently  took  $25,000,000  before  it  could 
turn  out  ships? 

Mr.  MacLeod.  I have  no  reason  to  dispute  that. 

Mr.  Coles.  When  you  refer  to  fees  for  these  other  services,  vou 
mean  f ojr  supermanagemont  over  and  above  the  yard  management  ? 

Mr.  MacLeod.  Yes;  plus  the  furnishing  of  the  yard  management 
and  skilled  mechanics  who  could  do  the  work.  They  were  available. 

Mr  Coles.  What  they  got  was  their  fee,  and  that  applies,  I pre- 
sume,' to  all  the  yards.  That  fee  was  for  the  supermanagement  and 
for  making  available  their  trained  personnel? 

Mr.  MacLeod.  Possibly  so,  if  they  had  them  available. 

Mr.  Coles.  Do  I understand  that  all  of  your  fees  were  on  a maxi- 
mum or  minimum  basis?  In  other  words,  you  got  either  a maximum 
or  a mihimum  fee  under  the  contract?  . . 

Mr.  MacLeod.  Not  for  the  first  8%  ships.  We  picked  up  5 ships 
that  had  been  started,  and  we  probably  finished  8%  of  those,  or  7o 

Approved  ForjRelease  2003/10/10  : CIA-RDP64B00346R000400060002-4 


Approved  For  Release  2003/10/10  : CIA-RDP64B00346R000400060002-4 


SHIPYARD  PROFITS  279 

percent,  for  which  we  were  paid  $55,000  per  ship,  or  a price-minus 
contract. 

Mr.  Coles,  The  more  efficient  you  were  the  higher  the  amount ; and 
the  less  efficient,  the  lower  the  amount  ? 

' Mr.  MacLeod.  That  is  correct. 

Mr.  Coles.  In  all  cases  did  you  not  get  the  minimum  fees  ? 

Mr.  MacLeod.  That  is  right, 

Mr.  Coles.  Indicating  no  great  efficiency  ? 

Mr.  MacLeod.  No,  sir:  indicating  that  we  could  not  get  enough 
ships  of  one  type  to  build ; and  the  snips  we  were  given  did  not  have 
plans  available  when  we  started  to  build  them. 

Mr.  Coles.  Have  all  your  contracts  been  renegotiated  up  to  and 
including  1945  ? 

Mr.  MacLeod.  Yes ; the  first  part  of  1945.  We  still  have  a little 
renegotiation  going  on  for  the  final  contract. 

Mr.  Coles.  But  substantially  all  have  been  renegotiated? 

Mr.  MacLeod.  That  is  correct, 

Mr.  Coles.  I understand  that  on  the  two  contracts  available  for 
renegotiation  it  is  your  opinion  that  there  will  be  no  further  recovery ; 
is  that  correct  ? 

Mr.  MacLeod.  I understand  that  is  time. 

Mr.  Coles.  I have  no  further  questions.  Thank  you. 

The  Chairman.  Mr.  Weichel?  Mr.  Bradley  is  not  here  at  the 
moment. 

Mr.  Weichel.  In  the  first  instance  you  said  your  people  were  con- 
struction people  not  ship  people. 

Mr.  MacLeod.  I am  sorry.  I did  not  say  that,  but  it  happens  to 
be  true. 

Mr.  Weichel.  You  people  did  not  have  the  contacts,  and  Kaiser 
had  the  contacts.  From  the  testimony  given  here  in  the  last  few  days, 
he  seemed  to  have  all  the  contacts.  So  you  were  one  of  the  last  to 
get  the  benefit  of  Kaiser’s  contacts  ? 

Mr.  MacLeod.  No,  sir. 

Mr.  Weichel.  You  wore  not  the  last  ? 

Mr.  MacLeod.  We  figured  that  the  Walsh  Construction  Co.  could 
make  their  own  contacts. 

Mr.  Weichel.  You  mean,  on  building  ships? 

Mr.  MacLeod.  No ; not  building  ships. 

Mr.  Weichel.  I am  talking  about  building  ships. 

Mr.  MacLeod.  No;  not  building  ships.  Actually  there  were  not 
many  companies  building  ships  prior  to  the  war. 

Mr.  Weichel.  Your  contacts  were  all  right,  except  that  for  the 
building  of  ships  Kaiser  had  the  contacts  in  connection  with  that  ? 

Mr.  MacLeod.  Only  to  the  extent  that  he  had  been  building  ships. 

Mr.  Weichel.  He  had  contact  with  the  Maritime  Commission,  did 
he  not? 

Mr.  MacLeod.  I do  not  know  to  what  extent  he  had  contact. 

Mr.  Weichel.  Have  you  been  around  hero  for  the  last  5 days 
listening? 

Mr.  MacLeod.  No,  sir. 

Mr.  Weichel.  The  testimony  in  the  last  few  days  revealed  the  con- 
tacts, yard  after  yard  after  yard,  and  this  is  the  last  one,  evidently, 
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that  Kaiser  was  in.  I thought  maybe  you  knew  that  you  were  the 
last  people  to  get  the  benefit  of  his  contact. 

Mr.  MacLeod.  No,  sir ; I would  not  say  that. 

Mr.  Wjsiceiel.  You  said  that  Kaiser  got  40  percent  of  the  fee  in 
this  arrangement  with  the  Maritime  Commission,  in  answer  to 
counsel’s  Question. 

Mr.  MacLeod.  Because  he  was  interested  in  the  company  to  the  ex- 
tent of  40  percent. 

Mr.  Weiciiel.  How  much  was  invested?  How  much  was  the  stock 
sold  for  ? 

Mr.  MacLeod.  There  were  3,000  shares  originally  at  $100.  Subse- 
quently to  that  there  were  $3,000,000  borrowed  from  banks. 

Mr.  WificiiEL.  There  was  $300,000  invested  capital  ? 

Mr.  MAjCLeod.  Plus  $3,000,000  borrowed  from  banks. 

Mr.  WkiciiEL.  I am  talking  about  what  you  people  actually  put  in 
yourselves.  That  was  $300,000.  The  rest  of  it  was  bank  money. 
Somebody  else  risked  that. 

Mr.  MacLeod.  The  companies  had  to  risk  it  in  this  particular  case, 
because  experience  prior  to  that  had  not  been  any  too  good. 

Mr.  Weichel.  The  stockholders  put  in  $300,000  and  the  banks  loaned 
the  rest.  That  was  not  a stockholders’  risk  when  the  banks  loaned  it. 

Mr.  MacLeod.  It  is,  very  definitely. 

Mr.  Weichel.  Hid  the  stockholders  guarantee  all  those  loans  per- 
sonally? . 

Mr.  MacLeod.  Yes,  sir. 

Mr.  Whchel.  AH  right. 

Mr.  MacLeod.  Most  business  is  conducted  on  a credit  basis,  or  we 
would  not  build  much. 

Mr.  Weichee.  There  was  $300,000  put  in,  and  then  all  the  loans  from 
the  banks  were  endorsed  and  signed  by  stockholders  personally? 

Mr.  MacLeod.  There  was  an  agreement  that  they  would  reimburse 
in  case  of  loss. 

Mr.  Weichel.  Was  it  signed  on  the  back  of  the  notes? 

Mr.  MacLeod.  It  was  by  an  agreement  which  was  signed. 

Mr.  Weiciiel.  It  was  not  by  endorsement  on  the  notes  ? 

Mr.  MacLeod.  That  I would  not  know. 

Mr.  Weichel.  What  position  do  you  hold  with  the  company? 

Mr.  MacLeod.  I am  the  administrative  manager  and  assistant  secre- 
tary. 

Mr.  Weiciiel.  Would  not  the  secretary  know  something  about  the 
transaction  ? 

Mr.  MacLeod.  Yes.  I do  know  that  there  was  an  agreement  written 
and  signed. 

Mr.  WjEiciiEL.  But  there  was  no  endorsement  or  guaranty  on  the 
individual  loans.  It  was  a side  agreement  of  some  kind  ? 

Mr.  MacLeod.  That  I would  not  know. 

Mr.  WpiciiEL.  You  would  not  know  about  the  notes  ? 

Mr.  MacLeod.  No,  sir. 

Mr.  WjEiCHEL.  When  the  company  made  loans  did  not  the  secretary 
have  to  sign  along  with  the  president? 

Mr.  MacLeod.  The  treasurer  did. 

Mr.  Weichel.  The  secretary  was  not  authorized  to  sign  ? 

Mr.  MacLeod.  He  could  have,  but  he  did  not. 

Mr.  WjEiCHEL.  He  was  not  authorized  ? 
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When  were  the  Libertys  built— at  the  end  of  the 


Mr.  MacLeod,  Yes,  he  was. 

Mr.  Weiciiel.  With  reference  to  the  kind  of  ships  that  were  built, 
■were  there  Liberty  ships  built  there? 

Mr.  MacLeod.  Yes,  sir.  There  were  11  built  in  that  yard  of  which 
we  built  8y2. 

Mr.  Weiciiel.  How  many  ships  were  built  in  that  yard  all  together  ? 
Mr.  MacLeod.  Sixty-four. 

. Mr.  Weiciiel.  How  many  of  them  were  Libertys — only  8? 

Mr.  MacLeod.  No  ; 11  of  the  64. 

Mr.  Weiciiel.  What  kind  were  the  rest? 

Mr.  MacLeod.  There  were  21  so-called  corvettes  and  32  combat 
cargoes. 

Mr.  Weiciiel. 
operation  ? 

Mr.  MacLeod.  No,  sir.  The  first  six  were  Liberties.  The  next 
contract  was  for  21  corvettes,  but  we  had  difficulty  in  obtaining  ma- 
terial, particularly  engines ; and  to  keep  the  personnel  working  so  that 
we  would  not  lose  them  we  were  given  another  contract  for  five 
Liberties  to  fill  in. 

Mr,  Weichel.  What  fee  did  you  get  for  the  last  five  Liberties  that 
you  built  there  ? 

Mr.  MacLeod.  Thirty  thousand  dollars. 

Mr.  Weiciiel.  Was  that  after  renegotiation? 

Mr.  MacLeod.  Before  and  after. 

J^aaaaEL‘  V6  bfve  %ures  now  °f  $20,000  after  renegotiation: 
this  is  $30  000  and  wo  have  figures  of  $40,000,  $41,000,  and  $45,000  as 
fees  paid  lor  the  ships  built  by  various  companies.  The  Kaiser  com- 
panies were  all  higher  than  $30,000. 

You  said  something  about  plans  not  being  available  when  you  went 
to  work  to  build  ships.  You  did  not  mean  to  say  that  the  Maritime 
Commission  did  not  have  the  plans  ready  ? 

Mr.  MacLeod.  I think  that  might  be  Government  business,  but 
actually  we  did  start  building  ships  before  plans  had  been  completed. 

We  experimented  as  we  built  the  ships.  L 

Mr.  Weiciiel.  The  Maritime  Commission  in  their  statements  here 
before  have  said  that  they  had  the  plans  and  the  plans  were  given  to 
the  ship  contractors  to  build  ships.  , g LO 

Mr.  MacLeod.  These  were  new- type  ships. 

You  were  building  them  before  the  plans  were  laid 


Mr,  Weiciiel, 
out  ? 

Mr.  MacLeod. 

Mr.  Weiciiel. 

Mr.  MacLeod. 

Mr.  Weiciiel. 

when  you  started  in. 

Mr.  MacLeod.  That  is  right. 

Mr  Weiciiel  And  then  later  he  did  not  have  any. 
sonnel  paid  by  the  company  and  reimbursed? 

Mr.  MacLeod.  Yes ; they  were  reimbursed, 
i.  VEiciiEL.  So,  in  this  instance  Kaiser  had  some  people  in  the 
beginning  and  they  were  paid  out  of  Walsh-Kaiser  funds  1ml  rein 

lervW  W°  "T  r6all7  paid  b?  tlie  Government  for  whatever 

service  was^performed  over  there  except  the  contact. 

Mr.  MacLeod.  No  mote  than  any  other  personnel  would  be  paid. 
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Mr.  Weichel.  What  I mean  is  this , , , ■. 

Mr.  MacLeod.  These  individuals  were  workingmen  who  had  had 
experience  in  the  various  departments,  engineers,  and  so  forth. 

Mr.  Weiohel.  Those  were  people  that  Mr.  Kaiser  furnished  to  the 
Walsh -Kaiser  Co.,  and  they  were  paid  by  the  Walsh-Kaiser  Co.,  and 
then  the  Walsh-Kaiser  Co.  was  reimbursed  by  the  Maritime  Commis- 
sion? ' 

Mr.  MacLeod.  That  is  right. 

Mr.  WeiC  * 

40  percent  ? 

Mr.  Mac" 


JL.UL.CDl/  ID  ^ „ - . 

aiEL.  And  that  is  the  service  that  Mr.  Kaiser  put  in  for  this 


jEqd.  Again  I would  say  no,  sir. 

Mr.  Weiciiel.  Outside  of  his  contact?  , 

Mr.  MacLeod.  I don’t  know  anything  about  his  contact.  As  1 
stated  before,  the  Walsh  Construction  Co.  could  do  all  right  with  their 
own  contacts. 

Mr.  Weichel.  Outside  of  ships  ? 

Mr.  MacLeod.  I do  not  see  any  relationship  there. 

Mr.  Weichel.  Was  not  this  a ship  proposition?  That  is  why  he 

was  in  on  it.  , . . , , ^ 

Mr.  MacLeod.  No,  sir.  He  had  been  with  the  Walsh  Construction 
Co.  Associated  Contractors  had  the  same  stockholders  as  the  Walsh- 
Kaiser  Co.  since  1938,  at  which  time  it  had  contracts  for  building  tun- 
nels. Actually  Associated  Contractors  controlled  the  stock  of  the 
Walsh-Kaiser  Co.,  Inc. 

Mr.  Weiohel.  Kaiser  was  with  the  Walsh-Kaiser  Co.  since  1938  m 
other  build  ing  ? 

Mr.  MacLeod.  Yes;  in  the  building  of  tunnels. 

Mr.  Wei|chel.  He  always  had  40  percent  ? 

Mr.  MacLeod.  That  is  correct. 

Mr.  Weiciiel.  So  that  the  40  percent  he  got  out  of  this  transaction 
was  the  same  as  he  got  out  of  transactions  in  1938  with  reference  to 
tunnels  and  everything  else? 

Mr.  MacLeod.  That  is  correct.  . 

Mr.  Weichel.  And  the  people  he  sent  over  there  were  just  paid  like 
anybody  else  and  you  were  reimbursed  ? 

Mr.  MacLeod.  That  is  correct. 

Mr.  WPichel.  So  in  this  instance  he  did  not  arrange  the  matter 
with  you  as  has  been  shown  in  other  cases;  he  got  a contract  and 
started  a separate  yard.  That  was  not  true  in  this  instance? 

Mr.  MacLeod.  No. 

Mr.  Weiciiel.  He  was  in  it  in  1938  for  other  business? 

Mr.  MacLeod.  Yes,  sir. 

Mr.  WeIohel.  That  is  all. 

The  Chairman . Mr.  Herter.  . _ 

Mr.  TTerter.  I have  before  me  a compilation  by  the  Maritime  Com- 
mission showing  the  various  contracts  you  had,  the  amount  of  those 
contracts, [and  the  amounts  which  have  been  paid  on  each  contract. 
They  are  yery  different  from  figures  we  have  had  for  other  companies, 
in  that  fojr  your  three  major  contracts  apparently  the  vouchers  paid 
out  on  those  contracts  far  exceeded  the  amount  of  the  contracts  them- 
selves. I:  am  wondering  if  you  would  explain  that.  For  instance, 
the  contract  received  in  March  1943  for  21  corvettes.  The  contract 
price  was  $22,287,000.  The  vouchers  paid  on  those  contracts  were 
$38,000,0010.  Can  you  explain  what  happened,  whether  there  was  a 
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change  in  the  contract  or  whether  you  were  allowed  by  the  Maritime 
Commission  to  spend  that  additional  money  over  and  above  the  con- 
tract price? 

We.  were  aIlowed  to  spend  that  additional  money 
I he  Maritime.  Commission  approved  it.  In  other  words,  their  experi- 

en°®  inTT  6 bllll(ilng  of  corvettes  proved  that  the  estimate  was  too  low 
Mr.  Herter.  How  were  the  profits  or  fees  fixed  on  that  type  of  con- 
tract where  the  costs  run  50  percent  above  the  contract  price? 

Mr.  MacLeod.  There  was  provision  made  in  the  contract  for  the 
payment  of  all  costs  plus  the  fee.  It  is  what  we  call  price-minus. 

Mr.  Herter.  Then  on  the  next  contract  on  the  S-4’s  that  you  built, 

000  StraCt  price  Was  $^000>0000  and  you  actually  received  $109,- 

Mr.  MaoLeod.  I would  not  say  that  the  contract  price  was  $77,000,- 
000.  I would  say  that  was  the  estimated  figure  of  what  it  might  cost. 

The  contract  provided  for  the  payment  of  all  costs,  and  it  was  a new 
ship  and  there  was  no  way  of  knowing  what  it  might  cost,  because  we 
did  not  know  how  we  were  going  to  got  materials  or  how  the  engines 
would  work  out  It  was  an  assemblecfship,  and  we  had  to  experiment. 

Mr.  Herter.  I can  understand  that.  Then  in  your  last  contract 
for  five  Liberty  ships  the  contract  price — and  you  must  have  had  pretty 
7 th.attirae-was  $5,724,000,  and  the  vouchers  paid  wore 
five  Liberty  ship^  ^1166  bimes  so-called  contract  price  on  these 

Mr.  MacLeod.  Again  I would  say  that  there  was  no  contract  price. 

It  was  cost-plus ; and,  again,  if  the  cost  was  greater  than  that  which 
was  estimated,  it  was  due  to  the  fact  that  we  could  not  get  materials 
at  the  time  or  some  other  reason.  However,  I do  know  this,  that  the 
cost  of  those  five  Liberties  was  no  greater  than  the  cost  of  any  first 
five  Liberties  m any  yard.  J 

Mr.  Herter  I am  talking  about  the  last  five  Liberties.  The  first 
five  cost  you  $10, -000, 000  and  the  last  cost  you  $13,500,000.  I imagine 
you  completed  Sy2  of  the  first  5 ? ’ 6 “ 

Mr.  MacLeod.  Yes. 

Mr.  Herter.  On  those  you  were  paid  only  $10,000,000.  On  the  last 
five  you  were  paid  $13,500,000.  ’ ’ L 

Mr.  MacLeod.  Yes;  but  on  the  first  Liberty  there  was  material  on 

material  ^ 16  yar^‘  kor  last  we  would  have  to  purchase  more 

Mr.  Herter.  There  is  something  very  queer  in  the  figures  because 
apparently  the  contract  price  on  the  first  five  was  $18,000,000  and  the 

lhZ«  iwWH  at  V’U  ?,ent  only  $10>°00?000.  On  the  second  five  it 

Ill  OOO  OOn  p,.'lceJas  around  $5,000,000  and  you  spent 

v aV'st0!  ^ d”nk  there  is  a discrepancy  there  somewhere. 

Mr  MacLeod.  I do  not  think  there  is  a discrepancy.  I think  the 
conditions  were  different.  J 

Herter.  What  conditions  were  different? 
thing,  perhapsD‘  ^ am°Unt  of  material  available  on  the  yard,  for  one 

ijmfSSSJSZ  %lt  SX  Asr  a“ounting 

wereVw'toZ'mfsihSsfi8foT,  “ y0U  ,r6  ^uotinS  to  which 

Mr.  Herter.  The  Walsh-Kaiser  payments. 
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Mr.  Wkichel.  You  did  not  charge  your  material  in  the  yard  in  case 
you  djd  not  buy  it.  Does  that  account  for  some  of  the  difference  ? 

Mr.  MacLeod.  So  far  as  the  books  of  the  Maritime  Commission  are 
concerned,  it  is  charged  against  the  ships  and  the  yard.  So  far  as  our 
own  books  are  concerned,  they  would  not  reflect  that. 

■ Mr.  Herter.  Presumably  in  working  out  a cost-plus  contract  the 
costs  as  compiled  by  the  Maritime  Commission  or  by  your  company 
must  haVe  included  the  cost  of  materials,  whether  they  were  on  hand 
or  whether  they  were  to  be  bought  later. 

Mr.  MacLeod.  It  would  make  a difference  as  to  whether  we  pur- 
chased them  or  whether  the  Maritime  Commission  purchased  them, 
as  far  as  :our  own  record  is  concerned.  The  over-all  picture  would  be 
reflected  in  the  books  of  the  Maritime  Commission,  but  would  not  be 
reflected  ion  our  own  books. 

Mr.  Herter.  Do  you  have  figures  showing  what  it  actually  cost  to 
build  Liberty  ships  in  that  yard  as  compared  with  other  ships? 

Mr.  mJacLeod.  I think  I might  have  that  with  me.  I find  these 
figures  as  you  quote  them  to  be  correct  in  my  own  records  here.  The 
only  answer  I can  give  to  you  is  that  the  cost  in  one  instance  in- 
cludes tlje  building  of  five  and  in  the  other  building  of  three  and 
one-half.i  , _ 

Mr.  Herter.  You  mean  the  $10,000,000  was  for  the  three  and  one- 

half  ships  ? 

Mr.  MacLeod.  Yes. 

Mr.  Herter.  And  the  $13,000,000  was  for  building  five? 

Mr.  MacLeod.  That  is  right. 

Mr.  Herter.  So  it  ran,  roughly,  $2,500,000  per  ship  ? 

Mr.  MacLeod.  Yes;  roughly. 

Mr.  Harter.  How  does  that  compare  with  building  ships  at  other 
yards  ? i 

Mr.  I^acLeod.  For  the  first  10,  having  glanced  at  the  charts,  I 
would  say  it  is  comparable. 

Mr.  Herter.  You  feel  that  if  you  had  been  given  orders  for  more 
ships  you  would  have  been  able  to  bring  your  price  down? 

Mr.*  MacLeod.  Definitely ; and  I think  in  comparison  with  any 
other  building  we  have  done  we  can  be  compared  with  any  other  yard. 
We  reduced  the  cost  by  67  percent  on  cargo  ships,  for  32  ships.  We 
built  on<j>  of  the  combat  cargo  ships  in  less  time  than  any  other  yard 
in  the  country.  Figures  do  not  amount  to  much,  because  each  yard 
has  a certain  kind  of  record.  But  we  are  proud  of  ours. 

Mr.  Herter.  When  you  first  came  into  that  yard  you  found  a pretty 
difficultTituation,  did  you  not  ? 

Mr.  MacLeod.  Yes. 

Mr.  Herter.  Did  not  the  first  ship  that  was  turned  out  by  that 
yard  cost  the  Government,  roughly,  $15,000,000  ? 

Mr.  MacLeod.  I would  not  know  that.  I have  no  way  of  knowing 
what  the  costs  were  prior  to  that  or  how  the  yard  was  being  amortized 
or  how  overhead  was  added  to  the  cost  of  ships. 

Mr.  Herter.  That  was  essentially  a Maritime  Commission  trans- 
action with  the  Rheem  Co.  ? 

Mr.  MacLeod.  That  is  right. 

Mr.  Herter.  That  is  all. 
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Mr.  Bradley.  Getting  back  to  these  figures,  Mr.  MacLeod,  that 
were  supplied  to  each  member  of  the  committee  by  the  Maritime 
Commission,  I notice  that  on  the  first  contract  that  Rheem  had, 

MCC— 2530,  the  contract  price  was  $32,000,000,  and  one  ship  was 
built  under  that.  The  next  contract  was  MCC-16368,  for  five,  in  the 
amount  of  $18,000,000.  Then  I see  a notation  here  that  the  remain- 
ing 26  vessels  were  canceled.  So  I take  it  that  those  original  two 
contracts  in  the  amount  of  $50,000,000  probably  covered  32  ships. 

Mr.  MacLeod.  It  could  be. 

Mr.  Bradley.  I think  that  is  where  the  discrepancy  comes  in  that 
Mr.  Herter  referred  to.  It  shows  the  vouchers  paid  to  date  on  the 
first  ship  which  was  apparently  built  by  Rheem. 

Mr.  MacLeod.  It  was. 

Mr.  Bradley.  The  voucher  paid  was  $15,556,000-  which  is  .prob- 
ably the  reason  that  Admiral  Land  and  Admiral  Vickery  went  into 
a huddle  and  decided  they  had  better  get  rid  of  Rheem,  and  the 
sooner  the  better,  before  that  company  broke  the;  United . States 
Treasury.  • , . • 

Mr.  MacLeod.  I do  not  know  about  that.  .... ; .... . 

Mr.  Bradley.  Then  it  shows  here  the  vouchers  paid  for  the  five 
under  the  second  contract  amounted  to  $10,000,000.  That  is  more 
nearly  in  line  with  prices  all  over  the  country.  Apparently  that 
first  one  was  the  one  that  they  got  into  a jam  with  Rheem  about 
and  had  to  get  rid  of  him  and  find  a new  manager  for  the  vard 
Mr.  MacLeod.  It  could  be.  ...  ... 

Mr.  Bradley.  I think  that  is  where  the  trouble  comes  in  here. 

But  I cannot  reconcile  the  figures  that  Mr.  Herter  referred  to  on  the 
S-4’s.  The  contract  price  on  a price-minus  basis  was  .$77,961,786, 
for  which  they  paid  $109,223,446.  Yet  you  say  you  reduced  the  cost 
tremendously  on  that.  I have  been  trying  to  find  some  more  SM’s 
m here  that  show  a price-minus  contract.  That  figure  looks  kind 
of  suspicious  to  me,  that  it  should  have  gone  up  so  high. 

Mr.  MacLeod.  There  are  289  compartments  on  a combat  cargo  ship 
against  probably,  at  the  most,  80  on  the  Liberty  ship.  There  is  at 
least  314  times  as  much  wiring  on  a combat  cargo  ship. 

Mr.  Bradley.  Who  else  built  those  S-4’s? 

Mr.  MacLeod.  There  were  nine  different  companies. 

Mr.  Bradley.  Can  you  tell  me  offhand? 

Mr.  MacLeod.  I think  perhaps  Mr.  Slattery  could. 
here1"'  BeADLEY‘  bave  &ot  %ures  fl’om  every  yard  in  the  country 

(Informal  discussion  off  the  record.) 

Mr.  MacLeod.  Would  it  not  answer  the  question  if  Mr.  Slattery 
were  to  say  that  our  costs  are  comparable  with  any  of  the  nine  yards? 

Mr.  Bradley.  He  has  not  been  sworn;  so  I cannot  ask  him  on  the 
record. 

I think  I have  found  the  information  now.  There  were  32  S-4’s 
^ , o Walsh-Kaiser  under  contract  MCC-15961,  dated  May  15, 

1943.  According  to  the  Maritime  Commission  figures  your  contract 
price  was  $77,961,786.  The  vouchers  were  $109,233  446" 

-1K^°tl,1nrnCOntrilct  dated  May  25>  IMS,  MCC-15951— yours  was 
15961—10  days  after  yours,  with  the  Consolidated  Steel  Corp.  Their 

93486—46 19 
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price  was  $84,929,062  for  32  ships.  The  vouchers  paid  were 
i62,  and  yours  was  $109,000,000.  So  I do  not  see  how  you 
lldu  quietly  say — and  I know  you  would  not  want  to  say-  that 
tlWjv  are  in  error  when  the  figures  show  they  were  about  $29,000,000 
cheaper  than  you  were  on  the  same  kind  of  ships,  and  the  contracts 

were  10  days  apart.  . , , 

Mr.  MacLeod.  I am  not  trying  to  alibi ; but  a great  deal  depends 
on  the  probation  of  your  overhead  and  what  else  was  going  on  in  the 
yard. 

‘ Mr.  Bj radley.  I appreciate  that.  But  I talking  about  vouchers 
paid.  That  is  the  “pay-off.”  The  fact  remains  that  I therefore  chal- 
lenge your  statement  that  you  reduced  the  cost  more  than  the  othei 
fellows,  because  I understood  you  to  say — maybe  I am  wrong 
Mr.  MacLeod.  No  ; I said  we  had  reduced  other  costs. 

Mr.  Bradley.  Oh.  I beg  your  pardon.  I stand  corrected. 

Mr".  MacLeod.  I believe  if  you  would  average  all  nine  you  would 
find  that  we  did  better  than  the  average. 

Mr.  ^radley.  I take  it  they  were  all  building  the  same  type, 

^Herefs  another  comparison  that  Mr.  Herter  just  points  out  to  me. 
Under  date  of  March  9,  1943,  contract  13911,  you  built  21  S-2  s at  a 
contract  price  shown  here  of  $22,287,399.  Vouchers  paid  to  date 

$38,131,496.  . -r.  "u  B ioxo 

The  Globe  Shipbuilding  Co.,  under  contract  of  December  8,  1942 

for  8/S-S’s.  The  contract  price  was  $9,858;705,  and  the  vouchers  paid 
were  $7,000,000 ; in  other  words,  less  than  a million  dollars  apiece;  and 
yours  were  nearly  $2,000,000  apiece.  So  the  costs  over  there  were 

still  pretty  high  in  that  year.  . _r  , , . 

Mr.  MacLeod.  That  is  correct;  they  were  high.  We  at  one  time 
had  our  yard  filled  with  hulls  and  no  engines.  We  had  difficulty  in 
obtaining  materials.  After  we  had  received  the  engines  and  other 
parts  we  had  difficulty  in  assembling  them.  That  is  true.  We  had 
tremendous  trouble. 

Mr.  Bradley.  On  this  exhibit  1 of  the  committee,  submitted  to  us 
by  the  Maritime  Commission,  it  is  shown  that  your  estimated  profits 
were  $3,050,795.  Is  that  the  correct  figure  after  renegotiation,  so  tar 
as  you  know,  or  is  it  approximately  correct  ? 

Mr.  MacLeod.  No,  sir.  You  again  mention  the  word  profats. 
The  fees  should  total  $3,050,000.  ' 

Mr.  Bradley.  That  is  correct  as  far  as  the  fees  are  concerned ! 

Mr.  MacLeod.  That  is  correct,  as  far  as  I know. 

Mr.  Bradley.  Have  you  been  renegotiated  ? 

iIacLeod.  We  have.  I do  not  know  whether  the  last  contract 
leted  or  not,  but  I think  it  has  been. 

5 radley.  Is  that,  substantially  correct  after  renegotiation . 
TacLeod.  Yes,  sir. 

Ierter.  In  the  fixing  of  those  fees  I am  not  very  clear  as  to  what 
bonuses  were  paid  for  performance,  from  the  point  of  view  of  speed 
of  delivery,  and  so  on,  or  whether  those  fees  were  regardless  ot  the 

speed  Of  performance.  . , , 

Mr.  MacLeod.  No.  If  you  could  reduce  the  number  of  clays  you 
would  be  entitled  to  a bonus.  We  were  not  able  to  take  advantage  of 
that,  !We  had  all  sorts  of  difficulties.  We  are  not  alibiing.  We 


simply 
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Mr.  Herter.  Regardless  of  the  fact  that  your  ships  did  cost  more, 
whatever  your  difficulties  were,  you  still  got  tlffi  minimum  fee  through- 
out? 

Mr.  MacLeod.  Yes,  sir.  Of  course  in  renegotiation  we  could  prob- 
ably explain  why.  • • 

Mr.  Herter.  After  renegotiation  they  ran  around  $50,000  per  ship 
for  the  total  number  of  ships.  You  built  approximately  64  and  got 
something  like  $3,000,000  for  those  ? 

Mr.  MacLeod.  That  is  correct. 

Mr.  Bradley.  That  yard  has  always  been  a poor  investment.  I con- 
gratulate you  for  being  able  to  get  any  ship  out  of  there,  from  what 
our  investigation  has  shown.  I think  you  deserve  credit  for  getting 
anything  out  of  the  yard. 

Mr.  MacLeod.  Thank  you.  We  are  pretty  proud  of  our  work. 

Mr.  Bradley.  You  did  a good  job,  considering  the  conditions  under 
which  you  had  to  work,  according  to  testimony  that  we  have  had.  before 
this  committee.  The  yard  should  never  have  been  started  in  the  first, 
place.  It  was  poorly  located. 

(Information  furnished  by  the  Walsh-Kaiser  Co.,  Inc.,  in  response 
to  the  committee’s  questionnaire,  was  received  for  the  record  and 
marked  “Exhibit  20.  ) 

The  Chairman.  The  next  witness. 

Mr.  Coles.  The  North  Carolina  Shipbuilding  Co. 

The  Chairman.  Hold  up  your  hand,  please.  You  solemnly  swear 
that  the  testimony  you  shall  give  at  these  hearings  or  any  subsequent 
hearings  shall  be  the  truth,  the  whole  truth,  and  nothing  but  the  truth,, 
so  help  you  God  ? 

Mr.  Lanier.  I do. 

TESTIMONY  0E  THOMAS  E.  LANIER,  ASSISTANT  COMPTROLLER, 

NORTH  CAROLINA  SHIPBUILDING  CO. 

Mr.  Gennett.  Would  you  give  your  full  name  for  the  record,  please, 

Mr.  Lanier.  Thomas  L.  Lanier. 

Mr.  Gennett.  What  position  do  you  hold  with  the  North  Carolina; 
Shipbuilding  Co.,  Mr.  Lanier? 

Mr.  Lanier.  I am  assistant  comptroller. 

Mr.  Gennett.  Do  you  have  a prepared  statement  which  you  would! 
like  to  offer  to  the  committee? 

Mr.  Lanier.  I have  not. 

Mr.  Gennett.  When  was  the  North  Carolina  Shipbuilding  Co, 
formed,  Mr.  Lanier  ? 

Mr.  Lanier.  In  January  1941. 

Mr.  Gennett.  And  who  was  instrumental  in  the  formation  of  that 
company? 

Mr.  Lanier.  It  was  organized  by  the  Newport  News  Shipbuilding 
& Drydock  Co. 

Mr.  Gennett.  Does  Newport  News  own  all  of  the  stock  in  North 
Carolina  ? 

Mr.  Lanier.  Except  seven  shares  that  were  sold  to  individuals  to 
qualify  them  as  directors. 

Mr.  Gennett.  When  was  the  first  contract  with  the  Maritime  Com- 
mission made? 

Mr.  Lanier.  The  first  contract  was  a facility  contract. 
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And  what  was  the  total  cost  of  that  facilities  con- 


Mr.  Bennett. 
tract  ? j 

Mr.  Lanier.  The  entire  cost  of  the  facilities  was  $20,098,986. 

Mr.  Bennett.  Was  that  contract  performed  by  the  North  Carolina 
Shipbuilding  Co,? 

Mr.  Lanier.  I should  explain  that  there  were  a total  of  three  facili- 
ties contracts.  The  $20,000,000  figure  mentioned  was  the  aggregate 
of  all  contracts.  The  contracts  were  performed  partly  by  the  North 
Carolina  Shipbuilding  Co.,  and  a part  of  the  work  was  subcontracted 
under  competitive  bidding. 

Mr.  Bennett.  Did  the  subcontractors'  receive  fees  or  compensa- 
tion for|  their  part  in  the  construction  of  the  yard? 

Mr.  I|Anier.  They  were  awarded  contracts  on  competitive-bid  basis 
for  certain  construction  work. 

Mr.  Gennett.  Were  any  of  the  subcontractors  related  by  corporate 
stock  ownership  or  otherwise  to  the  North  Carolina  Shipbuilding  Co.  ? 

Mr.  Lanier,  They  were  not,  in  any  way. 

Mr.  Bennett.  What  was  the  original  paid-in  capital  of  the  com- 
pany at  the  time  it  entered  into  its  contracts  with  the  Maritime 
Commission? 

Mr.  Lanier.  Well,  during  the  Newport  News  Co.  put  in  a total  of 

$6,000,000, 

Mr.  CjrENNETT.  Was  this  $3,000,000  paid  in  for  stock? 

Mr,  Lanier.  As  consideration,  the  Newport  News  Co.  received  30,000 
shares  of  $10  par  stock.  Three  hundred  thousand  dollars  was  credited 
to  capital  stock  account,,  and  $2,700,000  to  paid-in  surplus. 

Mr.  Bennett.  At  the  present  time,  Mr.  Lanier,  what  is  the  capital 
of  the  cpmpany  ? 

Mr.  Lanier.  The  paid-in  capital  remains  the  same  as  the  original. 

Mr,  Bennett.  Has  earned  surplus  or  paid-in  surplus  been  changed 
since  tlye  organization  of  the  company? 

Mr.  Lanier.  There  has  been  ho  change  in  that. 

Mr.  Bennett.  No  change? 

Mr.  Lanier.  The  earned  surplus  has  .increased  by  the  amount  of 
earnings,  less  dividends,  of  course. 

Mr.  Bennett.  Was  any  money  borrowed  from  banks  to  finance 
the  operations  on  the  original  contracts  of  the  company  or  on  later 
contracts? 

Mr.  Lanier.  None  at  all. 

Mr.  Bennett.  Was  any  of  the  company’s  money  put  into  the  physi- 
cal yard  ? 

Mr.  Lanier.  No,  the  company’s  money  was  used  solely  as  working 
capital.  We  paid  the  bills  and  were  reimbursed. 

Mr.  (prENNETT.  The  total  capital  of  the  corporation  has  increased 
since  1911  from  earnings  has  it  not  ? 

Mr.  Lanier.  That  is  correct. 

Mr.  Bennett.  Have  you  an  idea  as  to  how  the  record  of  your 
company  compares  so  far  as  the  cost  of  ships  is  concerned  with  the 
Kaiser  Shipbuilding  activities? 

Mr,  Lanier.  Well,  according  to  information  which  the  Maritime 
Commission  furnished  to  the  subcommittee  of  the  Committee  on  Ap- 
propriations at  the  Seventy-ninth  Congress,  second  session,  we  were 
$112,69jl  below  the  next  best  yard. 
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Mr.  Gennett.  That  is  per  ship? 

Mr.  Lanier.  Per  ship ; yes.  . , . _ . , 

Mr.  Gennett.  How  does  this  figure  compare  with  the  Kaiser  yards, 


1 Mr.  Lanier.  This  comparison  is  on  Liberty  ships,  the  total  Liberty 
ships  constructed  by  North  Carolina  and  the  total  Liberty  ships  con- 
structed by  the  Oregon  yard  ? 

Mr.  Gennett.  By  the  Oregon  yard? 

Mr.  Lanier.  Yes.  , „ 

Mr.  Gennett.  I believe  Mr.  Edgar  Kaiser  testified  that  the  Oregon 
yard  constructed  ships  cheaper  than  any  yard  in  which  they  had  an 
interest.  Do  you  know  if  Oregon’s  construction  costs  were  Kaisers 

lowest?  , . , , 

Mr.  Lanier.  According  to  this  information  which  I have  before  me. 


that  is  true.  , 

Mr.  Gennett.  How  did  your  costs  compare  with  other  Kaiser  yards, 

Mr.  Lanier  ? Do  you  know  that  ? 

Mr.  Lanier.  Our  total  Liberty  ship  costs  for  126  Libertys,  per  ship, 
was,  according  to  this  information,  $1,508,090.  Oregon  s cost  was 
$1,621,597;  Permanente  was  $1,715,573;  Kaiser-Vancouver— well,  they 
only  built  two  ships,  so  that  would  hardly  be  a fair  comparison  The 
California  yard  was  $1,811,040;  Walsh-Kaiser  only  built  10  Libertys 
according  to  this  table,  and  the  cost  was  $3,918,770.  . 

Mr.  Gennett.  How  many  contracts  did  your  company  have  with 


the  Maritime  Commission? 

Mr.  Lanier.  We  had  a total  of  14  ship  contracts.. 

Mr.  Gennett.  And  how  many  vessels  were  delivered  under  those 


contracts  ? 

Mr.  Lanier.  We  have  delivered  a total  of  242  vessels. 

Mr.  Gennett.  Can  you  give  me  the  total  cost  to  the  Maritime 
Commission  of  those  242  vessels  ? 

Mr.  Lanier.  I cannot,  because  the  last  contract  is  not  yet  complete. 
I can  give  you  the  cost  however  on  228  ships,  which  have  been  com- 
pleted. 

Mr.  Gennett.  Would  you  do  so,  please? 

Mr.  Lanier.  In  that  connection,  I think  I should  explain  that  we 
have  had  different  types  of  contracts  down  there,  and  under  a part 
of  the  contracts  we  have  furnished  the  materials,  acquired  the  ma- 
terials ourselves;  under  others,  the  Commission  furnished  the  mate- 
rials; so  that  I think  that  information  should  be  segregated. 

Mr.  Gennett.  All  right. 

Mr.  Lanier.  We  built  a total  of  126  Liberty  ships. 

Mr.  Gennett.  Under  what  type  of  contract  were  the  Libertys 


Mr.  Lanier.  Under  a cost-plus-variable-fee  contract,  lhat  is  the 
usual  type  of  contract  that  the  Commission  used,  and  the  total  cost 
of  the  126  Liberty  ships  was  $82,362,450.40,  or  an  average  per  ship  of 
$653,670.24.  That  is  the  builder’s  cost  only. 

Mr.  Gennett.  Have  you  the  cost  to  the  Government  of  those  ships  ? 
You  said  that  $653,670.24  was  the  builder’s  cost? 

Mr.  Lanier.  That  is  correct.  I will  have  to  do  a little  addition  here 
in  order  to  get  that.  The  total  cost  including  fees  on  the  126  Liberty 
ships  paid  to  North  Carolina  was  $93,030,052. 
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Mr.  (Jen nett.  Were  there  other  types  of  contracts  than  the  cost- 
plus-fee  ? 

Mr.  Lanier.  Yes.  In  addition  to  these  126  Liberty  ships  we  had 
60  C-2rtype  cargo  vessels,  which  were  also  built  under  a cost-plus- 
fixed-fee  contract,  and  we  had  a total  of  57  ships  under  the  selective- 
price  type  of  contract. 

Mr.  Gennett.  Can  you  give  the  committee  the  total  fees  earned  on 
all  of  tnese  contracts  ? 

Mr.  Lanier.  The  total  fees  earned  under  all  of  the  contracts — that 
will  be  completed  contracts,  which  covered  228  ships. 

Mr.  Gennett.  Yes. 

Mr.  Lanier.  I do  not  have  the  fees  on  the  contract  which  is  not  yet 
completed ; so  the  gross  profit  before  nonreimbursable  expenses  and 
before  income  and  excess-profits  taxes  was  $22,701,729. 

Mr.  Gennett.  Have  those  profits  or  fees  been  renegotiated? 

Mr.  Lanier.  That  is  a profit  after  renegotiation.  Our  fees  were 
reduced!  in  renegotiation  by  $4,931,902.50.  " * 

Mr.  (jrENNETT.  Leaving  the  balance  after  renegotiation  of  $22,701.- 
729,  which  .you  have  just  stated? 

Mr.  Lanier.  That  is  right. 

Mr.  Gennett.  Would  you  state  the  shipbuilding  experience  back- 
ground, of  the  North  Carolina  Shipbuilding  Co? 

Mr.  Lanier.  The  North  Carolina  Shipbuilding  Co.  is  managed  by 
officials:  who  for  the  most  part  were  formerly  with  the  Newport  News 
Shipbuilding  Co.,  and  practically  all  of  the  men  have  spent  their  en- 
tire business  lives  in  shipbuilding. 

Mr.  Gennett.  So  the  background  of  North  Carolina  is  in  fact  the 
background  of  the  Newport  News  Shipbuilding  Co  ? 

Mr.  Lanier.  That  is  correct. 

Mr.  Gennett.  Newport  News  built  ships  during  the  war  for  other 
agencie^  of  the  Government,  did  it  not  ? 

Mr.  Lanier.  That  is  correct.  There  was  a total  of  approximately 
250  supervisory  employees  transferred  from  the  Newport  News  yard 
to  the  North  Carolina  yard. 

Mr,  Gennett.  On  some  of  these  contracts  there  were,  I take  it,  both 
a maxinjrum  and  a minimum  fee. 

Mr.  Lanier.  That  is  correct.  That  is  on  the  cost-plus  contract. 

Mr.  Gennett.  Can  you  state  whether  your  company  got  nearer  to 
the  maximum  than  to  the  minimum  fee  on  these  contracts? 

Mr.  Lanier.  We  earned  the  maximum  fees  on  all  contracts. 

Mr.  Gennett.  To  what  do  you  attribute  the  payment  of  maximum 
fees? 

Mr.  Lanier.  Management, 

Mr.  G[ennett.  And  efficiency  in  performance  of  the  contracts  ? 

Mr.  Lanier.  Correct. 

Mr.  Gannett.  I would  like  to  introduce  a statement  prepared  by  the 
Maritime  Commission  as  exhibit  21,  Mr.  Chairman. 

The  Chairman.  Do  you  want  it  introduced  as  an  exhibit  or,  if  it  is 
not  too  long,  read  it  into  the  record  ? 

Mr.  Gennett.  All  right,  sir.  I will  read  it  into  the  record,  if  you 
please. 

Mr.  Coles.  Mr.  Chairman,  may  I at  this  time  say  that  we  have  a 
number  ;of  exhibits  that  have  not  been  offered  here  as  we  went  along ; 
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for  example,  the  reports  of  various  companies.  May  I have  the  com- 
mittee’s permission  to  consider  them  as  part  of  the  record;  and  may 
they  be  subsequently  numbered? 

The  Chairman.  Without  objection,  that  will  be  done. 

Mr.  Coles.  This  statement,  Mr.  Chairman,  has  been  read  in  large 

fart  by  Mr.  Lanier;  Mr.  Gennett  has  prepared  a summary  of  it,  and 
think  if  he  reads  the  summary  and  then  puts  this  in"  the  record 
that  will  be  sufficient. 

The  Chairman.  All  right. 

(Document  so  described  was  received  and  marked  “Exhibit  21.”) 

Mr,  Gennett.  I wish  to  point  out  to  the  committee  that  the  average 
cost  of  Liberty  ships  built  by  the  North  Carolina  Shipbuilding  Co.  was 
$1,508,000  per  ship  for  126  ships;  that  the  average  cost  of  306  ships 
built  by  California  Shipbuilding  Corp.  was  $1,811,000  per  ship. 

Mr.  Herter.  Will  you  give  this  North  Carolina  figure  again  ? 

Mr.  Gennett.  Yes,  sir — $1,508,000. 

Mr.  Herter.  That  was  the  cost? 

Mr,  Gennett.  That  was  the  cost  to  the  Government. 

Mr.  Herter.  That  does  not  agree  with  the  figures  we  got,  in  any 
way,  shape,  or  form.  For  the  last  89  vessels,  Liberty  ships,  built  by 
North  Carolina,  the  vouchers  paid  on  those  were  $61,000,000,  or  an 
average  of  under  $700,000  each. 

< Mr.  Coles.  This  is  the  average  of  all  Liberty  ships,  as  I understand 
it,  Mr.  Herter.  The  earlier  Liberty  ships  were  a good  deal  more 
costly  than  the  later  ones. 

Mr.  Herter.  According  to  these  figures,  each  of  the  Liberty  ships 
built  by  North  Carolina  was  under  $1,000,000.  Does  that  eliminate 
the  cost  of  the  materials  paid  for  by  the  Government  ? 

Mr.  Lanier.  This  cost  includes  the  cost  of  material  furnished  by  the 
Maritime  Commission. 

Mr.  Herter.  The  figures  that  are  now  being  read? 

Mr.  Lanier.  Correct. 

Mr.  Herter.  So  that  these  figures  we  have  before  us  are-  exclusive  of 
the  cost  of  material  furnished  by  the  Maritime  Commission  ? 

Mr.  Gennett.  That  is  right. 

Mr.  Herter.  Thank  you. 

Mr.  Gennett.  The  cost  of  15  Liberty  ships  built  by  Marinship 
Corp. — and  15  is  a considerably  smaller  number,  so  it  may  not  be 
a fair  comparison— was  $3,008,000  per  ship,  or  $1,500,000  more  per 
ship  than  the  North  Carolina  Shipbuilding  Co.  built  such  ship's  for. 

The  Oregon  Shipbuilding  Corp.  built  330  vessels,  at  an  average  cost 
of  $1,621,000  per  vessel,  or  $113,000  per  vessel  more  than  the  cost  of 
Liberty  ships  built  by  the  North  Carolina  Shipbuilding  Co.  The 
average  cost  per  vessel  of  489  Liberty  ships  built  by  Permanente 
Metals  Co.  was  $1,715,000,  or  $207,000  more  than  the  cost  per  vessel 
built  by  North  Carolina  Shipbuilding  Co.  The  cost  'of  10  Liberty 
ships  built  by  the  Walsh -Kaiser  Co. — and  this  again  is  a small  number 
in  comparison  with  the  number  of  vessels  built  by  certain  of  the  other 
companies — was  $3,918,000  per  vessel,  or  $2,410,000  per  vessel  more 
than  the  cost  of  the  same  type  of  ship  the  Government  purchased 
from  the  North  Carolina  Co.  I think  this  shows  the  relative  efficiency 
of  the  designated  companies. 

Mr.  Herter.  Would  counsel  yield? 
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Mr.  Gen-nett.  Certainly. 

Mr.  Herter.  As  I understand  it,  Mr.  Kaiser  testified  that  he  had 
saved  us  $250,000,000  through  the  construction  of  Liberty  vessels, 
below  the  average  costs  of  Liberty  vessels,  for  all  of  those  that  were 
constructed.  I wonder  if  the  present  witness  has  made  any  calcula- 
tions as  to  what  he  would  have  saved  the  Government  on  the  building 
of  Liber  y vessels  ? 

Mr.  LAnier.  I have  not  made  any  calculations,  sir. 

Mr.  Herter.  You  are  not  making  any  claims,  then  ? 

Mr.  Lanier.  We  are  making  no  claims. 

Mr.  Harter.  You  are  letting  the  figures  speak  for  themselves? 

Mr.  Lanier.  That  is  correct. 

Mr.  Gennett.  No  further  questions,  Mr.  Chairman. 

The  Chairman.  Mr.  Bradley  ? , 

Mr.  Bradley.  I do  not  know  that  I have  any  questions,  Mr.  Chair- 


man. 

The  Chairman.  Mr.  Weichel? 

Mr.  Weichel.  Did  I understand  you,  when  you  started  off,  that 
this  was  a wholly  owned  subsidiary  of  the  Newport  News  Shipbuild- 
ing Co.,  which  has  been  in  business  for  many  years. 

Mr.  Lanier.  That  is  correct. 

Mr.  Weichel.  How  much  money  did  you  say  was  put  into  this 
company — I mean  by  the  Newport  News  Co.,  in  the  way  of  invested 


capital  ? i 

Mr.  Lanier.  $3,000,000. 

Mr.  Weichel. ^$3, 000, 000? 

Mr.  Lanier.  Yes. 

Mr.  Weichel.  And  you  received  stock  for  that  ? 

Mr.  Lanier.  That  is  correct. 

Mr.  Weichel.  Then  you  also  had  experienced  ship  personnel? 

Mr.  Lanier.  That  is  correct. 

Mr.  Weichel.  The  comparisons  being  made  here  by  counsel  with 
reference  to  the  cost  in  your  yard — you  had  some  experienced  ship 
personnel,  where  these  other  companies  had  fellows  who  worked 
with  plows  ? 

Mr.  Lanier.  That  is  correct. 

Mr.  Weichel.  And  they  had  to  try  to  make  shipbuilders  of  them? 

Mr.  Lanier.  That  is  correct. 


Mr,  Weichel.  Would  that  account  for  some  of  the  difference? 

Mr.  Lanier.  That  undoubtedly  accounts  for  a substantial  part 
of  it.  , ' . * 

Mr.  Weichel.  For  the  major  part  of  it? 

Mr.  Lanier.  Well,  I could  not  say  definitely,  because  I have  not  had 
an  opportunity  to  analyze  the  costs  of  the  yards. 

Mr.  Weichel.  Do  you  know  how  many  people  were  engaged  in 
the  shipbuilding  industry  in  this  country  in  1940? 

Mr.  Lanier.  I do  not.  ( . 

Mr.  Weichel.  Do  you  know  how  many  were  engaged  in  June 
1945 — May  1945? 

Mr.  Lanier.  I do  not. 

Mr.  Weichel.  Well,  would  you  say  there  were  10  times  as  many 
people  engaged  in  it?  Would  that  be  a fair  estimate? 
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Mr.  Lanier.  I do  not  know.  ; 

Mr.  Weiciiel.  Well,  do  you  know  how  many  companies  like  your 
own  were  building  ships  in  the  United  States  say  in  1940? 

Mr.  Lanier.  There  were  very  few. 

Mr.' Weiciiel.  Very  few?  Then  you  would  know  all  of  them, 
wouldn’t  you?  You  have  been  in  the  business  a long  time.  What 
were  there — five  or  six  ? 

Mr.  Lanier.  Yes. 

Mr.  Weiciiel.  Five  or  six.  And  here  wo  have  a list  of  19  new 
ones  that  the  Government  put  up  all  the  money  for.  Now,  in  addi- 
tion to  these  19,  do  you  know  about  how  many  others  were  engaged 
in  the  building  of  ships  during  the  war  ? 

Mr.  Lanier.  No;  I do  not. 

Mr.  Weiciiel.  You  do  not? 

Mr.  Lanier.  There  were  a number  of  yards  that  were  engaged  en- 
tirely on  Navy  work,  and  I have  no  idea  how  many  there  were,  in 
the  aggregate. 

The  Chairman.  Right  there,  I think  it  may  be  said  that  the  New- 
port News  job  was  entirely  a Navy  job,  was  it  not? 

Mr.  Lanier.  That  is  correct,  sir. 

Mr.  Weiciiel.  What  I was  trying  to  get  at  was,  that  the  expansion 
with  reference  to  the  building  of  ships  was  something  like  five  or 
siv  hundred  percent. 

Mr.  Lanier.  It  probably  was  at  least  that  much. 

Mr.  Weiciiel.  With  reference  to  the  number  of  yards.  And  that 
would  be  also  “the  expansion  of  personnel,  of  trying  to  teach  people 
to  know  something  about  building  a ship.  Did  you  build  Liberty 
ships  down  there  ? 

Mr.  Lanier.  We  built  126  Liberty  ships. 

Mr.  Weiciiel.  One  hundred  and  twenty-six. 

Mr.  Lanier.  And  we  had  contracts  for  117  of  the  C-2-type  vessels. 

Mr.  Weiciiel.  On  the  last  contract  you  had  for  Liberty’s,  fiow 
many  were  there  in  that  contract? 

Mr.  Lanier.  Thirty-six. 

Mr.  Weiciiel.  Thirty-six?  And  what  fee  did  your  company  get 
for  those,  per  ship  ? 

Mr.  Lanier.  On  the  last  36  ships  we  received,  before  nonreimburs- 
able expenses  and  before  income  taxes,  $68,182  a ship. 

Mr.  Weiciiel.  Your  fee  was  $68,000  a ship? 

Mr.  Lanier.  On  the  last  contract ; yes. 

Mr.  Wieciiel.  On  the  last  contract  ? We  have  some  testimony  here 
with  reference  to  the  California  Shipbuilding  Corp,,  of  something- 
like  $49,000.  We  had,  for  the  last  ships  on  another  company.  $41,000, 
and  on  another  one,  of  $44,000  for  their  last  ships,  the  fees  they 
received. 

Mr.  Bradley.  Was  that  after  renegotiation? 

Mr.  Weichel.  That  is  after  renegotiation. 

Now,  with  reference  to  $68,000  a ship,  what  was  it  after  renego- 
tiation ? 

Mr.  Lanier.  It  was  $68,000  after  renegotiation. 

Mr.  Weiciiel.  It  was  still  $68,000? 

Mr.  Lanier.  That  is  right.  We  earned  the  maximum  fee  of 


Approved  For  Release  2003/10/10  : CIA-RDP64B00346R000400060002-4 


Approved  For 

294 


Release  2003/10/10  : CIA-RDP64B00346R000400060002-4 

SHIPYARD  PROFITS 


Mr  WeIchel.  Yes;  I understand  that,  but.  I am  getting  at  the  tees 
that  the  different  people  got  for  the  last  ships.  It  seems  some  people, 
on  the  last,  ships,  the  higher  their  experience,  the  more  they  got.  X ou 
got  $68,0d0  after  renegotiation,  for  the  last  ships.  Here  is  a New  York 
firm  got  $44,847  for  their  last  Liberty  ships.  A California  firm  got 
$41,505.  Another  got  $49,000.  Then  we  had  some  testimony  here  fit 
one  getting  $20,000.  I was  just  trying  to  line  up  the  matter  of  the 
fees  a ship  company  received  for  the  last  Liberty  ships  that  they 
built,  afteY  all  their  previous  experience,  and  there  seems  to  be  a wide 
variation,  from  $20,000  a ship  to  yours,  of  $68,000.  . 

Mr.  Lanier.  I think,  Mr.  Weichel,  that  was  due  to  efficiency  m 

°Michel.  Yes;  but  I am  saying  some  people  were  given  more 
money  thin  the  rest  of  them,  for  the  same  thing.  ' 

Mr.  Bindley.  Will  the  gentleman  yield  for  an  observation  ( 

JVIl*  WEICHEL.  Ygg, 

Mr'  Bradley.  Whereas  North  Carolina  got  $20,000  more  than 
Calship.  let  me  point  out,  the  gentleman  saved  the  people  almost 
$300,000  in  the  cost  of  the  ships.  Their  cost  was  $1,508,000  as  opposed 
to  $1,811,000  of  Calship. 

Mr.  Weichel.  Yes;  I understand. 

Mr.  Bradley.  That  is  why  they  got  the  additional  money. 

Mr.  Weichel.  Yes;  but  the  Government  reimbursed  everybody  tor 
all  the  material,  and  some  people  got  a wide  difference  of  300  percent 
on  fees  for  doing  the  same  thing.  That  is  what.  I am  talking  about. 
I mean  the  Government  paid  for, everything,  and  paid  tor  all  the  men, 
and  paid  for  these  people  who  were  actually  doing  the  good  perform- 
ance! Tie  fellows  who  were  doing  the  good  performance  were  the 
fellows  putting  the  rivets  in  and  that  sort  of  thing,  and  they  were 
paid  by  ithe  Government,  and  the  people  who  were  operating  the 
yards,  sokne  of  them  got  at  least  300  percent  more  for  doing  the  same 
thing.  That  is  all. 

The  Chairman.  Mr.  Herter. 

Mr.  HJlrter.  One  question.  In  reaching  these  figures  of  yours  in 
regard  to  comparable  costs,  were  the  costs  of  delivery  of  steel  and 
materials  at  Newport  News  lower  than  they  were  on  the  west  coast, 
or  did  the  Maritime  Commission  charge  for  material  purchased  as 
against  your  total  costs  the  same  amount  % 

Mr.  LAnxer.  I do  not  know.  I have  no  information  on  that, 

Mr.  Herter..  I wonder  whether  counsel  has  any  information  on 

thMr.  Corns.  I do  not  know  that,  Mr.  Herter.  . I just  wanted  to  make 
'observation.  These  are  the  Maritime  Commission’s  figures 
Lanier  has  been  quoting.  These  were  furnished  by  the  Mari- 
These  are  not  the  figures  of  the  North  Carolina 

Mr.  Herter.  I think  it  would  be  interesting,  just  from  the  point 
of  view  jof  comparison,  as  to  whether  there  were  any  differences  m 
the  costsj  of  materials  furnished. 

(Discussion  off  the  record.) 

The  Chairman.  I think  Mr.  Slattery  has  been  sworn.  I do  not 

know  whether  it  was  in  this  hearing  or  not. 

Mr,  Slattery.  Not  on  this  particular  hearing,  but  about  a month 
ago. 


this  one 
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Shipbuilding  Co 


Approved  For 


Release  2003/10/10  : CIA-RDP64B00346R000400060002-4 


Approved  For  Release  2003/10/10  : CIA-RDP64B00346R000400060002-4 

SHIPYARD  PROFITS  _ 295 

The  Chairman.  I mean  in  this  series  of  hearings. 

Mr.  Slattery.  That  is  right. . 

The  Chairman.  But  at  any  rate,  Mr.  Slattery,  hold  up  your  hand. 

Do  you  solemnly  swear  that  the  evidence  you  will  give  at  this  hear- 
ing or  at  any  other  future  hearing  will  be  the  truth,  the  whole  truth, 
and  nothing  but  the  truth,  so  help  you  God  ? 

Mr.  Slattery.  That  is  right. 

TESTIMONY  0E  WILLIAM  L.  SLATTERY,  DIRECTOR,  DIVISION  OF 
FINANCE,  UNITED  STATES  MARITIME  COMMISSION 

Mr.  Slattery.  I want  to  say,  Mr.  Herter,  that  this  figure  here  as 
to  the  total  cost  of  the  ship  is  an  allocated  figure  for  materials  pur- 
chased by  the  Maritime  Commission,  and  in  coming  to  that  figure 
we  had  to  equalize  the  freight  all  over  the  country,  because  it  was 
not  possible  to  get  the  thousands  of  products  and  show  the  differen- 
tials for  freight.  This  is  merely  a matter  of  the  cost  of  the  material — 
the  out-of-pocket  cost. 

Mr.  Herter.  Then  the  figures  submitted  are  on  comparable  costs, 
and  they  are  fair  figures  from  the  point  of  view  of  the  different  yards? 

Mr.  Slattery.  Except  for  the  freight  they  would  be;  not  for  the 
freight.  The  freight  had  to  be  equalized. 

Mr.  Weiciiel.  Is  the  freight  in  these  ? 

Mr.  Slattery.  The  freight  is  in  these.  The  freight  is  in  here, 
equalized. 

Mr.  Herter.  These  are  comparable  figures  ? 

Mr.  Slattery.  Oh,  yes. 

Mr.  Herter.  You  do  not  have  to  make  different  allowances  for 
differences  in  steel  in  the  different  shipyards ; you  have  already  equal- 
ized that  in  your  allocation  ? 

Mi1.  Slattery.  No  ; we  did  not  equalize  it.  We  spread  it  over  the 
whole.  We  had  so  much  freight  and  applied  it  to  the  tons  of  freight. 

Mr.  Herter.  That  is  what  I called  equalization. 

Mr.  Slattery.  That  would  show  that  the  North  Carolina  got  a 
proportion  of  the  total  freight  paid  to  the  country,  the  same  as  any 
other  yard. 

Mr.  Herter.  That  is  right.  In  other  words,  they  were  equalized 
figures,  then,  or  fair  figures  to  be  taken  for  comparison  to  show  from 
the  point  of  view  of  comparison  the  cost  to  the  Government  at  the 
different  yards? 

Mr.  Slattery.  Yes ; that  is  right. 

The  Chairman.  Are  there  any  other  questions  ? 

Mr.  Coles.  I would  like  to  bring  out  that,  the  figures  are  also  broken 
down  into  the  average  builder’s  cost,  and  the  average  builder’s  cost 
is  shown  for  North  Carolina  at  $651,000  per  ship ; and  the  next  closest 
yard  is  Oregon,  which  is  $766,000  per  ship.  The  others  go  up. 

Mr.  Herter.  That  is  the  labor  cost? 

Mr.  Coles.  Would  you  tell  us  what  your  average  builder’s  cost  is, 

Mr.  Lanier?  _ . ' 

Mr.  Lanier.  That  consists  of  labor,  overhead,  and  a small  amount 
of  emergency  material. 

Mr.  Bradley.  In  other  words,  that  is  all  the  costs  over  and  above 
the  materials  furnished  by  the  Maritime  Commission  ? 

Mr.  Lanier.  That  is  correct. 
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Mr.  Bradley.  On  a comparable  basis,  between  one  yard  and  an- 
other? . 

The  Chairman.  Have  you  any  further  questions,  Mr.  Herter  s 

Mr.  IIerter.  , No. 

The  Chairman.  Mr.  Coles. 

Mr.  CoiIes.  Just  one  minute,  if  you  will,  Mr.  Chairman. 

Mr.  Bradley.  May  I ask  counsel  a question,  on  the  record?  I 
should  like  to  ask  counsel  whether  you  have  comparable  figures  on  all 
of  these  six  yards  that  you  have  mentioned  previously,  on  the  total 
cost,  the  average  contractor’s  costs  that  you  just  gave  us,  here  in  con- 
nection with  the  North  Carolina,  and  the  next  lowest,  which  you  said 
was  lower? 

Mr.  CoEes.  Yes;  I have,  Mr.  Bradley. 

Mr.  Bradley.  I think  those  are  very  interesting  figures  and  are 
pertinent  );o  the  hearing.  . 

Mr.  Coles.  I think  one  thing  should  be  noted,  that  the  materials  m 
almost  all  cases,  as  Mr.  Slattery  said,  are  approximately  the  same.  So 
efficiency  is  much  better  reflected,  I would  think,  in  these  average 
costs,  of  what  the  contractor  spent.  At  the  same  time  the  percentage 
of  difference  is  a lot  higher  by  taking  out  that  constant  amount  which 
liiaterialsj  would  effectuate.  Now,  the  figures  given  are,  for  North' 
Carolina, |$65 1,000— and  I will  omit  the  hundreds;  it  is  793,  there. 

Mr.  BrAdley.  Let  me  get  these  down,  here. 

Mr.  CqLES.  Yes.  $651,000  for  North  Carolina;  ^Oregon  average 
builder’s  costs  per  ship,  which  is  the  next  closest,  is  $766,000,  or  $115,- 
000  higher.  Now,  vou  notice  the  percentage  is  rather  great.  The 
Permanehte  Co.  was  $853,000,  or  $202,000  greater— in.  other  words, 
about  one-third  again  as  high. 

Mr.  Weichel.  Mr.  Chairman,  can’t  we  get  from  the  Maritime  Com- 
mission—they  can  make  it  up  for  all  the  companies,  what  the  average 
costs  wer<|,  and  give  us  that— bring  it  up  here  as  an  exhibit,  rather  than 
taking  it  'piecemeal  ? 

Mr.  Coles.  This  is  by  the  Maritime  Commission,  Mr.  Weichel. 

Mr.  Weichel.  Well,  I know.  I will  take  it  straight  from  the  Mari- 
time Commission. 

Mr.  Co|les.  Yes. 

Mr.  Weichel.  I think  they  have  the  figures,  and  should  make  it  up, 
and  give  Us  the  average  cost  for  every  shipyard. 

The  Chair. wan.  Can  that  be  done  ? 

Mr.  Coles.  I think,  Mr.  Weichel,  that  has  been  given  us  by  the 
Maritime:  Commission.  It  includes  all  yards  which  built  Liberty 
ships. 

Mr.  WfucHEL.  I know,  but  this  man,  here,  ought  to  read  it.  Let  us 
get  that.  I would  sooner  take  it  from  the  Maritime  Commission. 
That  is  wjhere  it  is  supposed  to  be. 

Mr.  Coles.  This  is  part  of  an  official  document. 

The  Chairman.  We  will  possibly  save  time  by  Mr.  Coles  going 
ahead  and  giving  what  he  has  got,  and  Mr.  Slattery  will  please  supply 
the  information. 

Mr.  Weiciiel.  Yes — for  all  the  shipyards. 

The  Chairman.  Insert  it  as  one  exhibit. 

Mr.  CojLEs.  The  Permanente  was  $853,000,  which  is  $202,000  greater. 
The  Walsh-Kaiser  C01,  remembering  that  they  had  only  10  ships 
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Mr.  Bradley  (interposing).  Well,  I think  it  is  not  fair  to  include' 
Walsh-Kaiser  in  this.  . 

Mr.  Coles.  No;  I think  not.  : And  the  California  Shipbuilding  Co. 
had  an  average  builder’s  cost  of  $968,000,  or  $317,000,  or  about  5Q; 
percent,  more  than  the  cost  of  the  North  California’s  builder’s  costs. 

Mr.  Bradley.  These  figures  show  very  much  divergence  from  the' 
statement  made  by  Mr.  Kaiser,  the  other  day,  that  he  saved  us 
$250,000,000. 

The  Chairman.  Mr.  Slattery  will  prepare  the  exhibit,  which  will 
be  supplied  and  furnished  to  the  members. 

Mr,  Slattery.  May  I make  a brief  statement,  Mr.  Chairman  ? Yes- 
terday afternoon,  Mr.  McConnell  asked  me  to  come  outside,  and  asked 
me  for  this  statement,  and  I got  it  ready,  here. 

The  Chairman.  Have  you  it  now? 

Mr.  Slattery.  Yes. 

The  Chairman.  You  have?  . 

Mi*.  Slattery.  All  of  the  Liberty  ships  that  were  built.  .There 
were  2,400. 

The  Chairman.  Will  you  hand  that  to  Mr.  Weichel,  and  see  if 
that  is  the  statement  he  wanted  ? 

Mr.  Slattery.  The  2,580  Liberty  ships,  by  contractor,  by  yard. 

The  Chairman.  If  so,  it  will  be  introduced  as  an  exhibit  at  this 
time.  . ’ • 

Mr.  Weichel.  I will  look  at  this  and  talk  about  it  later.  I do 
not  know. 

The  Chairman.  All  right.  Any  further  questions  of  the  present 
witness?  i 

Mr.  Coles.  No  further  questions.  j 

The  Chairman.  All  right.  Stand  aside.  Your  next  witness. 

Mr.  Weichel.  Mr.  Witness.  I mean  this  exhibit  by  the  Maritime 
Commission. 

The  Chairman.  You  mean  Slattery,  or 

Mr,  Weichel.  No. 

The  Chairman.  Mr.  Lanier? 

Mr.  Weichel.  Mr.  Lanier.  The  North  Carolina. as  shown  by  the- 
Maritime  Commission,  shows  an  average  profit  per  vessel  of  84,699. 

I presume  that  is  without  taxes  ? 

Mr.  Lanier.  That  is  before.  . „ 

Mr.  Weichel.  Before  taxes?  ■ 

Mr.  Lanier.  Before  nonreimbursable  expenses  and  taxes.- 
Mr.  Weichel.  And  taxes?  Walsh-Kaiser  shows  $34,080  without 
taxes,  the  average.  " 

The  Chairman.  This  gentleman  is  not  able  to  testify  as  to  the. 
Walsh-Kaiser  Co.  ■ 

Mr.  Weichel.  No ; but  I say  that  is  what  it  shows. 

The  Chairman.  That  is  through  no  fault  on  your  part. 

Mr.  Weichel.  Mr.  Chairman,  may  Mr.  Slattery  read  this  info  the 
record,  now,  with  reference  to  what  they  say  is  the  average  profit 
per  vessel  and  the  average  cost  for  each  one  of  these  yards?  .1  would 
like  to  have  him  read  that  at  this  point  into  the  record. 

The  Chairman.  If  you  are  going  to  have  it- read  at  some  time,.. 
put  it  m.  .e  4|  ...  „ 

Mr.  Losee.  May  we  have  a copy  of  that? 
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Mr.  Slattery.  This  is  average  cost. 

(Mr.  Slattery  thereupon  read  the  tabular  statement  reierred  to, 
which  is  in  the  words  and  figures  following :) 


EC2-8-C1  costs  ( estimated ),  cost-plus  contracts 


Alabama 1- 

Beth- Fairfield-^ 

California j — - 

Belta. 

Jones  (Brunswick) 

Jones  (Panama) 

Kaiser  (Vancouver) 

Marinship j - 

New  England-- - 

North  CarolinaL - 

Oregon — J 

Permanente— 4 — -------- 

Rheem  Manufacturing  Co- 

Southeastern—  \ 

St.  Johns -— 

Todd-Houston  \ 

Walsh- Kaiser..: 


i Includes  USMC  furnished  material, 
a Includes  5 vbssols  under  price-minus  contract. 


Number 

vessels 

Average  builder's 
cost 

Average 
profit  per 
vessel 

20 

$1, 125, 015  (9) 

$60,  000 

384 

895, 288  (4) 

76, 927 

306 

968, 428  (5) 

70, 168 

132 

1,  046,  973  (7) 

43, 102 

85 

1. 173, 129  (10) 

39, 067 

66 

1,221,471  (11) 

29,  470 

2 

1,783,367  (14) 

110,000 

15 

2,  175,  961  (15) 

60,000 

236 

1,070,238  (8) 

43, 166 

126 

651,793  (1) 

84,669 

330 

706, 621  (2) 

82,  532 

489 

853,874  (3) 

89, 455 

1 

6,388.790  (17) 

88 

1,236.438  (12) 

30,  227 

82 

1,304.202  (13) 

23,  669 

208 

995, 311  (6) 

52,144 

» 10 

3, 112,  255  (16) 

34,  080 

2, 580 

962, 322 

66,631 

Total  cost  to 
USMC  per 
vessel 1 


$1,957, 459 
1, 743, 043 
1,811,040 
. 1,861,664 
1, 984, 640 

2,  023, 385 
2, 665, 811 

3,  008, 405 
1, 881, 803 
1,  508, 906 
1,  621, 597 
1,  715, 573 
7, 161,  234 
2, 039, 110 
2, 100,  304 
1,819,899 
3, 918, 779 


[Pencil  notation:]  3/19/46. 

Mr.  Herter.  Mr.  Chairman,  might  I ask  Mr.  Slattery  one  question 
in  connection  with  this  comparison? 

The  Chairman*  Yes,  sir.  ^ ,,  , , 

Mr.  Herter.  You  testified  something  to  the  effect  that  so  tar  as 
materials  were  furnished  you  equalized  the  freight  rates  as  between 

different  sections  of  the  country?  , ,, 

Mr  Slattery.  I would  like  to  make  a reservation  on  that,  Mr. 
Herter,  add  make  sure  of  it  for  the  record,  because  it  has  since  occurred 
to  me  that  there  may  not  have  been  an  equalization  of  labor  rates  in 

the  same  | picture.  , , , . 

Mr.  Herter.  I was  about  to  ask  you  about  labor  rates,  which  is  an 
entirely  different  item  from  the  freight  rates  in  the  cost  of  material. 
Mr.  Slattery.  That  is  right.  . , 

Mr.  Herter.  On  your  labor  costs  there  was  a great  differential, 
for  instance,  between  the  North  Carolina  wages  paid  for  comparable 

work  and  those  on  the  west  coast  yards.  . . , . 

Mr.  Slattery.  Well,  I should  say  there  was  a slight— in  the  begin- 
ning, perhaps— a slight  margin  in  favor  of  North  Carolina,  there 
was  even!  a greater  margin  in  the  Gulf.  As  I remember  it,  the  Gult 
rates  were  the  lowest,  the  Atlantic  coast’s  were  next,  and  the  Facihc 

coast  was  third.  ,.  , . ,, 

Mr.  Herter.  And  when  you  say  there  was  that  differential  m the 

beginning,  was  that  equalized  at  the  end,  or  did  it  remain  all  the  way 

thMrSSiATTERY.  Well,  because  of  the  Wage  Stabilization  Board  and 
the  various  things  that  applied  there,  I cannot  say  that— what  that 
figure  was.  It  ought  to  be  filled  out  in  a prepared  statement. 
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Mr.  Hester.  I am  wondering  again,  from  he  point  of  view  of  the 
fair  comparable  costs,  whether  a wage  differential  for  similar,  work 
done  ought  not  to  be  computed. 

Mr.  Slattery.  I think  it  should.  It  occurred  to  me  after  you  talked 
before,  and  I would  like  to  reserve  the  correction  for  the  freight  rate, 
too,  because  that,  too,  is  a complicated  thing,  and  I would  like  to  cor- 
rect that  for  the  record. 

The  Chairman.  Ai’e  there  other  questions  of  the  present  witness, 

Mr.  Slattery?  f 

Mr.  Bradley.  How  long  would  it  take  to  get  that  information? 

Could  you  get  it  over  the  phone,  now?  Hot  right  now,  but  I mean 
this  afternoon. 

Mr.  Slattery.  I could  bring  it  back  with  me  for  the  afternoon 
session. 

Mr.  Bradley.  All  right.  I think  that  is  very'  important  if  we  do 
not  want  to  make  any  unfair  comparisons  here. 

The  Chairman.  Any  further  questions  of  the  present  witness,  Mr. 

Lanier  ? The  next  witness. 

(Information  furnished  by  the  North  Carolina  Shipbuilding  Co.,  in 
response,  to  the  committee’s  questionnaire,  was  received  for  the  record 
and  marked  “Exhibit  22.”) 

Mr.  Coles.  The  Consolidated  Steel  Corp. 

The  Chairman.  Do  you  solemnly  swear  that  the  evidence  you  will 
give  at  this  or  any  other  future  hearing  will  be  the  truth,  the  whole 
truth,  and  nothing  but  the  truth,  sq  help  you  God  ? 

Mr.  Knoeppel.  I do. 

TESTIMONY  0E  F.  J.  KNOEPPEL,  VICE  PRESIDENT,  CONSOLIDATED 

STEEL  CORP. 

Mr.  Gennett.  Would  you  give  your  name  for  the  record,  and  your 
position  with  the  corporation  ? 

Mr.  Knoeppel.  F.  J.  Knooppel,  vice  president,  Consolidated  Steel 
Corp. 

Mr.  Gennett.  Can  you  give  the  committee  the  date  of  incorpora- 
tion of  the  Consolidated  Steel  Corp.? 

Mr.  Knoeppel.  December  1928. 

Mr.  Gennett.  What  was  the  primary  business  of  the  corporation, 
until  it  entered  the  shipbuilding  business  ? 

Mr.  Knoeppel.  Fabricators  of  heavy  steel — structural,  plate,  pres- 
sure vessel,  and  similar  items — any  heavy  steel  products. 

The  Chairman.  Fabricated  steel? 

Mr.  Knoeppel.  Fabricators  of  steel. 

Mr.  Gennett.  When  did  the  corporation  enter  into  the  shipbuild- 
ing business,  Mr.  Knoeppel? 

Mr.  Knoeppel.  In  1939. 

Mr.  Gennett.  Had  it  had  any  previous  shipbuilding  experience? 

Mr.  Knoeppel.  It  had  no  prior  shipbuilding  experience. 

Mr.  Gennett.  What  was  the  capital  of  the  corporation  ? 

Mr.  Knoeppel.  In  1989,  my  recollection  is  it  was  $4,200,000,  ap- 
proximately, capital  and  Surplus,  at  the  end  of  December  1989,  and 
about  $800,000  of  outstanding  long-term  loans — a gross  of  $5,000,000. 
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,,  Gennett  When  it  entered  into  the  shipbuilding  business,  was 
tiie  totjai  capital  of  the  corporation  used  directly  in  shipbuilding 
operations?  ..  .. 

....  Mr-  Kxgeppei,  No;  it  was  not.  Part  of  it  was  used  in  steel  fabrica- 
tion, although  at  that  time,  due  to  the  depression  and  lack  of  demand 
oh  the  west  coast,  very  little  of  the  capital  was  required  for  other 
purposes.  Do  you  want  me  to  enlarge  on  that  ? 

Mi*.  Dennett.  That  is  all  right;  I will  ask  you  further  questions. 
Was  the  steel  business  pursued  during  the  war  a substantial  part  of 
the  total  volume  of  business  done  by  the  corporation? 

Mr.  Knoeppel.  You  mean  other  than  shipbuilding? 

Mr.  Gen  nett.  Yes;  other  than  shipbuilding. 

Mr.  Knoeppel.  It  was  a fair  amount;  not  nearly  as  much  as  the 
shipbuilding. 

:Mr.  Gennett.  Are  you  able  to  estimate  how  much  of  the  capital 
would  have  been  required  in  operations  other  than  shipbuilding? 

Mr.  Knoeppel.  I am  afraid  that  is  almost  impossible  to  answer. 
My  guess  would.be— and  that  is  just  a guess— possibly  10  percent’ 

1 during  the  war  period. 

Mr.  Gennett.  During  the  war,  only  10  percent  of  the  capital  was 
necessary  for  the  corporation’s  business  other  than  shipbuilding? 
i Mr.  I lNOeppel.  Let  me  put  it  this  way : Other  than  Government 
work,  shipbuilding  both  for  the  Navy,  the  Maritime  Commission,  and 
the  production  of  gun  mounts  for  the  Navy. 

Mr.  Gannett.  You  had  bank  loans  during  the  shipbuilding  opera- 
tions ? | 

Mr.  K|noeppel.  That  is  right, 

Mr.  Gannett.  Were  those  interest-bearing  loans? 

Mr.  Knoeppel.  Those  loans  were  interest  bearing. 

Mr.  Qennett.  Was  the  interest  on  the  loans  reimbursed  by  the 
Maritimje  Commission? 

Mr.  KjNOErrEL.  Only  in  a very  slight  degree. 

Mr.  Gannett.  The  balance  was  paid  by  the  corporation? 

Mr.  Knoeppel.  The  balance,  paid  by  the  corporation. 

Mr.  Gennett.  Were  Government  receivables  pledged  as  security 
for  the  bank  loans  ? J 

Mr.  Knoeppel.  No. 

, Mr-  Gannett.  Was  any  of  the  corporation’s  money  put  into  the 
physical  [assets  of  the  yard  ? 

Mr.  Knoeppel.  Not  on  the  shipyard  as  such.  The  Maritime  Com- 
mission s'  shipyard  was  not  a complete  shipyard.  It  required  our 
Maywood  facilities  of  steel  production,  steel  fabrication,  to  supple- 
ment  that  shipyard.  We  fabricated  heavy  steel  sections  at  Maywood, 
and  I toqk  the  sections  to  the  shipyard,  and  there  assembled  them  in 
the  shipyard. 

Mr.  Gannett.  Were  the  steel  fabrication  operations  durin<>-  the 
war  profitable  operations  ? W 

Mr‘  Knoeppel.  Why,  yes;  aside  from  shipbuilding,  you  mean?- 
Mr.  Gannett.  What  l am  driving  at  is  that  the  Consolidated  Steel 
WRear  mfca„pital  totaling  nearly  $4,000,000  between 
fabricatmn?16’  Wh  t part  °f  that  amouilt  1S  attributable  to  the  steel 
Mr.  Knoeppel.  A small  part. 
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Mr.  Gennett.  The  balance  was  earned  from  shipbuilding  opera- 
tions ? 

Mr.  Knoeppel.  Shipbuilding  and  gun-mount  production. 

Mr.  Gennett.  What  was  the  total  cost  to  the  Maritime  Commis- 
sion of  the  yard,  Mr.  Knoeppel  ? 

Mr.  Knoeppel.  $13,185,000. 

Mr.  Gennett.  Was  this  subcontracted,  or  was  it  built  by  the  cor- 
poration? 

Mr.  Knoeppel.  We  built  it  with  some  subcontract  work,  such  as 
driving  the  piling,  and  so  forth.  We  engineered  the  yard  and  the 
lay-out  and  handled  the  entire  construction  of  it  as  a general  con- 
tractor would. 

Mr.  Gennett.  So  far  as  the  corporation  was  concerned,  that  was  a 
no-tee  contract  ? 

Mr.  Knoeppel.  It  was  a no-fee  contract;  no  profit. 

Mr.  Gennett.  Were  any  of  the  subcontractors  affiliated  with  the 
corporation  ? • ' 

Mr.  Knoeppel.  No;  there  was  no  affiliation  of  subcontractors. 

, Jir*  Gennett.  Were  any  of  the  facilities  used  in  the  construction  of 
the  yard  made  by  the  fabrication  section  of  the  corporation? 

Mr.  Knoeppel.  Yes;  there  were.  Yes;  we  fabricated  some  of  the 
steel  that  went  into  the  buildings  and  other  items.  We  did  some 
fabrication  work  for  the  shipyard. 

Mr.  Gennett.  Was  a profit  paid  to  the  corporation  on  those  fabri- 
cations ? 

Mr.  Knoeppel.  No;  there  was  no  profit  paid,  but  cost. 

Mr.  Gennett.  No  fee? 

Mr.  Knoeppel.  No  fee. 

Mr.  Gennett.  Then  the  corporation’s  steel  fabrication  section  made 
no  profit  on  this  construction  ? 

Mr.  Knoeppel.  It  made  no  profit  on  that  transaction. 

. -i  , Gennett.  Was  the  steel  made  by  your  corporation  and  used  in 
he  building  of  the  yard  sold  to  the  Maritime  Commission  at  a lower 
price  than  the  steel  used  in  other  yards  was  sold  to  other- shipyard 
corporations,  such  as  steel  sold  by  the  Fontana  steel  plant  ? 

Mr.  Knoeppel.  No  ; we  were 'not  producers  of  steel.  My  recollec- 
tion is  that  we  agreed  with  the  Maritime  Commission  upon  an  out-of- 
stock price  for  the  steel. 

Mr.  Gennett.  An  out-of-stock  price? 

Mr.  Knoeppel.  An  out-of -stock  price. 

Mr.  Gennett.  What  does  that  phrase  mean,  Mr.  Knoeppel? 

Mr.  Knoeppel.  Well  that  means  that  we  took  it  out  at  the  price 
that  we  carried  our  steel  m stock— in  other  words,  the  cost  of  the  steel 
steel  i!UK  m£  cliar£e  and  items  which  are  involved  in  the  use  of  the 

Mr.  Gennett.' How  many  shipbuilding  contracts  did  the  corpora- 
tion have  with  the  Maritime  Commission  f p 

Mr,  Knoeppel.  Eighteen. 

Mr  lf'Z™  Aw  Thjtlype  or  tyPes  of  contracts  were  these  18  ? 

pfe,  gr of  ** 

thet°M  **  ‘°  th0  Com- 
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Mr.  Knoeppel.  Total  cast  to  the  Maritime  Commission  on  all  the 

- contracts,  $549,488,545.  ' , m ...  «« 

Mr.  GeiJnett.  Do  you  have  the  total  amount  of  fees  paid  on  that  .>00 

million  in  contracts?  , ■,  n 

Mr.  Knoeppel.  Well,  they  were  fees  and  profits  and  losses,  all  com- 
bined— amounted  to  $13,975,119. 

Mr  Gennett.  This  is  before  or  after  renegotiation  f 
Mr  Knoeppel.  This  is  after  renegotiation,  except  that  1 have  to 
qualify  that.  There  was  something  taken  m renegotiation  m 1944, 
about ‘$2,000,000,  out  of  our  combined  operations.  Now,  we  do  not 
know  what  portion  of  that  is  attributable  or  was  attributable  to  Mail- 

time  Commission  contracts.  A 

Mr.  Gennett.  You  have  stated,  have  you  not,  that  only  about  10 
percent  of  the  volume  of  business  done  was  other  than  shipbuilding . 

Mr.  Knoeppel.  Well,  yes;  but  shipbuilding  included  shipbuilding 

for  the  Navy,  which  is  not  included  in  here  at  all.  . . , . 

Mr.  Gennett.  What  was  the  total  cost  of  the  facilities  to  the  Mari- 
time Commission  ? 

Mr.  Knoeppel.  $13,185,000.  _ 

Mr,  Gennett,  "Was  a substantial  part  of  tli6  material  used  in  tiiese 

contracts  supplied  by  the  Maritime  Commission? 

Mr  Knoeppel.  They  furnished  materials  on  the  later  contracts  to 
a considerable  degree;' in  fact,  completely  on  the  later  contracts. 

Mr.  Gennett.  The  labor  was  paid  for  by  the  Government ! 

Mr'.  Knoeppel.  The  labor  was  reimbursed  to  us  by  the  Government. 

Mr,  Gennett.  I mean  reimbursed  to  the  corporation. 

Mr.  Knoeppel.  That  is  right. 

Mr.  Gannett.  And  part  of  the  interest  on  borrowed  capital  was 

P£lMr.  Knoeppel.  A very  small  part,  almost  insignficant. 

Mr.  Gennett.  What  about  the  management  salaries  of  the  corpo- 
ration, Were  they  reimbursed  to  the  corporation  ? 

Mr.  KWoeppel.  They  were  reimbursed  to  an  amount  that  was  set 
UP  bv  the ‘Maritime  Commission  as  allowable;  not  fully  reimbursed. 

Mr.  Gannett.  Did  you  have  a substantial  amount  of  nonreimburs- 

^Mr^  Knoeppel.  We  did;  altogether,  slightly  over ■ $1,000,000. 

Mr.  Gennett.  How  did  that  compare  with  the  volume  of  items  that 
were  reimbursed?  One  million  dollars  is  a small  percentage  of  the 
total  amount  paid  out  by  the  Commission,  is  it  not  ? 

Mr  Knoeppel.  Yes;  that  is  right.  The  total  amount  reimbuised, 

about  $380,000,000.  . . , , . , . • . T 

Mr.  Gennett.  Now,  the  contracts  provided  for  incentive  tees,  i 

take  it?, 

Mr.  Knoeppel.  That  is  right. 

Mr.  Gennett.  Maximum  and  minimum  payments  for  performance? 
Mr.  Knoeppel.  They  provided  for  bonus  on  cost  saving  and  also 
bonus  for  early  deliveries,  as  far  as  the  price-minus  contracts  are  con- 

CeMrd'0ENNETT.  Did  you  earn  the  maximum  fee  on  any  substantial 

PaMr° Vnoeppel^W?  did  on  some  of  our  contracts;  we  earned  the 
maximum ; others,  we  earned  part  of  the  maximum;  on  others,  we 
did  not  tarn  any  of  the  so-called  bonus. 
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Mr.  Gennett.  Were  you  paid  only  the  minimum  fee  on  any  of  these 
contracts? 

Mr.  Knoeppel.  Yes;  we  were. 

The  Chairman.  As  far  as  the  evidence  is  already  in  the  record  by 
way  of  statements,  I hope  we  will  save  time. 

Mr.  Gennett.  All  right,  sir.  I have  no  further  question  except  one. 

The  Chairman.  All  right. 

Mr.  Gennett.  I understand  that  the  corporation  operated  both  a 
shipbuilding  division  and  a steel  fabrication  division.  Was  there  a 
loss  in  the  fabrication  division,  that  was  set  off  against  shipbuilding 

profits?  . 

Mr.  Knoeppel.  No;  I do  not  recall  any  losses  m the  fabrication  end 

of  it.  . . ■ 

Mr.  Gennett.  There  was,  then,  in  both  divisions  of  the  corporation, 
steel  fabrication  and  shipbuilding,  a profitable  business  period  during 
the  time  the  corporation  was  building  ships? 

Mr.  Knoeppel.  It  would  not  have  been  profitable  if  we  had  not  had 
the  shipbuilding  operations  to  supplement  the  work  in  the  fabricating 
plant. 

Mr.  Gennett.  Nevertheless,  you  had  no  nonshipfiuilding  losses  to 
offset  against  your  shipbuilding  profits? 

Mr.  Knoeppel.  That  is  right ; we  had  no  losses  to  offset  against  the 
shipbuilding  profits. 

Mr.  Gennett.  This  is  different  from  another  situation  that  we 
have  seen  where  the  shipbuilding  profits  were  erased  by  losses  in 
another  division  of  the  corporation. 

That  is  all,  Mr.  Chairman. 

(Information  furnished  by  the  Consolidated  Steel  Corp.,  in  re- 
sponse to  the  committee’s  questionnaire,  was  received  for  the  record 
and  marked  “Exhibit  23.”) 

The  Chairman.  Mr.  Bradley? 

Mr.  Bradley.  Where  are  your  yards  located  ? 

Mr.  Knoeppel.  The  yard  is  located  at  Wilmington,  Calif. 

Mr.  Bradley.  Did  you  have  any  excessive  losses  in  any  of  your 
other  operations  which  you  used  to  offset  against  the  profits  received 
from  shipbuilding,  as  was  the  case  with  one  witness  ? 

Mr.  Knoeppel.  I don’t  recall  any  losses  that  we  had  that  were  off- 
set against  shipbuilding  profits. 

Mr.  Bradley.  In  other  words,  this  figure  that  we  have  here  of 
roughly  16i/2  million  dollars  set  down  here  as  estimated  profit,  but  let 
us  call  it  fees,  is  substantially  correct? 

Mr.  Knoeppel.  I don’t  know  how  the  16,000,000  is  arrived  at. 

Mr.  Bradley.  I don’t  know.  ' 

Mr.  Knoeppel.  I arrive  at  a profit  of  $13,975,000. 

Mr.  Bradley.  Those  are  the  total  fees  or  profits  ? 

Mr.  Knoeppel.  I think  I know  what  figure  is  arrived  at  there.  That 
is  on  the  price-minus  contract  alone.  We  earned  $16,401,000  before 
taxes.  On  our  fixed-price  contracts  we  lost  $1,818,000,  and  on  a selec- 
tive-price contract  we  made  $700,000,  which  is  a total  of  $15,286,000. 

Then  we  suffered  disallowances  of  about  $1,200,000,  which  brings  it 
down  to  the  figure  I gave,  of  $13,975,000  from  the  shipbuilding  opera- 
tions. 

Mr.  Weichel.  Is  that  the  so-called  renegotiated  figure  for  all  your 
shipyard  fees? 
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Mr.  Knoepitx.  No.,  There  may  be  something  applicable  to  that 
in  the  renegotiation  for  1944.  We  were  renegotiated  on  an  over-all 
cost  basis  year  for  year,  and  not  on  individual  contracts. 

Mr.  Weichel.  Did  the  Maritime  specifically  renegotiate  your  ship 
fees  ? : 

Mr.  Knoeitel.  We  were  renegotiated  by  the  Navy  Price  Adjust- 
ment Bjoard,  not  by  the  Maritime. 

Mr.  Weiciiel.  Y our  dealings  were  with  the  Navy  Price  Board,  and 
not  by  ihe  Maritime  Price  Board? 

Mr.  Ivnoeppel.  That,  is  right. 

Mr.  Bradley.  That  is  because  the  majority  of  your  business  was 
with  the  Navy? 

Mr.  Kyoeppel.  Yes ; the  preponderance  was  with  the  Navy. 

Mr.  Bradley.  According  to  the  figures  furnished  by  the  Maritime 
Commission,  you  did  approximately  $385,00.0,000  worth  of  business 
for  the  Maritime  Commission. 

Mr.  Kyoeppel.  Of  reimbursable  costs.  , 

■ Mr.  Bradley.  That  is  in  the  voucher  phase. 

Mr.  Kyoepfel.  Yes. 

Mr.  Bradley.  You  must  have  done  a pretty  tremendous  amount 
for  the 'Navy  to  go  above  that,  because  that  is  a very  big  figure  in 
itself,  right  there. 

Mr.  Kyoeppel.  We  did.  We  had  a separate  yard  down. at  Orange, 
Tex.,  building  destroyer  escorts  and  landing  craft. 

Mr.  Bradley.  How  much  business,  in  round  figures,  did  you  do 
with  the  Navy? 

Mr.  Knoeppel.  With  the  Navy?  I hesitate  to  say.  It  is  just  a 
guess  now,  but  I would  say  about  $600,000,000  or  better. 

Mr.  B(radley.  That  is  quite  a contribution  to  the  war  effort — about 
a billion^  dollars’  worth  of  wTork. 

Mr.  Is|noeppel.  At  Maywood  we  turned  out  5-inch  twin  gun  mounts 
for  destroyers. 

Mr.  Bradley.  Maywood  where? 

Mr.  Kyoeppel.  Maywood,  Calif.,  where  our  fabricating  plant  was 
located. 

Mr.  Bradley.  Have  you  figured  out  what  the  approximate  per- 
centage :s  of  fees  that  you  received,  or  of  this  $385,000,000  ? 

Mr.  Kyoeppel.  On  that  basis  about  3'  percent,  I believe,  before 
taxes.  ' [ know  it  is  less  than  1 percent  after  taxes. 

Mr.  Bradley.  Less  than  1 percent  after  taxes  ? 

M r.  Kyoeppel.  Yes. 

Mr.  Bradley.  About  3 percent  before  taxes  ? 

Mr.  KproEPPEL.  Yes. 

Mr.  Bradley.  You  did  not  make  any  LibertySj  I see. 

Mr.  Knoeppel.  I would  qualify  that.  Against  the  reimbursable 
cost  of  $360, 000, 000-odd  the  net  was  slightly  over  1 percent.  It  was 
slightly  under  1 on  the  total  cost,  including  material. 

Mr.  Bradley.  I see  you  had  approximately  25,300  employees? 

Mr.  Kyoeppel.  About  that. 

Mr.  Weiciiel.  Whatever  you  did  for  , the  Maritime  "was  on  your 
own  capital, that  you  had  in  this  Consolidated  Steel  Co.  ? 

Mr.  Kyoeppel.  Yes. 

■ i '•  " ■ • , ■■■  ■ >T  ■ D 

I 
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Mr.  Weichel.  I mean,  you  operated  and  then  were  reimbursed. 
You  did  not  have  any  special  corporation  set  up  for  it. 

Mr.  Knoeppel.  No;  we  went  in  and  operated  for  the  Government. 
Mr.  Weichel.  You  did  business  with  the  Maritime  Commission, 
you  did  business  with  the  Navy,  and  you  did  it  for  other  people  ? 
Mr.  Knoeppel.  That  is  right. 

Mr.  Weichel.  You  did  not  build  any  Liberty  ships? 

Mr.  Knoeppel.  No,  sir. 

Mi-.  Herter.  You  operated  the  Consolidated  Steel  Corp.  in  Orange, 
Tex.,  at  the  same  time  you  operated  in  California? 

Mr.  Knoeppel.  That  was  a division  of  our  corporation— not  a sep- 
arate corporation  but  the  same  corporation  in  Orange,  Tex. 

Mr.  Herter.  Are  you  familiar  with  the  relative  labor  costs  of  the 
2 areas? 

Mr.  Knoeppel..  I could  not  tell  you  the  difference,  but  there  is  a 
substantial  variation.  The  west  coast  is  higher  than  the  Gulf. 

Mr.  Herter.  You  do  not  know,  roughly,  in  percentage  what  it 
would  be  ? 

Mr.  Knoeppel.  I do  not  like  to  guess. 

Mr.  Herter.  Does  that  differential  still  remain? 

Mr.  Knoeppel.  Yes. 

Mr.  Herter.  That  is  all. 

The  Chairman.  Are  there  any  further  questions? 

Mr.  Gennett.  No  questions. 

Mr.  Herter.  Might  I ask  the  witness  one  further  question  ? 

I notice  that  in  the  C-l  type  of  ship,  of  which  you  built  quite  a 
number,  that  your  contract  price,  although  it  may  have  been  a dif- 
ferent type  of  contract,  between  the  early  ones  you  built  and  the  last 
ones  you  built,  showed  that  your  last  ones  were  about  half  the  price 
of  the  earlier  ones.  Is  that  correct  ? 

Mr.  Knoeppel.  That  is  probably  rig’ht.  We  drove  and  drove  for 
efficiency,  and  of  course  that  would  be  reflected  in  the  downward  trend 
of  costs.  I do_not  know  whether  that  proportion  is  right.  I imagine 
that  is.  true  if  it  is  in  the  record.  I know  that  there  was  a substantial 
reduction  from  the  earlier  ships  to  the  last  ships. 

Mr.  Herter.  I notice  in  your  early  C-l  ships  that  you  built  your 
contract  price  ran  somewhere  over  $2,000,000,  and  in  the  last  28  the 
contract  price  ran  under  $1,000,000. 

Mr.  Knoeppel.  1 do  not  know  where  that  $1,000,000  comes  from  in 
the  contract  price.  Do  you  mean  the  expended  money  by  the  con- 
tractors ? J 


Mr.  Herter.  The  last  ones  were  under  price-minus  contracts.  The 
hist  one  was  under  an  LS  contract.  The  last  one  shows,  in  these 
figures  we  have  with  28  ships,  under  the  price-minus  contract  the  price 
was  $25,000,000,  and  the  voucher  paid  to  you  was  about  $24,000,000 
there  again  may  be  an  exclusion  of  materials  furnished  by  the  Mari- 
time  Commisison.  It  does  not  show. 

]V^rI^N0EP,PEL*  The  last  contract  for  $24,000,000  paid  to  us  was  on 
an  1 contract,  not  a C-l  contract.  The  last  two  contracts  we  had 
were^.Ay-l  contraets.  The  last  price-minus  contract  we  had  on  C-l’s 
was  MCc77 14.  There  was  a total  of  $12,000,000  reimbursed  to  us  there. 

Mr.  Gennett.  Perhaps  Mr.  Slattery  could  explain  this 
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Mr.  Slattery.  That  is  a typographical  error  under  “Type.”  That 
was  not  a 0-1.  They  just  copied  the  figure  above  it. 

Mr.  Herter.  I am  sorry.  I was  misled  by  that. 

Mr.  Knoeitel.  Those  were  AV-l’s ; smaller  ships.  _ 

Mr.  Herter.  Thank  you  very  much.  That  explains  it. 

The  Chairman.  The  hearings  are  adjourned  until  2 : 30  this  atter- 

110( Whereupon,  at  12 : 40  p.  m.,  the  hearings  were  recessed  until  2 : 30 
p.  m.  of  the  same  day.) 

AFTER  RECESS 

(The  hearing;  was  resumed,  pursuant  to  the  taking  of  the  recess.) 

The  Chairman.  We  will  come  to  order. 

I want  to  make  the  statement  that  this  afternoon,  when  the  subcom- 
mittee adj  aurns,  the  subcommittee  is  adjourned  for  the  present  investi- 
gation, subject  to  the  call  of  the  Chair.  That  is  done  for  the  con- 
venience of  members  in  the  various  districts  and  because  it  will  be 
hardly  profitable  to  carry  on  with  convenience  the  investigation  during 
the  month  of  October.  It  will  be  resumed  in  November,  and  at  that 
time  the  matter  will  be  carried  to  a completion. 

Another  thing:  The  recess  is  in  order  to  enable  the  members  ot  the 
committee,  those  who  are  here  and  who  have  participated  in  the  in- 
vestigation and  those  who  are  not  here,  to  study  the  recoid  ot  the 
hearings  for  the  last  2 or  3 days. 

Mr.  Coles,  will  you  proceed? 

Mr.  CoiLes.  The  St.  Johns  River  Shipbuilding  Co.  _ 

The  Chairman.  Do  you  solemnly  swear  that  the  testimony  you  shall 
o-ive  for  tikis  investigation  and  this  hearing  and  all  subsequent  hearings 
on  this  subject  will  be  the  truth,  the  whole  truth,  and  nothing  but  the 
truth,  so  ijielp  you  God  ? 

Mr.  Ainslow.  I do. 

TESTIMONY  OF  ALBEET  H,  AINSLOW,  TEEASTJREE,  ST.  JOHNS 
RIVER  SHIPBUILDING  CO. 

Mr.  Coles.  Would  you  tell  us  your  name,  please? 

Mr.  Ainslow.  Albert  H.  Ainslow. 

Mr.  Coles.  Whom  do  you  represent,  and  m what  capacity,  Mr. 
Ainslow " 

Mr.  Ainslow.  I am  representing  the  St.  Johns  River  Shipbuilding 
Co.,  in  thje  capacity  of  treasurer  and  director. 

Mr.  Coles.  Do  you  have  a statement  to  read,  Mr.  Amsiow ' 

Mr.  Ainslow.  I have,  sir. 

Mr.  Coles.  Would  you,  please?  , ... 

The  Chairman.  Is  it  contemplated  that  the  gentlemen  who  are  with 
you  will  participate  in  your  answers  to  any  inquiries?  If  so,  I would 

rather  swear  them  at  this  time.  . . , A 

Mr.  Ainslow.  Since  it  might  happen,  I think  it  would  be  a good 

idem  • 

The  Chairman.  Do  you  solemnly  swear  that  the  testimony  you 
shall  give  in  this  investigation  and  all  subsequent  hearings  on  this 
subject  will  be  the  truth,  the  whole  truth,  and  nothing  but  the  truth, 
so  help  you  God  ? 
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Mr.  F.  D.  Wheeler.  I do. 

Mr.  Ainslow.  I should  like  to  refer  this  committee  to  certain  of 
the  testimony  which  it  developed  in  its  previous  hearings,  March 
22  and  23, 1944,  and  I believe  it  to  be  very  pertinent  to  what  has  been 
discussed  at  these  hearings  with  respect  to  St.  Johns  River  Ship- 
building Co.  I am  quotiiig  from  Admiral  Land’s  statement  certain 
pertinent  excerpts  which  are  contained  in  pages  7 to  11  of  the  report 
of  the  committee’s  hearing  March  22  and  23,  1944.  I quote  Admiral 
Land  [reading]  : 

It  is  impossible  to  overemphasize  the  problems  of  securing  shipbuilding  brains 
and  production  management  to  embark  on  this  new  program.  There  was  a 
bottleneck  in  brains  and  know-how,  much  more  serious  than  any  other  diffi- 
culty. Organizations  to  man  and  manage  these  yards  had  to  be  recruited  and 
trained,  and  the  managerial  skill  of  the  highest  possible  type  had  to  be  dis- 
covered and  induced  to  undertake  the  task.  It  was  because  of  the  fact  that 
managerial  skill  and  ability  have  been  induced  to  take  part,  and  not  because 
of  any  capital  investments,  that  the  Coramission’s  shipbuilding  program  was 
possible  of  achievement. 

These  shipbuilders  have  done  one  of  the  greatest  managerial  jobs  in  all  history. 

They  have  provided  the  know-how  and  brought  to  the  task  imagination,  initiative, 
and  ability  that  astounded  the  world  with  their  achievements.  If  there  is  to 
be  a percentage  basis  for  paying  them,  I think  it  should  be  a percentage  on 
brains  and  not  a percentage  on  capital.  I wish  I knew  some  way  to  figure 
the  proper  percentage  of  return  on  brains. 

In  the  report  of  the  committee’s  hearing  March  22  and  23,  on  page 
17,  the  admiral  refers  to.  his  letter  of  March  21  to  Judge  Bland,  in 
which  he  pointed  out  that  the  capital  of  St.  Johns  should  be  shown 
as  $600,600  and  not  as  $600. 

A further  point  brought  out  in  your  previous  hearings  was  that 
Congress  gave  the  Commission  authority  to  grant  net  profits  of  7 
percent  to  shipbuilders,  not  on  capital  but  on  volume. 

Your  previous  hearing  brought  out  a fact  so  far  overlooked  in 
this  session,  namely,  that  our  contract  required  a minimum  capital 
of  $100,000  per  way,  or  an  aggregate  minimum  of  $700,000,  upon 
which  no  interest  would  be  reimbursable,  and  it  further  required 
$1,500,000  in  a line  of  credit  for  which  we  paid  4 percent  interest 
and  were  reimbursed  only  2 [4  percent. 

Mr.  Bradley.  How  many  ways  did  you  have  ? 

Mr.  Ainslow.  Six,  sir. 

The  other  iy2  percent  was  absorbed  by  us  as  nonreimbursable  ex- 
pense. Incidentally,  had  we  had,  instead  of  shipbuilding  and  heavy 
construction  know-how,  a few  million  dollars  to  throw  into  the' 
capital,  we  would  have  avoided  paying  some  half  million  dollars  in 
taxes  back  to  the  Treasury  because  of  the  excess-profits  credit  that 
such  an  investment  would  have  permitted. 

These  .remarks  have  been  made  to  refresh  the  minds  of  the  commit- 
tee of  the  testimony  given  at  its  previous  hearings,  which  testimony 
. in  my  opinion  is  directly  pertinent  to  the  issues  discussed  during  the 
past  week. 

I think,  however,  that  you  gentlemen  will  agree  that  it  is  very  im- 
portant that  any  witness  in  this  hearing  be  fully  identified,  and  when 
his  opinions  are  requested  for  the  record  some  evidence  of  his  qualifi- 
cations should  be  required. 

Since  I propose  to  state  several  opinions  with  respect  to  audit  and 
accounting  methods  and  profits,  I wish  to  announce  for  the  record 
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that  I have  held  the  degree  of  certified  public  accountant  in  the  State 
of  New  York  for  over  10  years,  and  that  consequently  1 feel  qualified 
to  discuss  ;this  subject. 

I have  listened  with  much  professional  distaste  to  opinions  concern- 
ing accounting  and  auditing  methods  loosely  stated  by  people  whom 
j the  record]  shows  are  not  accountants.  These  statements,  published  by 
the  press  throughout  the  Nation  and  broadcast  on  a Nation-wide  radio 
hook-up,  feave  been  irresponsible  to  the  extent  that  much  damage  has 
been  caused  innocent  parties.  I refer  to  the  fact  that  our  company  is 
controlled  by  the  Merrill  family,  of  Jacksonville,  Fla.  The  Merrill 
family  hajve  been  sorely  distressed  by  the  flaming  headlines  to  the 
effect  that  they  made  360,000  percent  profit.  It  must  be  borne  in  mind 
that  the  Merrill  family  is  still  operating  Mernll-Stevens  Dry  Dock  & 
Repair  Co.  in  die  city  of  Jacksonville,  and  it  certainly  has  not  done 
their  labor  relations  any  good  to  have  such  inaccurate  figures  of  profit 

given  to  the  press.  , . . . 

Xo  give;  you  the  background  of  our  principal  stockholders,  the  pnn- 
cipal  stockholders  representing  the  Merrill  interests  have  all  been  in 
the  shipbuilding  and  ship  repairing  business  during  all  of  their  adult 
lives.  The  Merrill  family  has  a history  of  shipbuilding  and  repairing 
dating  back  be  fore  the  Civil  War.  The  Mernll-Stevens  Engineering 
Co.,  predecessor  to  the  present  company,  built  ships  for  the  United 
States  Government  during  the  War  with.  Spain.  The  successor  com- 
pany, Merrill- Stevens  Dry  Dock  & Repair  Co.,  during  World  War  I 
repaired  ships  for  the  United  States  Government  and  organized  the 
. Merrill-Stevens  Shipbuilding  Corp.,  which  built  a yard  for  the  Gov- 
ernment and  constructed  vessels  for  the  Government  in  that  yard. 

Our  president,  James  C.  Merrill,  Sr.,  worked  in  both  the  repair  yard 
and  the  construction  yard. 

After  World  War  I the  repair  yard  was  continued  as  Merrill- 
Stevens  Dry  Dock  & Repair  Co. 

The  construction  of  the  St.  Johns  River  Shipbuilding  Co.  yard  and 
vessels  which  were  later  built  there  during  World  War  II  resulted 
directly  from  a proposal  made  by  James  C.  Merrill,  Sr.,  to  the  Gov- 
ernment in  19-1:0  that  such  a facility  would  prove  to  be  essential  to  the 
impending  war.  The  Merrill-Stevens  Shipbuilding  Co.  which  he  pro- 
posed to  revives  from  World  War  I days,  eventually  evolved  in  1942  as 
the  St.  Johns  River  Shipbuilding  Co.  . 

Other  people  have  been  unjustly  disparaged  by  the  manner  in  which 
Mr.  Casey,  of  the  General  Accounting  Office,  testified  concerning  the 
powers  and  audit  methods  of  the  auditors  and  accountants  employed 
by  his  office.  His  inference  that  such  powers  and  degree  of  audit  were 
severely  limited  is  not  borne  out  by  the  facts  in  the  operation  of  our 
yard.  All  of  our  records  were  subjected  to  an  extremely  detailed  audit 
by  a group  of  auditors  attached  to  the  General  Accounting  Office  of  the 
United  States  Government,  who  made  their  headquarters  at  our  yard. 
The  extent  of  their  audit  is  best  exemplified  by  the  fact  that  there 
appears  upon  every  single  individual  piece  of  paper  that  can  in  any 
way  be  described  as  a financial  record  the  GAO  stamp  signifying  audit 

ancl  approval.  , . , ’ , 

It  has  been  stated  during  this  hearing  on  several  occasions  that  the 
GAO  auditors  were  not  permitted  to  go  beyond  a most  casual  examina- 
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tion.  In  our  yard  that  statement  is  utterly  without  basis  in  fact.  I 
believe  that  it  is  important  to  inform  you  that  the  extent  of  the  exam- 
ination by  the  Audit  Section  of  GAO  was  so  detailed  that  on  occasion 
we  were  enabled  to  secure  reimbursement  for  items  which  were  origi- 
nally  denied  by  the  Maritime  Commission,  solely  because  the  GAO 
auditors,  upon  examination  of  the  facts,  recommended  to  the  Com- 
mission that  such  items  were  properly  reimbursable. 

. The  gentleman  who  is  in  charge  of  the  Audit  Section  of  the  GAO 
in  our  yard,  and  his  assistants,  are  thoroughly  familiar  with  every 
single  financial  transaction  we  have  evej?  made  in  the  history  of  our 
company,  and  these  transactions  bear  the  full  approval  of  the  GAO. 

in  addition  to  the  representatives  of  the  Audit  Section  of  the  GAO 
who  were  permanently  stationed  at  our  yard,  we  have  had  a thorough 
going  over  by  representatives  of  the  GAO  Investigation  Section,  and 
1 wish  to  give  as  my  opinion,  for  the  record,  the  statement  that  the 
regional  head  of  this  Investigation  Section  who  conducted  the  inquiry 
m our  yard  is  a most  able  auditor  and  investigator. 

1 here  has  been  constant  reference,  both  inferred  and  specific,  to  the 
alleged  ineptitude  of  the  United  States  Maritime  Commission  audit 
system.  I wish  to  state  unequivocally  and  as  a professional  certified 
public  accountant  that  I have  never  seen  records  subjected  to  as 
intense,  detailed  an  audit  as  was  made  daily  by  the  Maritime  Commis- 
• sion  auditors  who  were  stationed  at  our  yard.  The  head  auditor,  who 
represented  the  Maritime  Commission  as  resident  auditor  at  our  yard 
during  the  larger  part  of  our  construction  activities,  is  a certified 
public  accountant  in  the  District  of  Columbia,  and  he  and  his  as- 
sistants subjected  each  and  every  one  of  our  financial  transactions 
to  a most  careful  and  professional  audit. 

Their  audits  resulted  in  the  denial  of  reimbursement  of  hundreds  of 
items  of  cost  which  we  properly  incurred  in  the  performance  of  the 
contracts,  but-  which  were  not  allowable  under  regulations  issued 
from  time  to  time  by  the  Commission  regardless  of  the  original  terms 
of  our  contract.  I cite,  this  as  an  example  of  the  risks  which  the  con- 
tractor took,  the  financial  risks,  under  these  cost-plus  contracts,  which 
so  many  people  seem  to  think  represent  mere  gratuities  paid  to  the 
chosen  few  by  an  all  too  beneficent  Government,  and  it  is  put  forward 
as  an  example  of  the  extreme  care  which  Maritime  Commission  em- 
ployees took  to  protect  Government  funds. 

The  regional  auditor  is,  in  my  opinion,  one  of  the  most  competent 
accountants  I have  ever  met,  and  in  addition  is  a most  zealous  defender 
of  the  Government  s funds.  His  superior  was  the  general  auditor  of 
construction,  with  whom  I had  fewer  business  discussions  than  with 
the  residents  or  regional  auditors,  but  who  must  be  an  extremely 
capable  accountant,  if  one  may  judge  by  the  high  quality  of  the  audit 
in  pur  yard  by  the  men.  whom  he  directed. 

Mr.  Casey,  of  the  General  Accounting  Office,  admitted  he  was  not 
an  accountant,  in  spite  of  which  he  testified  at  this  hearing  that  our 
company,  St.  Johns  River  Shipbuilding  Co.,  realized  a profit  of  346,- 
bbb  percent  on  our  capital  investment. 

I desire  to  refer  Mr.  Casey  ’and  the  committee  to  the  hearings  before 
this  subcommittee  conducted  March  22  and  23,  1944.  In  exhibit  9 
thereof  the  capital  investment  of  St.  Johns  River  Shipbuilding  Co 
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was  clearly  demonstrated  to  bo  $600,600,  and  Mr.  Casey  should  be 
familiar  with  that  fact,  and  certainly  should  not  have  been  allowed  to 
make  such  a gross  misrepresentation  of  facts. 

Mr  Bradley.  Let  me  repeat  that  Mr.  Casey  was  repeating  Maritime 
Commission  figures.  Is  that  clear  to  you?  They  were  entered  m 
the  record  liere  as  exhibit  No.  1 by  counsel  to  the  committee. 

Mr.  Ain'slow.  I merely  wish,  to  point  out  that  this  subcommittee 
had  in  its  previous  hearings  determined  that  we  had  $600,600  in  capital. 

Mr.  Bradley.  That  is  not  this  same  subcommittee. 

The  Chairman.  In  any  case,  we  are  after  the  facts  now.  Whatever 
will  help  to  establish  the  facts  we  want.  Use  of  vilification  or  any- 
thing else  does  not  have  any  place  in  these  hearings. 

Mr.  AinSlow.  I would  like  to  review  some  of  the  controls  which  our 
Federal  Government  set  up  to  prevent  excessive  profits  being  made  out 
of  the  war  nffort.  As  an  example,  to  make  it  simple—— 

Mr.  WiiiCTiE l (interposing).  Is  this  set  up  with  reference  to 
profits  out  of  shipbuilding  ? 

Mr.  Ainslow.  Specifically.  , 

I shall  take  a typical  fee  which  we  at  St.  Johns  received  for  buudmB 
a ship — $20,000.  ‘ Our  company  would  pay  back  to  the  United  states 
Government  in  the  form  of  Federal  income  and  excess  profits  taxes 
$14,400  of  this  $20,000.  If,  for  the  purpose  of  this  example,  this  $5 ,600 
of  corporate  net  income  could  be  distributed  to  a typical  stockholder, 
it  would  result  in  this  individual  paying  back  to  the  United  States 
Government  in  the  form  of  personal  income  and  surtaxes  some  $4,480. 

It  will  be  manifest  that  the  operation  of  this  preventive  legislation 
voided  any  possibility  of  our  company’s  stockholders  making  exces- 

S1VI  wishtlo  point  out  that  in  this  example  I have  not  even  given  con- 
sideration' to  the  nonreimbursable  expenses  that  were  necessary  to 
carry  out5 the  contracts,  but  which  were  disallowed  as  items  of  cost 
by  the  Commission,  and  there  is  a strong  probability  that  some  of  such 
items  may  be  disallowed  as  tax  deductions  as  well. 

Transforming  this  example  to  the  actual  over-all  financial  results 
of  our  operations,  we  find  that  our  stockholders  realized  not  346,668 
percent  on  their  investment  but  rather  a net  profit  of  about  11  per- 
cent; or,  stated  by  what  I believe  to  be  a better  yardstick,  in  spite 
of  Mr  Coles’  a version  to  this  method  of  expressing  profits,  our  stoc  r- 
holders  realized  about  one-tenth  of  1 percent  profit  on  the  volume  of 
business  transacted,  far  less  than  the  7 percent  permitted  by  law. 

I am  sure  the  committee  will  appreciate  that  this  profit  would  have 
been  vastly  larger  had  the  company  had  a capital  investment  of 
several  million  dollars  instead  of  its  know-how.  With  such  a capital 
investment  our  excess-profits  taxes  would  have  been  avoided. 

There  has  been  constant  reference  to  some  purely  fictional  creature 
in  our  case  in  the  Maritime  Commission  who  habitually  changed 
contracts'  to  the  contractor’s  advantage  and  to  the  detriment  of  the 
Federal  Government.  Our  contracts  were  changed  on  numerous  occa- 
sions, and  I state  unequivocally  that  each  and  every  change  cost  us 
money.  In  good  faith  we  signed  a contract  providing  for  minimum 
fees  of  $60  000  per  vessel.  However,  the  Maritime  Commission  arbi- 
trarily  Tt  thoK  fees  in  half  and  instead  of  the  $60,000 1 per  vessel 
minimuni  fee  which  we  contracted  for,  we  received  $30,000  per  ship 
for  the  first  contract  of  30  ships. 
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However,  we  found  that  in  spite  of  the  terms  of  the 'contract  the 
Maritime  Commission  had  a tendency  to  look  with  disfavor  upon 
reimbursement  for  a very -considerable  number  of  expenses  that  we 
found  necessary  for  the  proper  performance  of  the  contract,  among 
which  was  the  $200,000  which  we  paid  as  a fee  for  the  construction 
of  the  shipyard. 

I digress  at  this  moment  to  point  out  that  Mr.  Casey  used  this 
transaction  as  an  example  which,  he  says,  “only  tends  to  show  you 
that  if  you  had  enough  of  these  no-profit  contracts  you  would  soon 
be  a millionaire.”  The  fact  of  the  matter  is  that  in  the  original 
negotiations  Admiral  Vickery  indicated  to  Mr.  L.  J.  Fischer,  chair- 
man of  the  board  of  Thompson-Starrett  Co.,  Inc.,  one  of  the  better- 
known  and  older  heavy-construction  companies  in  the  world,  that 
the  Commission  would  pay  a fee  of  $400,000  for  the  construction  of 
the  yard— would  reimburse  a $400,000  fee  to  be  paid  to  Thompson- 
btarrett  Co.  However,  when  it  came  down  to  actual  facts  the  Com- 
CU^  tlut  fee  to  $100,000  wdiich,  for  the  construction  of  a 
$16,000,000  facility,  Mr.  Fischer  justifiably  said  was  abnormally  small. 

He  therefore  negotiated  with  the  other  stockholders  of  St.  Johns 
xuver  Shipbuilding  Co.,  and  as  a result  a compromise  was  reached 
and  our  company  agreed  to  pay  out  of  its  funds  $200,000  in  lieu  of 
the  $400,000  which  Thompson-Starrett  had  originally  been  led  to 
believe  would  be  their  fee. 

After  the  first  30  ships,  minimum  fees  on  our  subsequent  contracts 
were  reduced  to  $20,000  per  ship. 

To  demonstrate  the  absurdity  of  the  statement  made  before  this 
hearing  that  we  operated  on  a capital  of  $600,  I have  examined  our 
annual  reports  which  were  prepared  by  the  well-known  firm  of 
public  accountants,  Peat,  Marwick,  Mitchell  & Co.,  and  I should  like 
Tv1!?  i c°  the  c“ttec  tabulations  of  the  amounts  due  us  from  the 
United  states  (jovernment  in  connection  with  our  contracts  at  the 
end  of  each  of  our  fiscal  years. 

• °nd  Hoc  vo42’  °U1>  receivables  and  items  in  process  of  billing 
w ere 

. °n  Jnulle  30,  1943,  our  receivables  from  the  Maritime  Commis- 
sion and  unbilled  items  of  cost  incurred  in  the  performance  of  these 
contracts  was  $3,781,664.35.  . ■ 

On  June  30,  1944,  this  same  balance  sheet  item  was  $2,687,148.66. 

On  June  30,  1945,  this  item  was  $982,127.51. 

Obviously  one  could  not  carry  such  sums  on  a mere  investment  of 
$600  and  as  a matter  of  fact,  they  could  not  have  been  carried  on 
the  dollar  investment  which  was  made,  $600,600.  The  important 
factor  was  that  intangible  investment,  the  experience  and  integrity 
which  made  it  possible  for  the  principals  of  our  company  to  secure 
bank  loans  to  the  extent  of  $2,500,000,  and  these  loans  were  not 
mi  anteed  by  any  branch  of  the  United  States  Government  Thev 
were  purely  transactions  in  private  enterprise.  J 

Thank  you. 

• M3;  CPr,ES'  Ainslow,  when  was  the  St.  Johns  River  Shipbuild- 
mg  Co.  formed?  What  is  the  date  of  that ? ■ ’ 

Mr.  Ainslow.  Its  charter  is  dated  March  9, 1942. 

Commission?  WhCn  dld  ]L  receive  its  first  contract- from  the  Maritime 

Mr.  Ainslow.  The  contract  is  dated  March  4,  1942. 
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Mr.  Codes.  So  the  St.  Johns  River  Shipbuilding  Co.  received  a 
contract  before  it  was  even  formed,  is  that  correct . 

Mr.  Ain  slow.  That  is  a misstatement,  because  it  is  quite  customary 
to  be  a cor  poration  in  fact  before  you  are  a corporation  at  law.  Uu 

papers  had  been  filed  prior  to  that.  , . 

P Mr.  Coles.  Before  you  had  a legal  corporation  as  such  you  had  a 
contract  with  the  Maritime  Commission,  is  that  correct  . 

Mr.  Ainslow.  May  I consult  counsels 

m.  AiSowU Twould  like  to  state  that  a corporation  de  facto  is 

a CoL^s?^^ould  you  read  my  question,  Mr.  Reporter? 

ThaT  contract,  dated  March  4,  was  not  actually 
executed  until  subsequent  to  the  receipt  of  our  charter. 

Mr.  CoLes.  Why  is  it  dated  March  4? 

Mr.  Ainslow.  I can’t  say,  sir.  . , , , ,i  • 

Mr.  Colics.  How  much  money  was  put  into  capital  stock  ol  tms 

corporation  ? 

Mr.  AiNslow.  $600. 

Mr.  Coles.  And  was  there  class  A stock  l 

Mr.  Ainslow.  Yes,  sir.  . , , 7 

Mr.  Coles.  What  was  the  value  of  the  class  A stock  ? 

Mr.  Ainslow.  $200.  , 

Mr.  Coles.' Who  owned  the  class  A stocks 
Mr.  Ainslow.  Thompson-Starrett  Co. 

Mr  Coles.  Originally,  until  the  yard  was  completed,  was  that  the 
only  voting  stockf  or  did  that  control  the  majority  of  the  directois . 
Mr.  Ainslow.  It  controlled  five  of  the  nine  directors. 

Mr.  Coles.  So  Thompson-Starrett  controlled  five  of  the  nine  di- 
rectors of | St.  J ohns  ? 

Mr.  "Cqi-E^  You  Mentioned  also  that  you  had  $600,000  m stock- 
holders’loans.  Is  that  correct?  ■ . , . , 

Mr  Ainslow.  No,  sir;  we  had  $600,000  outstanding  m debenture 

b°Mr.'  Cciles.  In  debenture  bonds?  And  you  feel  that  that  $600,000 

ShMr!i  AiNSwr^6  Yes,  'si  ™ bemuse  ’it  was  so  completely  subordinated 
to  any  claim  whatsoever. 

Mr  Coles.  When  were  those  claims  paid  on  5 . , , 

Mr.. Ainslow.  They  were  paid  off  progressively  over  a period  encl- 

imr  in  October  of  1943.  , 

Mr.  Coles.  Did  you  neglect  to  tell  the  committee  when  you  men- 
tioned Admiral  Land’s  testimony  that  he  had  testified  that  by  Octo- 
ber, 1943,  all  of  your  stockholders’  loans  had  been  repaid . 

Mr  AInslow.  I wouldn’t  say  that  I neglected  to  do  so.  I merely 
ref  erred  jthe  committee  to  this  statement,  which  says  that  our  original 

C£lMralCoS;s.€So< that  frbm  October  of i 1943  until  the  present  the  > in- 
vestment of  the  owners  of  St,  Johns  Shipbuilding  has  been  $600  in 

- capital  stock,  is  that  correct? 

Mr.  Ainslow.  Plus  surplus. 
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Mr.  Coles.  And  that  surplus  is  all  from  earnings  on  Government 
contracts,  is  that  correct  ? 

Mr.  Ainslow.  Earnings  plowed  back,  yes,  sir. 

Mr.  Coles.  So  that  actually  the  statement  in  the  Maritime  Com- 
mission’s report,  exhibit  1,  that  you  have  but  $600  investment  in  the 
yard  is  absolutely  correct,  is  it  not  ? 

Mr.  Ainslow.  I deny  that.  We  had  $600,600. 

Mr.  Coles,  Let  us  talk  of  the  capital  after  October  1943.  How  much 
capital. did  you  have  during  the  major  portion  of  your  contract  pe- 
riod? . 

Mr.  Ainslow.  More  than  $600,000. 

Mr.  Coles.  In  what  way  ? 

Mr.  Ainslow.  In  capital  and  surplus. 

Mr.  Coles.  But  the  surplus  was  earned  from  Government  contracts, 
was  it.  not,  with  the  Maritime  Commission? 

Mr.  Ainslow,  Yes,  sir..  . ■ 

Mr.  Coles.  So  that  you  had  $600  plus  whatever  your  share  may 
have  been  resulting  from  the  earnings  on  Government  contracts. 

Mr.  Ainslow;.  Plus  the  fact  that  in  order  to  give  us  mope  capital 
Thompson-Starrett  Co.,  Inc.,  refrained  from  requiring  us  to  pay  the 
$200,000  facilities  fee  until  some  time  later.  •'  ,(ii. 

Mr.  Coles.  But  that  was  a debt  owed  by  the  corporation.  Cer- 
tainly you  are  not  saying  that  was  capital. 

Mr.  Ainslow.  It  was  so  subordinated  it  gave  us  additional  working 
capital.  i 

Mr.  Coles.  You  mentioned  a large  number  of  figures  there  show- 
ing your  outstanding  accounts  and  indicated  that  that  could  not  be 
financed  on  a $600  capital.  Did  you  have  bank  loans  ? 

Mr.  Ainslow.  We  did. 

Mr.  Coles.  Were  those  bank  loans,  Mr.  Ainslow,  sufficient  to  handle 
that  amount  of  outstanding  receivables? 

Mr.  Ainslow,  With  the  addition  of  our  capital;  yes. 

Mr.  Coles.  What  was  your  capital  after  October  1943? 

Mr.  Ainslow7.  May  I finish  that  last  answer  ? 

Mr.  Coles.  Please. 

Mr.  Ainslow.  Although  we  had  the  privilege  of  borrowing  $2,500,- 
000  from  the  banks,  you  must _ remember  that  it  was  costing  us  U/3 
percent  interest  and  it  was  costing  the  United  States  Government  2U> 
percent  interest  for  us  to  borrow  $1  more  than  was  absolutely  neces- 
sary to  the  conduct  of  the  business,  consequently  all  of  our  funds,  plus 
the  profits,  were  used  first  in  conducting  this  business,  and  any  bal- 
ance that  was  necessary  was  borrowed. 

Mr.  Coles.  Did  you' borrow  up  to  $2,500,000  from  the  banks?' 

Mr.  Ainslow.  Yes,  sir. 

Mr.  Coles.  And  interest  for  the  use  of  that  money  was  partiallv 
reimbursable? 

Mr.  Ainslow.  Yes,  sir. 

Mr.  Coles.  As  a certified  public  accountant,  would  you  say  that 
that  is  capital  invested  in  the  business? 

Mr.  Ainslow.  To  be  very  technical  about  it,  it  would  not  go  in  the 
capital  section  of  a balance  sheet ; no.  But  to  be  practical  about  it, 
it  is  working  capital. 
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Mr.  Codes.  It  is  working  capital  borrowed.  But  would  you  say 
that  that  is  investment  in  the  yard  of  the  people  who  own  the  yard  and 

have  the  benefit  of  its  profits?  . ;■  . ' . _ 

Mr.  Ainslow.  It  was  not  an  original  investment  m the  yaid  as 
such 

Mr.  Coles.  Would  you  repeat  my  question,  please,  Mr.  Steinko? 

. (The  question  was  read.)  , . 

Mr  AinJslow.  I would  say  so  to  this  degree,  that  since  these  people 
were  stockholders  and  directors  of  the  corporation,  if  those  bank 
loans  had  not  been  paid  the  banks  would  have  had  recourse  to  them 
personally,  in  spite  of  the  fact  that  they  were  not  personally  endorsed. 

Mr.  Coles.  What  grounds  would  the  banks  have  for  recourse  to  the 

stockholders  of  this  corporation?  . . ..  . , 

Mr  Ain  slow.  I believe  that  under  current  law  it  is  possible  to  go 
behind  the  corporate  cloak  and,  in  the  event  that  any  directors  or  stock- 
holders hajd  by  their  actions  caused  a loss  to  creditors,  those  creditors 

still  have  recourse  to  it.  , 

Mr.  Coles.  If  the  St.  Johns  River  Corp.  had  been  unable  to  pay 
these  debts,  do  you  intend  to  tell  this  committee  that,  in  spite  of  the 
fact  that  tpese  people  had  no  endorsement  on  the  notes,  they  would  be 

personally  liab  e for  them  ? ...  , , 

Mr.  Ainslow.  If  it  resulted  from  their  acts  as  directors  or  stock- 

holders 

Mr.  Coles.  We  are  talking  in  the  normal  course  of  events.  Would 
there  be  any  liability  ? 

Mr.  Ainslow.  So  am  I.  , A . . , , . 

Mr  CoLes.  Is  there  anything  in  your  corporate  charter  which  states 
that  the  liability  of  the  stockholders  shall  be  limited  to  the  amount  ot 

money  they  have  invested  in  the  capital  stock?  _ . 

Mr  Ainslow.  I presume  so,  but  what  I am  driving  at  is  that  it.  is  my 
recollection  that  within  the  last  5 or  10  years  the  laws  have  been 
changed  tq  the  degree  that  when  a director  or  a stockholder  performs 
some  pernicious  act,  fraud,  shall  we  say,  creditors  can  sue  him  per- 

Mr. ''Coles.  In  the  event  of  fraud,  you  can  be  sued  for  anything,  ir- 
respective^ of  the  notes.  But  in  the  normal  course  of  business  events, 
in  the  absence  of  fraud,  was  there  any  liability  for  these  bank  loans 
upon  the  incorporators  or  stockholders  of  this  company  ? 

Mr.  AiNSLow.  There  was  no  personal  endorsement. 

Mr.  CqLES.  In  other  .words,  the  bank  loans  were  the  loans  which 
financed  those  receivables  that  you  spoke  of,  is  that  not  correct  ? 

Mr.  Ainslow.  That  is  not  correct,  because,  as  I told  you,  in  order 
to  save  interest  for  the  United  States  Government  and  ourselves,  we 
utilized  our  funds  before  we  utilized  the  banking  agreement. 

. Mr.  Coles.  Your  funds  were  the  $600  left  in  capital  stock  after  Oc- 
tober 194j3,  plus  the  earnings  that  you  made  from  Government  con- 
tracts, is  that  not  correct?  . , 

^ Mr.  AiJnslow.  And  plus  the  $200,000  that  Thompson- Starrett  put 

there 

Mr.  Coles.  Which  was  not  reimbursable  from  the  Government. 

• Did  you  pledge  for  those  bank  loans  any  collateral  ? # 

Mr.  Ainslow.  Yes;  we  did. 

Mr.  Coles.  What  was  the  collateral  you  pledged? 
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Mr.  Ainslow.  We  pledged  the  accounts  receivable  arising  under  our 
contracts. 

Mr.  Corns.  So  that  actually,  as  collateral,  and  the  thing  for  which 
the  bank  lent  the  money,  was  that  they  had  a lien  on  receivables  from 
the  Government;  is  that  not  correct? 

Mr.  Ainslow.  That  is  correct. 

Mr.  Coles.  Now,  you  quoted  a moment  ago  the  act  which  states 
that  you  can  have  7 percent  return  on  the  volume  of  business  you  do, 
is  that,  correct  ? 

. Mr.  Ainslow.  I did  not  quote-  the  act.  1 quoted  the  committee’s 
report. 

Mr.  Coles.  And  that  is  the  Vinson-Trammel  Act  of  1934,  is  it  not  ? 

Mr.  Ainslow.  I believe  so. 

Mr.  Coles.  And  someone  mentioned — I believe  it  was  Mr.  Kaiser,  a 
couple  of  days  ago,  or  Mr.  McCone  ; excuse  me — that  under  the  Mer- 
chant Marine  Act  of  1936  you  are  allowed  10  or  11  percent  profit,  is 
that  correct?  : 

Mr.  Ainslow*.  I believe  so. 

Mr.  Coles,  You  are  familiar,  I presume,  with  these  hearings  in 
1944,  in  which  Admiral  Land  testified? 

Mr.  Ainslow.  Yes,  sir. 

Mr.  Coles.  And  you  cited  to  the  committee  certain  facts  that  Ad- 
miral Land  stated ; is  that  correct  ? 

Mr,  Ainslow.  res,  sir. 

Mr.  Coles.  Did  you  neglect  to  mention  what  Admiral  Land  had  said 
about  the  applicability  of  the  Vinson-Trammell  Act  and  the  Merchant 
Marine  Act;  of  1936  percentages  as  they  referred  to  these  shipbuilding 
contracts  ? 

Mr.  Ainslow*.  I do  not  follow  your  question. 

",  Mr.  Coles.  I will  rephrase  it,  because  it  is  complicated. 

After  referring  to  the  percentage  as  justification  for  the  situation 
involving  St.  Johns,  the  percentage  that  they  made,  you  mentioned 
that  the  Vinson-Trammell  Act  allowed  a 7-percent  profit.  Now,  you 
■also  quoted  Admiral  Land  in  several  instances,  on  what  his  testimony 
was  in  1944.  Did  you  neglect  to  tell  this  committee  what  his  testi- 
mony was  in  1944  concerning  the  applicability  of  the  Vinson-Trammell 
Act  and  its  7 percent  on  volume  ? 

Mr.  Ainslow.  Well,  I neglected  to  tell  the  committee  a great  many 
other  things  that  are  contained  in  that  report. 

Mr.  Coles.  Docs  this  refresh  your  recollection 

Mr.  Ainslow.  And  I would  very  much  appreciate  it  if  you  would 
tell  me  what  Admiral  Land  did  say. 

The  Chairman.  I think  w*e  had  better  ask  him  w*ho  said  so-and-so. 

Mf.  Coles.  Do  you  recall  Admiral  Land  having  testified  as  follows 
[reading] : 

Mr.  Zjncke  (who  was  previously  general  counsel).  Admiral,  at  the  time  of 
the  passage  of  the  Vinson-Trammell  Act  and  the-Merchant  Marine  Act  of  1936,  the 
common  and  accepted  method  of  contracting  for  ships  was  in  general  a lump-sum 
contract  -on  bids  in  a private  shipyard,'  is  that  correct? 

Admiral  Land.  That  is  true — after  advertisement.  That  was  a statutory  re- 
quirement in  those  days. 

Mr.  Ztncke,  These  were  private  yards,  and  the  contractor  assumed  the  re- 
sponsibility for  any  loss  incurred  by  reason  of  his  construction? 

Admiral  Land.  That  is  true. 
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Mr.  Zincke,  And  the  Vinson- Trammell  Act  and.  the  Merchant  Marine  Act  of 
1S>3<5  did  not  refer  to  the  type  of  construction  which  would  be  undertaken  in  the 
Liberty  yards? 

Admiral  Land.  Naturally  not.  That  is  an  axiomatic  answer.  It  did  not  be- 
cause we  did  not  have  any  such  conditions  existing. 

Does  tlnjt  refresh  your  recollection  ? 

Mr.  AiNjSLOw,  I do  not  recall. 

Mr.  Cot/es.  It  is  on  page  44  of  those  hearings. 

Mr.  Bradley.  Is  it  not  true  that  the  Vinson-Trammell  Act  did  not 
say  that  you  should  have  7 percent;  it  said  you  could  not  exceed  7 
percent  or  your  contract.  Is  that  not  correct?  I am  asking  counsel. 

Mr.  Coles.  My  recollection  is  that  that  is  correct,  and  my  recollec- 
tion is  that  the  1936  Merchant  Marine  Act  likewise  said  it  shall  not 
exceed  10  percent. 

Mr.  Bradley.  It  does,  not  guarantee  any  7 percent. 

Mr.  Coles.  I think  the  facts  speak  for  "themselves. 

Was  there  any  investment  by  St.  Johns  in  the  yard  here? 

Mr.  Ainslow.  Exclusive  of  property,  no. 

Mr.  CoLps.  Was  there  any  risk  taken  under  the  cost-plus  contracts 
which  the  St.  Johns  people  had  ? 

Mr.  Ainslow.  Yes;  very  definitely. 

Mr.  CoLps.  What  was  the  risk  ? 

Mr.  Ainslow.  The  risk  was  that  transactions  entered  into  in  order 
to  get  the  ships  built  often  turned  out  to  be  nonreimbursable  transac- 
tions. | , 

Mr.  Coles.  What  was  the  extent  of  your  nonreimbursable  items? 

Mr.  Ainslow.  $1,185,000. 

Mr.  Coles.  And  what  were  the  major  nonreimbursable  items? 

Mr.  Ainslow.  They  were  made  up  of  many  hundreds  of  items. 

Mr.  Corps.  What  were  the  major  ones? 

Mr.  Ainslow.  Some  of  the  captions  are  “Interest  on  bank  loans,” 


“Interest  pn  debentures.” 

:jles.  You  are  c< 


that  the  Government 


Mr.  Coles.  You  are  contending,  are  you, 
should  liaye  pai  d you  interest  on  the  $600,000  ? 

Mr.  Ainslow.  1 contended  no  such  thing.  I said  these  were  our 
expenses  Of  doing  business  which  were  not  reimbursable  under  the 

contract.  : . 

Mr.  Coles.  This  $600,000  was  an  expense  of  doing  business,  rather 

than  an  investment?  , 

Mr.  Ainslow.  I did  not  mention  $600,000. 

Mr.  CorjES.  That  is  what  was  invested. 

Mr.  Ainslow.  The  figure  happens  to  be  $45,000. 

Mr.  Coles.  You  are  saying  that  the  interest  on  the  debentures  was  a 
cost  of  doing  business  ? 

Mr.  Ainslow.  It  was  part  of  the  cost  of  handling  those  contracts. 

Mr.  Coles.  And  you  still  contend  that  until  October  1943  the 
debenture^  were  an  investment  of  capital  ? 

Mr.  Ainslow.  Yes. 

Mr.  Coles.  What  are  the  other  major  items?  ( 

Mr.  Ainslow.  The  largest  one  is  the  $200,000  which  I mentioned  in 
my  presentation.  , 

'Mr.  Coles.  To  a subsidiary  company  ? 

Mr.  Ainslow.  F or  getting  a yard  built. 

Mr.  Coles.  To  a company  which  owned  the  controlling  interest  m 
the  stock  at  the  time  the  yard  was  built? 
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Mr.  Ain-slow.  Yes. 

Mr.  Coles.  So  it  is  taking  it  out  of  one  pocket  ancl  giving  it  to 
another ; and  you  think  that  is  risk  ? 

Mr.  Ainslow.  I should  not  say  that  it  has  been  taken  out  of  one 
pocket  and  given  to  another.  There  were  other  stockholders  than 
Thompson-Starrett  involved  in  the  St.  Johns  River  Shipbuilding  Co. 

Mr.  Coles.  What  percentage  of  the  stock  of  your  company  was 
owned  by  Thompson-Starrett  executives? 

Mr.  Ainslow.  Thirty-three  and  one-third  percent,  for  a while. 

Mr.  Coles.  Afterward,  how  much? 

Mr.  Ainslow.  None. 

Mr.  Coles.  What  are  the  major  nonreimbursables  ? 

Mr.  Ainslow.  Organization  expense. 

Mr.  Coles.  You  feel  the  Maritime  Commission  should  pay  you 
for  organizing  the  corporation  ? 

Mr.  Ainslow,  May  I make  it  clear  that  in  reading  these  I am  not 
stating  in  any  way  that  I expected  the  Maritime  Commission  to  pay 
them.  I merely  say  that  in  order  to  conduct  this  operation  we  had 
to  incur  these  expenses. 

Mr.  Coles.  Are  you  not  saying  that  these  were  a risk  that  you  were 
taking  ? That  is  my  basic  question. 

Mr.  Ainslow.  I am  afraid  I did  not  make  myself  clear.  The  risk 
is  not  the  expenses  that  we  incur  in  order  to  carry  on  this  business  but 
which  are  denied  us  for  reimbursement  by  the  terms  of  our  contract. 
The  risks  are  the  items  which  we  fully  expected  to  be  reimbursed  for 
and  were  not 

Mr.  Coles  (interposing).  And  these  are  the  items? 

Mr.  Ainslow.  They  are  contained  in  the  figures  that  I have  listed 
in  this  statement. 

Mr.  Coles.  I would  like  to  put  that  in  the  record,  if  I may. 

The  Chairman.  What  are  you  putting  in  the  record? 

Mr.  Coles.  This  is  the  break-down  of  the  nonreimbursables  by 
the  St.  Johns  Shipbuilding  Co. 

Mr.  Bradley.  Is  that  agreeable  to  the  witness  ? 

Mr.  Weiciiel.  That  paper  belongs  to  the  witness,  I think. 

Mr.  Ainslow.  I prefer  that  it  not  be  put  in  there. 

Mr.  Weiciiel.  We  can  question  you  about  it.  That  is  your  paper, 
and  I think  you  are  entitled  to  it.  I do  not  think  we  have  any  right 
to  take  it  away  from  you. 

Mr.  Coles.  May  we  have  a copy  of  it? 

Mr.  Ainslow.  I would  prefer  not.  I am  perfectly  willing  to  read 
out  the  figures  for  your  record. 

Mr.  Coles.  What  is  your  objection  to  its  being  put  in  the  record? 

Mr.  Weichel.  I do  not  think  it  makes  any  difference.  That  is 
his  own  paper. 

Mr.  Coles.  Another  thing  you  stated,  to  get  away  from  that  for  a 
moment,  was ' 

Mr.  Ainslow  (interposing) . You  interrupted  me  in  my  last  answer. 

Mr.  Coles,  Finish  it,  if  you  will. 

Mr.  Ainslow.  The  items  of  risk  were  daily  occurrences.  There  was 
scarcely  a day  went  by  that  we  did  not  have  to  argue  with  the  Maritime 
Commission  to  be  reimbursed  for  some  expense  that  we  in  good  faith 
incurred  in  carrying  out  the  contract.  But  because  of  some  regulation 
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or  other,  which  regulations  were  constantly  being  published,  the  item 
was  considered  to  be  nonreimbursable,  and  throughout  the  entire 
period  of  our  contracts  there  was  the  constant  threat  that  the  non- 
reimbursable potential  might  exceed  the  profits  and  consequently  go 
into  the  capital . 

Mr.  Codes.  Now,  Mr.  Ainslow,  you  had  cost-plus-fixed-fee  contracts ; 
is  that  correct? 

Mr.  AiKslow.  We  had  cost  plus  variable  fees. 

Mr.  Conns.  And  those  were  the  only  type  of  contracts  you  had  ? 

Mr.  Ain|slow.  Aside  from  the  ones  that  we  are  now  operating  under. 

Mr.  Coles.  Is  it  your  contention  that  under  the  cost  plus  fixed  fee, 
or,  as  you!  put  it,  cost  plus  variable  fee,  which  I assume  is  the  same 
thing,  you; had  a substantial  risk? 

Mr.  AiifSLOw.  I state  that  very  definitely — that  we  had  a substan- 
tial risk. 

Mr.  CoijES.  You  mentioned  a few  minutes  ago  that  in  your  opinion 
the  amount  of  capital  invested  in  the  corporation  had  no  bearing  what- 
soever upon  its  profits.  Did  I understand  you  correctly  ? 

Mr.  Ainslow.  Yes. 

Mr.  Coles.  Does  the  renegotiation  law  take  as  one  or  two  of  its  seven 
factors  the  amount  of  private  or  public  capital  invested  in  the  enter- 
prise ? 

Mr.  AiifSLow.  Generally ; yes._ 

Mr.  Colls.  Specifically,  does  it?' 

Mr.  Ainslow.  In  our  case  I do  not  believe  that  that  factor  had  any 
bearing. 

Mr.  Coles.  I asked  you  if  the  renegotiation  law  includes  the  amount 
of  capital  invested  as  one  of  the  seven  factors. 

Mr.  AiifSLow.  Yes. 

Mr.  Coles.  In  figuring  excess  profits  under  the  excess-profits  tax 
alone  are  {he  two  bases  not  (1)  invested  capital  and  (2)  earnings  over 
the  previous  base  period  ? 

Mr.  Atnslow.  Yes. 

Mr.  Coles.  A.nd  in  your  case  you  had  no  previous  base  period  for  the- 
St.  Johns  Co.  ? 

Mr.  Ainslow.  That  is  right. 

Mr.  Coles.  So,  for  the  excess-profits  law  the  only  base  was  the 
amount  of  invested  capital  ? 

Mr.  AiijrsLow'.  Yes. 

Mr.  Coles.  A,.fter  1943  the  only  invested  capital  was  $600,  plus  what 
you  term  ‘-earnings  from  shipbuilding” ; is  that  correct? 

Mr.  Ainslow.  It  is  not,  to  this  degree — that  in  computing  excess 
profits  one  is  given  some  credit  for  borrowed  capital. 

Mr-.  Coles.  But  is  invested  capital  not  the  essential  test  of  the 
excess-prcjfits  law  ? 

Mr.  Ainslow.  In  our  case  it  was  not,  because  our  borrowed  capital 
was  so  mqch  greater  than  our  invested  capital. 

Mr.  Co|les.  You  also  attacked  Mr.  Casey  a moment  ago  on  the 
ground  that  he  said  the  Comptroller  General's  office  could  not  audit 
your  accounts.  Did  he  not  merely  testify  that  they  could  not  audit 
a renegotiation  agreement  ? 

Mr.  Ainslow-.  He  may  have  specifically  said  that,  but  the  under- 
standing that  I got — and  I know  that  my  colleague  got  the  Same- 
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understanding  from  him — the  inference  was  that  the  GAO  auditors 
wTere  not  permitted  to  audit  those  records. 

Mr.  Coles.  I suggest  that  you  read  Mr.  Casey’s  statement.  I be- 
lieve you  will  find  that  he  merely  stated  that  they  did  not  have  the 
power  to  audit  renegotiation  records.  Does  anything  you  say  differ 
with  that  ? Do  you  know  whether  or  not  they  audited  the  renego- 
tiation agreements  with  St.  Johns? 

Mr.  Ainslow.  We  have  had  only  one  agreement.  If  my  memory 
serves  me  correctly,  I furnished  to  the  resident  GAO  auditor  a copy 
of  that  agreement. 

Mr.  Coles.  Did  they  have  the  power  to  go  back  into  the  figures 
upon  which  the  renegotiation  was  based  ? 

Mr.  Ainslow.  I don’t  know. 

Mr.  Coles.  In  other  words,  your  attack  on  Mr.  Casey  is  rather 
“up  in  the  air” ; is  that  correct? 

Mr.  Ainslow.  I would  not  say  that.  It  was  my  impression 

The  Chairman.  I think  that  is  a matter  of  argument. 

Mr.  Coles.  I just  want  to  be  fair  to  Mr.  Casey,  Mr.  Chairman. 

The  Chairman.  That  may  be  true,  but  it  is  a question  of  deduction. 

Mr.  Coles.  Now,  Mr.  Ainslow,  the  contract  between  the  St.  Johns 
River  Shipbuilding  Co.  and  the  Maritime  Commission  provided  for 
the  building  of  a shipyard,  did  it  not  ? 

Mr.  Ainslow.  Yes.  * 

Mr.  Coles.  And  did  that  contract  not  state  that  the  St.  Johns  River 
Shipbuilding  Co.  should  make  no' profit  on  the  construction  of  that 
shipyard  ? 

Mr.  Ainslow.  Yes. 

Mr.  Coles.  And  did  not  the  St.  Johns  River  Shipbuilding  Co.  agree 
to  that?  b e 

Mr.  Ainslow.  Yes. 

Mr.  Coles.  Did  Thompson-Starrett  have  a controlling  interest  in 
the  St.  Johns  Co.  at  the  time  that  contract  was  entered  into? 

Mr.  Ainslow.  It  owned  a third  of  the  stock. 

Mr.  Coles.  Was  not  that  the  controlling  stock  at  that  time? 

Mr.  Ainslow.  It  controlled  the  board;  yes,  it  did. 

Mr.  Coles.  Did  the  St.  Johns  River  Shipbuilding  Co.  not  enter 
into  a contract  with  this  controlling  parent  corporation  under  which 
the  controlling  parent  corporation,  Thompson-Starrett,  would  build 
the  yard? 

Mr.  Ainslow.  Yes. 

Mr.  Coles.  Did  not  Thompson-Starrett  submit  a bill  of  $300,000 
for  its  fee? 

Mr.  Ainslow.  Rather  than  stating  they  submitted  a bill,  they  signed 
a contract  with  St.  Johns,  and  that  contract  bore  the  full  approval 
of  the  Maritime  Commission  and  was  no  different  from  numerous 
other  subcontracts  that  were  entered  into  by  St.  Johns. 

Mr.  Coles.  Did  that  subcontract  provide  for  the  payment  of  a 
$300,000  fee? 

Mr.  Ainslow.  Are  you  referring  to  the  contract  between  St.  Johns 
and  Thompson-Starrett? 

Mr.  Coles.  I am. 

Mr.  Ainslow.  I distinguish  because  there  is  a subcontract  for  ap- 
proval of  the  Maritime  Commission  which  called  for  $100,000  fee. 
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Mr  Coles  Did  the  contract  between  St.  Johns  and  Tliompson- 
Starrett  provide  that  the  Thompson-Starrett  Co.  would  receive  a 
$300,000  fee  for  building  the  yard? 

Mr.  Ajnslow.  It  did.  , „ 

Mr.  Coles.  And  did  the  St.  Johns  Co.  not  submit  this  bill  to  the 
Maritime  Commission  and  include  that  $300,000  as  an  expense  of 
building  the  facility  ? 

Mr.  AiN.sr.ow.  It  did  not. 

Mr.  Coirs.  Did  it  submit  $100,000  ? 

Mr.  Coles.  And  was  Thompson-Starrett  paid  $100,000  out  of  funds 
supplied j by  the  Maritime  Commission,  which  $100,000  was  a fee  for 
building  the  yard? 

Mr.  Ainst.ow.  It  was.  . . . ,,  , , , c, 

Mr  Coles.  So  that,  despite  the  provision  m the  contract  that  bt. 
Johns  would  not  make  a profit  on  the  construction  of  the  yard,  this 
controlling  parent  company  made  $100,000  on  the  building  of  this 
yard.  Is  that  correct  ? 

Mr  Coles°  The^Maritime  Commission  put  in  $17,000,000,  into  the 
build ing  of  the  yard.  Did  the  St.  Johns  Shipbuilding  Co.  put  m a 
penny  ? ; 

Mr.  AInslow.  Ho,  sir.  . . ,,  , 

Mr  Coles  The  $200,000  which  was  nonreimbursable  and,  as  a 
matter  of  fact,  all  of  those  nonreimbursables  were  deducted  from  your 

income-tax  liability,  were  they  not?  , . 

Mr  Ainslow.  It  is  a far  cry  from  deducting  them  from  your  in- 
come tax  and  getting  them  passed  by  the  Bureau  of  Internal  Revenue. 
Mr.  Coles.  How  much  of  those  nonreimbursables  were  passed  by 

the  Bureau  of  Internal  Revenue?  , , , , ,, 

Mr.  Ainsi.ow.  We  have  not  yet  had  an  audit  conducted  by  the  bu- 
reau for  any  of  our  fiscal  years.  , „„ 

Mr.  Coles.  Are  you  contending  thftt  they  should  be  allowed,  as 
deductions? 

Mr.  Atnslow.  I believe  they  should,  because  each  and  every  one  was 

a necessary  business  expense.  , • , 

Mr.  Coles.  So  that  the  Government  will  pay  a large  percentage  if 
this  is  allowed  as  you  contend?  ■ 

Mr.  Ainslow.  We  can  be  specific  about  it.  If  allowed,  72  percent 

of  it  will  not  be  paid  in  taxes. 

Mr.  Coles.  So  that  the  Government  will  pay  72  percent  if  your 
contentions  are  agreed  to;  is  that  correct? 

Mr.  Ainslow.  Yes. 

Mr.  Coles.  What  are  the  maximum  fees  permitted  under  your 

contract?  . , , . . . . „ 

Mr.  Ainslow.  At  what  point  and  which  contract  f 
Mr.  Coles.  Under  all  cost-plus  contracts. 

Mr.  Ainslow.  They  were  not  all  the  same. 

Mr.  Coles  . What  was  the  total  of  the  fees  under  all  the  contracts, 

the  maximum?  . , 

Mr.  Ainslow.  I am  afraid  that  I will  have  to  refer  to  the  con- 
tracts in  order  to  give  the  maximum. 
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Mr.  Coles.  That  can  be  furnished  later,  if  you  jwish. 

Mr,  Ain-slow.  I can  give  you  the  minimum.  The  minimum  was 
$900,000  on  the  30-ship  contract.  It  was  $1,000,000  on  the  52-sliip 
contract.  It  was  $240,000  on  the  12-ship  contract. 

Mr.  Coles.  Making  a total  of  $2,222,000 ; is  that  correct  ? 

Mr.  Ainslow.  . $2,220,000  is  correct. 

Mr.  Coles  Mr.  Ainslow,  you  testified  that  what  this  Company 
brought  was  not  money  to  this  organization,  but  it  brought  the  ability 
and  the  efficiency  of  a shipbuilding  group.  Is  that  correct? 

Mr.  Ainslow.  Plus  a heavy  construction  group. 

Mr.  Coles.  So  your  position  is  that  what  they  brought  was  ability 
to  build  large  ships ; is  that  correct  ? • 

Mr.  Ainslow.  Yes,  sir. 

Mr.  Coles.  W as  there  a provision  in  your  contracts  that  for  every 
day  which  you  were  late  in  delivery  of  a ship  there  would  be  a 
penalty  of  $400  deducted  from  your  fee  ? 

Mr.  Ainslow.  Yes. 

Mr.  Coles.  Was  your  company,  with  its  shipbuilding  efficiency, 
not  2,940  days  late  in  its  delivery  or  ships? 

Mr,  Ainslow.  The  fact  of  the  matter  is  that  we  were  several 
hundred  days  early. 

Mr.  Coles.  I should  like  to  read  into  the  record,  Mr.  Chairman, 
at  this  time  a letter  to  Mr.  W.  L.  Slattery,  general  auditor  of  con- 
struction, from  Mr.  A.  D.  Burrowes,  unit  head,  dated  September  11, 

1945,  on  the  subject  of  renegotiation — St.  Johns  River  Shipbuilding 

Co. — contract  MCc-34743,  one  of  their  contracts 

Mr.  Ainslow.  May  I interrupt?  We  did  not  have  such  a contract. 

Mr.  Bradley.  What  is  that  number  ? 

Mr.  Coles.  34743. 

Mr.  Bradley.  It  is  not  shown  on  Mr.  Slattery’s  records  that  he 
gave  the  committee. 

Mr.  Coles.  It  was  furnished  me  by  Mr.  Slattery,  with  a note  to  Mr. 

Gennett,  saying — 

Attached  are  copies  of  agreement  dated  September  11,  1945,  re  Renegotiation 
of  St.  Johns  River  Shipbuilding  Oo.  contract  MCc-34743  as  per  your  telephone 
request  of  September  16,  1945. 

That  is  signed  “W.  L.  Slattery,  Director,  Divisions  of  Accounts.” 

Mr.  Weichel.  Mr.  Chairman,  I think  if  we  are  going  to  make 
a practice  here  of  putting  in  exhibits  by  somebody,  having  counsel 
pull  them  out  of  his  pocket  and  lay  them  on  the  table,  we  should 
have  the  people  here  who  are  responsible  for  those  exhibits.  I would 
like  to  see  the  people  responsible  for  them  placed  on  the  stand  and 
examined. 

Mr.  Bradley.  That  is  the  number  of  the  renegotiation  contract. 

Mr.  Coles.  I presume  that  is  true. 

Mr.  Bradley.  That  is  the  one  that  was  originally  MCc-2427. 

Mr.  Coles.  I should  like  to  read  the  letter.  It  reads  as  follows 
[reading]  : 

On  December  9,  1944 — 

That  is  after  the  debentures  had  all  been  paid — 

tlie  Oomrnissimi  entered  into  a clearance  agreement  with  St.  Johns  River  Ship- 
building Company,  designated  MCc-34743,  under  which  total  profits  were  allowed 
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the  Shipbuilder  in  the  sum  of  $900,000  for  services  performed  under  Contract 
MCc-2427,  in  construction  of  30  EC-2  Vessels.  The  fees  allowed  represent 
payment  o|i  a minimum  basis  and  the  contractor  has  waived  claim  for  any 

compensation  in  excess  of  that  amount.  , , . 

Article  8}  paragraph  A,  of  the  Vessel  Construction  Contract,  reads,  in  part,  as 

if  delivery  of  any  vessel  is  delayed  beyond  the  delivery  date  stipulated 
therefor  in  Article  5 hereof,  then  the  base  fee  payable  to  the  Contractor  under 
the  provisions  hereof  with  respect  to  said  vessel  shall  be  decreased  to  cover 
fixed,  agreed,  and  liquidated  damages  (and  not  as  a penalty ) for  delay  in  deliveiy 
of  each  suph  vessel  an  amount  equal  to  $400  for  each  and  every  calendar  day 

°f  Elapsed  time  between  the  contract  date  of  delivery  of  each  hull  and  the 
actual  date  of  delivery  of  each  hull  indicates  delayed  deliveries  in  the  aggregate 
of  2,940  days. 

That  is  signed  “A.  D.  Burrowes.” 

Does  that  refresh  your  memory?  , ,, 

The  Chairman.  Is  that  a communication  from  Mr.  Slattery  to  the 

witness  ? 

Mr.  Coles.  No,  sir. 

The  Chairman.  It  is  a communication  to  counsel  ? 

Mr.  Coles.  No,  sir.  It  is  a communication  to  Mr.  Slattery  from 
one  of  his  unit  heads,  which  was  submitted  to  the  committee  upon 
request  of  Mr.  Gennett,  assistant  counsel.  , . 

The  Chairman.  If  there  is  any  question  about  it,  it  will  be  intro- 
duced by!  Mr.  Slattery  presenting  himself  for  cross-examination,  and 
if  there  (ire  any  questions  about  it  he  can  answer  just  as  he  pleases. 

Mr.  AiInslow.  I would  like  to  make  this  statement.  Although  one 
of  the  clauses  of  the  contract  has  been  read  and  one  part  of  this 
computation  has  been  put  into  the  record,  there  has  been  no  mention 
whatsoever  of  the  fact  that  in  our  contract  there  is  a force  m a] euro 
clause  arid  credits  are  allowed  for  changes  in  plans  and  specifications. 
Our  technical  people,  working  with  the  technical  people  of  the  Mari- 
time Commission,  based  upon  a daily  log  record  of  everything  that 
went  on  in  the  yard,  determined  that  we  actually  delivered  our 
ships  faster  than  the  contract  required.  We,  however,  waived  any 
right  to  the  $400  per  day  premium  for  delivering  them  earlier,  and 
also  waived  the  right  to  an  adjustment  of  the  base  fee,  a premium 
of  50  cents  for  hours  saved.  That  is  the  whole  story  of  when  we 

delivered  our  ships.  , ,,  , . 

Mr.  Coles.  Mr.  Chairman,  in  view  of  Mr.  Weichel’s  statement  and 
in  view  of  Mr.  Ainslow’s  statement,  may  I digress  for  a moment  to  sub- 
mit this  to  Mr.  Slattery  ? 

The  Chairman.  You  can  submit  it  to  him,  but  I am  not  going  to 
interrupt  this  hearing  now  to  permit  Mr.  Slattery  to  testify.  If  you 
have  anything  to  produce  you  can  produce  it  when  Mr.  Slattery  testi- 
fics.  l 

Mr.  CpLES.  This  is  over  Mr.  Slattery’s  signature;  so  I would  like 
permission  to  put  it  into  the  record.  . . , 

Mr.  Ainslow.  Can  I not  point  out  the  fact  that  the  Commission  has 

other  records  to  submit - . , t 

The  Chairman.  I think  it  is  a convenience  to  show  you  what  they 
are  going  to  introduce.  If  you  want  to  make  any  statement  in  rebuttal 
it  would  be  proper  testimony.  I do  not  see  how  we  can  handle  halt  a 
dozen  witnesses.  We  tried  to  do  it  the  other  day  and  there  was  con- 
fusion all  the  time. 
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Mr.  Ainslow.  May  I not  say,  again,  that  if  that  is  to  be  filed  with 
the  record,  the  force  majeure  records  should  go  along  with  it,  and  the 
changes  in  plans  and  specifications  records. 

The  Chairman.  Anything  you  specify  will  be  introduced. 

.Mr.  Coles.  Will  you  supply  that?  Or  we  can  ask  the  Commission 
to  supply  it. 

Mr.  Weighed.  Why  should  not  the  Commission  supply  its  records? 

Why  should  you  ask  some  shipbuilder  to  come  in  and  supply  records 
that  the  Government  has? 

The  Chairman.  In  my  view,  it  is  a convenience  to  the  present  wit- 
ness to  give  him  an  opportunity  to  testify  with  reference  to  them ; and 
that  is  the  purpose  of  counsel’s  interrogatory  to  him.  It  may  save  him 
the  trouble  and  expense  of  coming  back  if  he  wants  to  introduce  any- 
thing' to  explain  or  modify  it. 

Mr.  Ainslow.  I do  not  wish  to  introduce  anything  here.  I just 
believe  that  the  full  record  should  be  introduced  by  counsel,  and  not 
one  part  of  it. 

Mr.  Coles.  Mr.  Chairman,  I assure  you  that  this  is  the  only  record 
I have,  the  only  record  I knew  of,  and  the  only  record  I know  of  at  the 
moment. 

Mr.  Ainslow.  You  read  this  contract  and  you  knew  there  were 
force  majeure  clauses  and  changes  in  plans  and  specifications  clauses. 

Mr.  Coles.  I beg  your  pardon ; the  contract  has  not  been  read. 

Mr.  Ainslow.  I should  think  it  wo|uld  be  part  of  the  procedure  to 
read  the  contract. 

Mr.  Coles.  Is  it  your  contention  that  this  figure  of  2, 940  days  late  in 
delivery  of  the  vessels  under  this  one  contract,  MCc-2427,  is  incorrect? 

Mr.  Ainslow.  I say  it  is  incorrect. 

Mr.  Coles.  Will  you  offer  us  any  facts  you  have  to  substantiate  that? 

Mr.  Ainslow.  I refer  you  to  contract  2427,  the  force  majeure 
clause  and  the  changes  in  plans  and  specifications  clauses,  all  of  which 
must  be  taken  into  consideration  when  you  compute  whether  or  not 
you  delivered  a ship  on  time. 

Mr.  Coles.  Were  you  late  in  delivery  of  those  ships  as  provided  by 
the  contract  date? 

Mr.  Ainslow.  We  were  not  late  as  provided  by  the  contract. 

Mr.  Coles.  What  was  the  date  of  delivery  specified  in  the  contract? 

The  Chairman.  Have  you  a copy  of  the  contract  ? 

Mr.  Ainslow.  I have  it  right  here,  sir. 

The  Chairman.  I am  not  calling  on  you  to  introduce  it.  If  you 
want  it  introduced  you  can  do  it. 

Mr.  Ainslow.  The  anticipated  delivery  date,  which  date  was  set 
prior  to  the  commencement  of  the  construction  of  the  yard,  stated  in 
the  contract  for  the  last  of  the  80  ships,  was  December  81,  1943. 

I should  like  to  refer  to  another  statement  and  give  you  the  exact 
delivery  date. 

Mr.  Coles.  Will  you  do  that,  please? 

Mr.  Herter.  May  I interrupt  with  a question  at  this  point  ? 

The  Chairman.  Yes. 

Mr.  Herter.  As  I understood  the  earlier  testimony,  the  renegotiated 
fees  given  to  this  witness  in  connection  with  this  particular  contract 
were  $30,000  per  ship. 

Mr.  Coles.  Yes ; which  was  the  minimum. 
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Mr.  Hester.  On  the  balance  of  the  ships  he  received  $20,000, 
roughly,  on  each  ship.  I am  trying  to  find  out  what  your  line  of 
questioning  is  developing. 

Mr.  Coifs.  My  point  is  that  Mr.  Ainslow  brought  out,  first,  that 
invested  capital  had  no  relation  to  the  factor  of  their  profits.  I am 
trying  to  bring  out  that  it  did.  He  stated  that  they  had  more  than 
$600,000  invested,  and  I am  trying  to  verify  the  $600,000,  and  I think 
I have.  Ljastly  he  said  that  the  greatest  contribution  was  their  ability 
to  build  ships  a.nd  get  them  done ; and  I am  showing  that  they  were 
2,940  days  ;late  on  the  delivery  of  those  ships. 

Mr.  Hester.  On  the  other  hand,  is  it  not  fair  to  the  witness,  if  he 
claims  that  there  was  delay  in  delivery  of  materials  and  engines,  and 
so  forth  ,t<j)  permit  him  to  show  that  he  was  not  late  in  his  deliveries  ? 

Mr.  CopES.  I think  he  has  an  opportunity  now  to  correct  it.  You 
understand,  of  course,  that  these  figures  are  figures  given  us  by  the 
Maritime  Commission,  and  we  are  forced  to  rely  upon  them.  These 
are  not  figures  that  we  have  drawn  out  of  a hat  or  picked  ourselves. 

Have  yQu  been  able  to  find  the  delivery  date? 

Mr.  Ainslow.  Yes;  I have  it.  No  one  gave  us  any  idea  of  what 
papers  to  Wing  up  here.  As  I said  before,  the  30  ships  were  antici- 
pated to  be  delivered  December  31,  1943.  We  delivered  the  whole  30 
February  8,  1944. 

Mr.  Coi.es.  Was  that  the  hull  or  the  completed  ship  ? 

Mr.  Ainslow.  The  ship. 

Mr.  Cores.  What,  was  the  estimated  date  of  the  delivery  of  the  first 
ship  ? _ 

Mr.  Ainslow.  Force  majeure  and  changes  in  plans  and  specifications 
shown  right  in  the  Maritime  Commission  records  indicate  that  that 
ship  was  delivered  earlier  than  the  contract  called  for. 

Mr.  Coles.  What,  about  the  first  ship,  Mr.  Ainslow  ? 

Mr.  Ainslow.  The  first  ship  was  scheduled  for  delivery  December 
15,  1942.  | The  first  ship  was  delivered  April  30,  1943.  And,  again, 
the  records  of  the  Maritime  Commission  will  show  that  the  exercise  of 
force  maj$ure  and  the  changes  in  plans  and  specifications  indicate  that 
all  of  these  ships  were  delivered  earlier  than  the  contract  called  for. 

Mr.  Bradley.  How  many  changes  were  made  in  the  Liberty  ships 
after  you  jstarted  in  1942,  outside  of  putting  on  gun  mounts  ? 

Mr.  Ainslov/.  Instead  of  “how  many  changes”  may  I answer  you 
by  saying  that  the  changes  in  plans  and  specifications  on  the  52  ships, 
which  wepe  later  than  the  30  ships,  required  1,366,000  man-hours  in 
our  yard,;  and  the  Maritime  Commission’s  records  conform  to  that 
statement} 

Mr.  Bradley.  Were  they  major  changes? 

Mr.  Ainslow.  They  were  major  and  minor  and  very,  very  numerous. 

Mr.  CopES.  You  spoke  of  the  efficiency  of  your  yard.  Let  us  look 
at  it  fromi  another  point  of  view  as  the  reason  for  its  profits.  We  were 
told  today  that  the  average  builder’s  cost  of  the  North  Carolina  com- 
pany wad  $651,000  per  Liberty  ship.  The  St.  Johns  River  average 
cost  per  Liberty  ship  was  $1,304,000  per  ship.  Is  that  correct? 

Mr.  Ainslow.  On  what  ships  ? 

Mr.  Coles.  On  the  82  ships  you  built,  all  of  them. 

Mr.  Atnslow.  The  figure  that  I have  differs  from  that,  and  the 
source  is  the  final  audit  report. 
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Mr.  Coi.es.  What  is  your  figure  ? 

Mr.  Ainslow.  On  contract  16555  my  figure  in  dollars  is  $1,037,000. 

Mr.  Coi.es.  These  are  Maritime  Commission  figures  which  were  in- 
troduced into  the  record  today.  They  show  not  only  that  the  St. 
Johns  River  shipyard  costs  were  over  double  those  of  North  Caro- 
lina— 

The  Chairman.  Are  you  asking  him  what  his  costs  were,  now  ? 

Mr.  Coles.  No,  sir;  I am  trying  to  put  before  the  committee  that 
they  were  higher. 

The  Chairman.  It  is  already  before  the  committee. 

Mr.  Ainslow.  You  started  to  make  a statement  that  our  costs  were 
higher  than  any  other  yard. 

Mr.  Coles.  I am  not  saying  that. 

Mr.  Ainslow.  It  is  not  the  truth. 

Mr.  (JIoles.  I have  the  Maritime  Commission  figures  here,  to  verify 
my  statement. 

Mr.  Ainslow.  What  is  the  date  ? 

Mr.  Coles.  March  4,  1946. 

Mr.  Herter.  May  I suggest  that  we  refer  to  the  figures  that  were 
introduced  this  morning? 

Mr.  Weiciiel.  All  you  have  to  do  is  to  compare  the  two,  North 
Carolina  $651,000  and  St.  Johns  $1,304,000. 

Mr.  Herter.  On  what  kind  of  ships  ? 

Mr.  Weiciiel.  Liberty  ships. 

(Informal  discussion  off  the  record.) 

Mr.  Ainslow.  I would  like  to  request  counsel  to  state  how  many 
ways  there  are  in  the' North  Carolina  yard. 

The  Chairman.  Counsel  is  not  testifying. 

Mr.  Coles.  What  is  your  Liberty  ship  cost  ? 

Mr.  Ainslow.  I have  a final  audit  report  here  and  I have  an  average 
of  $1,037,178.58. 

Mr.  Coles.  What  does  that  include  ? 

Mr.  Ainslow.  It  includes  material,  labor,  and  overhead. 

Mr.  Coles.  You  mean  that  you  arc  building  a Liberty  ship,  includ- 
ing everything,  for  $1,037,000? 

Mr.  Ainslow.  That  is  what  this  says. 

Mr.  Coles.  That  would  make  you  "the  lowest-cost  producer  in  the 
country,  would  it  not  ? 

The  Chairman.  Can  we  not  draw  conclusions  from  the  statement? 

Mr.  Coles.  I think  we  are  talking  about  different  figures,  and  I 
think  it  is  important  to  bring  out  the  comparison. 

Mr.  Weiciiel.  Put  in  the  record  the  Maritime  Commission’s  sheet, 

Mr.  Coles.  It-  is  in  the  record,  Mr.  Weichel,  as  exhibit  21. 

Would  the  committee  care  to  hear  what  the  figures  are? 

Mr.  Ainslow.  With  the  number  of  ways.  It  makes  a tremendous 
amount  of  difference  how  many  ways  you  have  got. 

Mr.  Coles.  Does  the  committee  care  to  hear  these  figures  ? 

Mr.  Ainslow.  I would  like  to  have  it  put  into  the  record  and  ex- 
amined. 

Mr.  Weiciiel.  The  Maritime  Commission  should  give  all  the  facts 
before  you  make  any  deductions  with  reference  to  this  man  or  any- 
body else.  You  are  pulling  papers  out  of  your  pocket  and  asking 
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him  on  5 minutes’  notice.  I don’t  see  how  anybody  could  answer,  I 
don’t  care,  who  he  is. 

Mr.  Herter.  I suggest  that  counsel  read  those  figures  and  refer  to- 
the  page,  and  may  the  witness  then  be  allowed  to  interpret  those  figures 
himself? 

The  Chairman.  I think  that  is  a very  good  suggestion. 

Mr.  Coles.  These  figures  appear  in  the  Navy  Department  appro- 
priation bill  for  1947,  dated  March  4, 1946,  at  page  159.  They  are  in 
evidence  a|s  exhibit  21.  These  are  the  figures  that  Mr.  Lanier  testified 
about  this  morning. 

The  Chairman.  I understand  you  want  the  witness  to  make  any 
comment  he  wants  to  make. 

Does  the  witness  care  to  make  any  comment  on  those  figures? 

Mr.  Ainslow.  I would  like  to  say  that  to  compare  North  Carolina, 
with  its  is}  ways,  and  St,  Johns,  with  its  6 ways,  is  most  unfair,  because, 
as  you  all;  know,  the  larger  the  facility  the  lower  the  unit  cost.  The 
only  reason  I object  to  these  figures  being  used  is  because  it  is  appar- 
ently a hearing  on  an  appropriation  bill  for  1947,  and  I rather  believe 
that  these;  figures  may  be  estimated.  What  I am  talking  about  is  the 
Maritime  Commission’s  final  audit  report  on  a specific  contract,  not 
averages  cj>r  anything  like  that. 

Mr.  Herter.  You  were  referring  to  a specific  contract  you  had  in 
your  yard;  for  52  ships  ? 

Mr.  Ainslow.  The  last  52. 

Mr.  Herter.  The  average  taken  there  is  for  82  ships,  including 
the  ships  in  the  previous  contract? 

Mr.  Ainslow.  Yes.  I note  this  says  82  ships. 

Mr.  Bradley.  The  same  thing  is  true  of  the  figures  on  North  Caro- 
lina. All  these  figures  are  the  average  cost  of  all  the  Liberty  ships 
that  were, built;  an  average  of  126  ships  built  by  the  North  Carolina 
y&rcl.  I 

' Mr.  Ainslow.  It  is  on  the  average  of  82  ships  built  by  St.  Johns; 
and  I will  point  out  also  that  the  Government  expended  on  the  North 
Carolina  yard  $20,000,000  and  on  the  yard  at  St,  Johns  16 14  million. 
There  is  not  a great  deal  of  difference  between  the  two  yards. 

Mr.  Weictter.  On  the  statement  of  Mr.  Slattery  is  shown  the  aver- 
age cost  bf  Liberty  ships  to  the  Government,  That  is  what  we  are 
interested  in.  There  is  a column  which  counsel  failed  to  mention. 
The  figures  show  higher  than  the  figure  mentioned  by  Mr.  Coles. 

Mr.  A inslotv.  There  is  one  that  shows  $4,000,000. 

The  Chairman.  Are  there  any  further  questions? 

Mr.  Coles.  Yes,  Mr.  Chairman. 

The  Chairman.  Proceed. 

Mr.  Cores.  Air.  Ainslow,  did  the  various  officers  of  this  company 
receive  salaries  which  were  reimbursed  by  the  Maritime  Commission  ? 

Mr.  Ainslow.  Some  were  not  reimbursed  at  all;  others  were  par- 
tially reimbursed. 

Mr.  Coles.  Was  the  president’s  salary  reimbursed  to  the  extent  of 
$12,000  a ;year  ? 

Mr.  Ainslow.  Yes. 

Mr.  Coins.  Was  the  vice  president  reimbursed  to  the  extent  of 
$12,000  per  year? 

Mr.  Ainslow.  One  of  them  was. 
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Mr.  Coles.  Was  the  chairman  of  the  board  reimbursed  to  the  tune 
of  $12,000  per  year  ? 

Mr.  Ainslow.  Yes,  sir.  N 

Mr.  Coles.  Was  the  secretary  reimbursed  to  the  tune  of  $12,000  a 
year  ? 

Mr.  Ainslow.  No.  The  secretary  did  not  get  anything. 

Mr.  Coles.  The  records  show  that  he  did. 

Mr.  Ainslow.  He  happened  to  be  the  general  manager,  and  for 
being  general  manager  he  got  $12,000. 

Mr.  Coles.  Did  the  executive  vice  president  get  $12,000  a year  re- 
imbursed by  the  Commission? 

Mr.  Ainslow.  Yes,  sir. 

Mr.  Coles.  Did  the  comptroller  and  treasurer  receive  $12,000  per 
year  which  was  reimbursed  by  the  Commission  ? 

Mr.  Ainslow.  Yes. 

Mr.  Coles.  Did  other  officers  receive  other  moneys  which  were  re- 
imbursed by  the  Commission? 

Mr.  Ainslow.  Y ou  have  neglected  to  mention  one  other  officer  who 
was  not  reimbursed— Mr.  Benjamin  F.  Crowley.  I would  like  also 
to  state  that  most  of  the  people  whose  names  you  have  not  read,  but 
the  positions  have  been  read,  own  no  stock  in  the  enterprise. 

Mr.  Coles.  They  were  the  management  personnel  that  ran  the  yard  ? 

Mr.  Ainslow.  Yes.  r 

Mr.  Coles.  They  were  the  people  that  did  the  work  in  seeing  that 
the  ships  were  turned  out  ? 

Mr.  Ainslow.  Yes. 

Mr.  Coles.  Thev  were  reimbursed  by  the  Maritime  Commission* 

Mr.  Ainslow.  Part  of  their  salaries. 

Mr.  Coles.. They,  however,  did  not  participate  in  the  profits? 

Mr.  Ainslow.  To  the  extent  of  a bonus  approved  by  the  Stabiliza- 
tion Board. 

Mr.  Coles.  All  the  profits  went  to  the  people  who  had  subscribed 
the  $600  ? 

Mr.  Ainslow.  The  major  profits  were  plowed  back  to  the  Treasurv 
Department. 

-c^A/-Si0LES‘  ^ profits  went  to  the  people  who  had  invested  a total 
ox  tpbOO  { 

^Ai^Tj0W-  One-third  of  h went  to  a corporation  that  put 
$600,000  in  originally. 

Mr.  Coles.  Did  the  original  debentures  provide  that  they  be  paid 
back  out  of  the  first  fees  earned  by  the  corporation? 

Mr._  Ainslow.  They  were  to  be  paid  back  a portion,  five-sixths  of 
the  original  base. 

Mr.  Coles.  Whatever  profits  were  made  after  taxes  were  to  be  dis- 
tributed to  the  stockholders  ? 

Mr.  Ainslow.  I don’t  follow  you. 

Mr.  Coles.  Will  you  read  the  question,  Mr.  Reporter  * 

( lhe  pending  question  was  read  by  the  reporter  as  above  recorded.! 

Mr.  Ainslow.  In  the  form  of  dividends;  yes. 

Mr.  Coles  And  the  only  stockholders  who  will  get  those  profits  in 
the  form  of  dividends  are  the  people  who  invested  $600  ? 

Mr.  Ainslow.  No  ; the  corporation  that  put  $600,000  in  receives 
one-third  of  those  profits. 
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Mr.  Coles.  Do  they  have  $600,000  in  that  corporation  now  ? 

Mr.  Ainslow.,  No.  ' _ 

Mr.  Copies.  Did  they  have  $600,000  in  that  corporation  after  Oc- 
tober 1943:? 

Mr.  Ainslow,  I believe  so.  We  can  check  our  balance  sheet. 

Mr.  Coles.  Did  you  not  testify  a few  minutes  ago  that  the  deben- 
tures had  been  paid  off  by  October  1943  ? 

Mr.  Ainslow'.  Yes;  but  I testified  that  all  of  the  profits  were  left 
in  the  business,  and,  consequently,  the  business  did  have  more  than 

$600,000  in  it.  , ^ i T 

Mr.  Coles.  If  those  profits  are  ultimately  distributed,  as  I assume 
they  will  be,  in  the  form  of  dividends,  to  whom  will  they  go  ? 

Mr.  Ainslow.  One-third  to  Thompson-Starrett  and  two-thirds  to 
the  company,  to  the  other  stockholders.  ,, 

Mr.  CoLjES,  In  other  words,  all  the  profits  will  go  to  the  stockholders ; 
is  that  correct? 

Mr.  Ainslow.  After  taxes;  yes. 

Mr.  Coles.  What  is  the  paid-in  value  of  that  stock? 

Mr.  Ainslow.  $600. 

Mr.  Coles.  So  that  all  the  profits  will  go  to  stockholders  that  repre- 
sented an  initial  investment  of  $600;  is  that  correct? 

Mr.  Ainslow  . Plus  $600,000  worth  of  debentures. 

Mr.  Coles.  Is  that  $600,000  paid  off? 

Mr.  Ainslow'.  Yes;  it  is.  , . _ . , ,, 

Mr.  Coles.  Will  the  division  of  profits  be  m relation  to  the  owner- 

ship of  the  $600  in  stock  ? 

Mr.  Ainslow.  Yes;  it  will.  ' , . .. 

Mr.  Coles.  That  is  all.  Could  we  not  have  gotten  that  a long  time 

ago?  , 

I have  another  question.  , d,„„A  AAA 

Your  first  contract,  which  gave  you  a profit  of  $900,000,  was  re- 
negotiated; is  that  correct? 

Mr.  Ainslow.  Yes. 

Mr.  Coles.  Was  there  any  recovery  ? , , , ,, 

Mr.  Ainslow.  No.  There  is  so  little  profit  left  that  there  could 

not  possibly  have  been  any  recovery.  , 

Mr.  COles.  Is  it  the  position  of  the  company  that  the  profits  on 

the  other  two  contracts  will  not  be  recovered?  _ 

Mr.  Ainslow.  We  have  not  yet  been  renegotiated. 

Mr.  Coles.  Have  you  made  the  statement  that  you  did  not  believe 

they  would  be  recovered  through  renegotiation? 

Mr.  Ainslow.  I wrote  you  saying  that  m view  of  the  tact  that  we 
received  only  minimum  fees  and  did  not  even  get  the  premiums  that 
were  coming  to  us,  and  the  fact  that  our  taxes  were  paid  at  the  highest 
possible  point,  we  would  probably  not  be  renegotiated. 

Mr  Giles.  Mr.  Ainslow,  I have  one  further  question.  In  addi- 
tion to  the  profits  and  fees  already  paid  your  company,  do  you  have  a 
claim  pending  for  an  additional  $264,000  ? 

Mr.  Ainslow.  Yes.  ,r  r„  . 

Mr.  CcjLES.  That  is  all.  I have  no  further  questions,  Mr.  Chairman. 

The  Chairman.  Mr.  Bradley  ? , . . , T , 

Mr.  Bradley.  Most  of  the  questions  that  I had  m mind  1 have 

asked  during  the  examination. 
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The  Chairman.  Mr.  Weichel  ? 

Mr.  Weiciiel.  With  reference  to  the  organization  of  the  company^ 
how  many  shares  of  stock  were  issued,  and  was  it  nonpar  or  no  par  ? 

Mr.  Ainslow.  Six  hundred  shares. 

Mr.  Weioiiel.  And  it  sold  for  $1  a share  ? 

Mr.  Ainslow.  Yes. 

Mr.  Weioiiel.  Were  you  one  of  the  original  fortunate  investors? 

Mr.  Ainslow.  No,  sir;  unfortunately. 

Mr.  Weichel.  Are  you  one  of  the  investors  in  the  company  now  ? 

Mr.  Ainslow.  No,  sir. 

Mr.  Weichel.  Are  you  just  an  employee  of  the  company? 

Mr.  Ainslow.  Yes. 

Mr.  Weichel.  Are  you  the  accountant  of  this  company? 

Mr..  Ainslow.  I am  the  treasurer  and  a director  of  the  company, 
but  I am  not  a stockholder. 

Mr.  Weichel.  Were  you  just  hired  by  this  company  when  it  was 
organized  ? . ; 

Mr,  Ainslow.  I was  hired  in  April  1942. 

Mr.  Weichel.  As  an  accountant? 

Mr,  Ainslow.  Yes. 

Mr.  Weichel.  And  you  were  given  this  office  and  then  given  a share- 
of  stock-  to  qualify  you  ? Is  that  the  way  you  are  in  on  it  ? 

. Mr.  Ainslow.  No,  sir. 

Mr.  Weichel.  Are  you  on  a sala.ry  basis?  You  are  not  one  of  the- 
owners  of  the  company  ? 

Mr.  Ainslow.  I beg  your  pardon  ? 

Mr.  Weichel.  I say,  you  are  not  one  of  the  owners  of  the  company 
you  are  an  accountant? 

Mr.  Ainslow.  That  is  right ; I do  not  own  any  of  the  stock  of  the 
company.  ■ 

Mr.  Weiciiel.  So  you  are  just  speaking  for  the  people  who  have 
the  $600  investment  and  you  are  an  accountant  hired  by  the  company 
and  are  now  an  officer  of  the  company ; is  that  correct  ? 

Mr.  Ainslow.  That  is  not  correct.  I have  been  an  officer  of  the 
company  since  we  started. 

Mr.  Weiciiel.  You  have  been  put  in  as  an  officer;  you  had  no  real 
investment  in  it.  Usually  stockholders  elect  directors.  You  do  not- 
have  any  investment  in  the  company;  you  are  just  in;  that  is,  sort  of 
a dummy  director  or  dummy  officer  for  the  real  people  who  own  the 
company  ? Is  that  correct  ? I mean,  you  have  no  investment.  You 
just  said  so. 

: Mr.  Ainslow.  I would  like  you  to  be  at  some  of  the  board  meetings,, 
if  you  think T am  just  a dummy  director. 

Mr.  Weichel.  \ ou  had  no  real  financial  interest  in  the  company  ? 

/ Mr.. Winslow.  I had  the  financial  interest  of  earning,  a salary. 

Mr.  Weiciiel.  Yes ; but  you  had  no  financial  interest  in  the  way  of' 
investment?  • 

Mr.  Ainslow.  I am  not  a stockholder  and  never  have  been. 

Mr,  Weichel,  Are  you  an  officer  of  the  company  ? 

Mr.  Ainslow.  I am  the  treasurer  of  the  company. 

Mr.  Weiciiel.  But  you  do  not  have  any  interest;  you  are  just  am 
employee  in  this  whole  thjng?  ‘ .. 

Mr.  Ainslow.  Yes,  sir.  ' 
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I' 

Mr.  Weiciiel.  With  reference  to  your  previous  statement  about 
Mr.  Casey  and  how  the  press  terribly  misquoted  you,  you  read  a long 
statement.  Did  you  give  the  members  of  the  press  and  the  members 
of  the  committee  copies  of  the  statement  you  read  so  that  you  might 
be  properly  quoted  ? 

Mr.  Ainslow.  I have  given  copies  to  the  press. 

Mr.  Weiciiel.  To  all  the  members  of  the  press  ? 

Mr.  AnjrsLOW.  I did  not  have  that  many  copies. 

Mr.  Weigh  ro.  So  that  if  some  of  them  misquote  you  today  it  will 
not  be  their  fault. 

Mr.  Ainslow.  Are  you  asking  me  a question  ? 

The  Chairman.  If  they  misquote  him  he  will  have  to  see  them. 

Mr.  WfioiiEL.  What  was  the  total  amount  that  your  company  re- 
ceived of ; the  $2,000,000  after  renegotiation?  In  other  words,  what 
did  you  have  after  renegotiation? 

Mr.  Ainslow.  We  have  got  a net  of  less  than  $300,000. 

Mr.  Weiciiel.  Was  it  renegotiated  from  $2,080,000  to.  $300,000? 

Mr.  Ainslow.  It  has  not  yet  been  renegotiated,  nor  has  the  Bureau 
of  Internal  Revenue  settled  the  tax  returns. 

Mr.  WificHEn.  How  much  has  the  $2,080,000  been  cut  by  renegotia- 
tion so  fay,  to  what  figure? 

Mr.  Atnslow.  We  are  going  before  the  Renegotiation  Board  on 
October  $ on  our  last  contract;  so  I do  not  know  what  the  figure 
will  be.  | 

Mr.  Wetciiel.  I asked  you,  to  date.  Do  you  know  that? 

Mr.  Ainslow.  To  date  we  have  been  given  clearance  on  one 
contract 

Mr.  Weiciiel.  How  much  has  that  been  cut  down  to  by  renegotia- 
tion to  da^te  ? 

Mr.  Ainslow.  It  has  not  been  renegotiated  for  the  most  part.  I 
say  it  is  coming  October  8. 

Mr.  Weichel.  Has  none  of  it  been  cut  down  up  to  now  ? 

Mr.  Ainslow.  It  has  not. 

Mr.  Weicilll.  With  reference  to  your  statement  that  you  do  not 
expect  it  to  be  cut  down  because  you  have  minimum  fees - 

Mr.  Ainslow.  I believe  one  of' the  factors  taken  into  consideration 
in  reconversion  is  the  income-tax  base. 

Mr.  Weiciiel.  Do  they  figure  it  out  backward  to  see  how  much 
income  tax  you  are  going  to  pay  ? 

Mr.  Ainslow.  No;  there  is  a very,  very  definite  relationship  be- 
tween the  gross  base  and  the  net  amount  that  one  winds  up  with. 

Mr.  Weiciiel.  Are  you  inferring  that  that  is  the  way  they  do 
figure  it — figure  out  how  much  the  income  tax  is  going  to  be  and  then 
work  it  from  that  ? _ ... 

Mr.  Ainslow.  On  the  forpi  which  we  were  required  to  submit  to 
the  Renegotiation  Board  the  total  fee  is  asked  for  on  each  contract, 
and  right  under  it  the  total  income  tax  and  excess  profits  paid.  So 
I assume  [that  is  a feature. 

Mr.  WJeichel.  In  the  Renegotiation  Act  did  Congress  say  that  they 
should  find  out  how  much  income  tax  was  paid  and  then  figure  back  ? 

Mr.  Ainslow.  I don’t  know. 

Mr.  Weiciiel.  You  don’t  know  what  is  in  the  renegotiation  laws 
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Mr.  Ain-slow.  No,  sir. 

Mr.  Weiciiel.  I do  not  think  it  is  in  there  that  way. 

In  reference  to  nonreimbursables,  how  much  did  you  have  in  total 
amount? 

Mr.  Ainslow.  We  had  $1,185,000. 

Mr.  Weiciiel.  Of  nonreimbursables? 

■ Mr.  Ainslow.  Yes;  and  our  tax  bill  was  $997,000. 

Mr.  Weiciiel.  Your  nonreimbursables  were  about  $1,000,000? 

Mr.  Ainslow.  $1,185,000. 

Mr.  Weiciiel.  Wliat  are  the  big  amounts  that  made  up  $1,185,000 
of  nonreimbursables? 

Mr.  Ainslow.  One  quite  large  cost  that  has  not  come  out  in  the 
previous  testimony  was  the  cost  we  have  incurred  since  last  September 
when  we  stopped  building  ships,  in  the  maintenance  of  the  yard.  That 
amounted  to  $99,000. 

Mr.  Weiciiel.  I mean  nonreimbursables. 

Mr.  Ainslow.  That  is  nonreimbursable. 

Mr.  Weiciiel.  Is  that  something  since  you  stopped  buildingships  ? 

Mr.  Ainslow.  You  asked  me  with  reference  to  these  fees.  That  is 
exactly  what  I am  giving  you.  The  facilities  contract  required  that 
we,  at  our  own  expense,  for  the  most  part,  maintain  the  yard  for  a 
period  up  to  2 years  after  the  shipbuilding  program  was  completed. 

Mr.  Weiciiel.  Let  us  get  this  straight.  Those  $2,080,000  estimated 
fees  which  you  say  have  not  been  renegotiated  are  for  ships  that  you 
built;  is  that  correct? 

Mr.  Ainslow.  Yes. 

Mr.  Weiciiel.  What  were  the  nonreimbursables  with  reference  to 
the  building  of  those  ships? 

Mr.  Ainslow'.  $1,185,000. 

Mr.  Weiciiel.  Tell  me  what  those  were. 

Mr.  Ainslow.  $86,000  interest  on  bank  loan;  $45,000  interest  on  de- 
bentures; $42,000  in  nonreimbursable  salaries  of  officers;  $1,700  social- 
security  tax.  There  was  a $200,000  cost  that  we  incurred  in  order  to 
get  the  yard  built. 

Mr.  Weiciiel.  How  did  you  pay  $200,000  to  get  the  yard  built? 

You  paid  it  as  a fee? 

Mr.  Ainslowl  We  paid  it  as  a fee  out  of  our  own  pocket. 

Mr.  'Weiciiel.  You  paid  it  as  a fee  to  the  Thompson-Starrett 
people  ? 

Mr.  Ainslow.  Yes,  sir. 

Mr.  Weiciiel.  Who  were  a 50-percent  stockholder  in  this  company? 

Mr.  Ainslowl  Thirty-three  and  one-third  percent. 

Mr.  Weiciiel.  They  put  in  $333  of  the  $600,  I presume;  is  that 
right  ? 

Mr.  Ainslow.  They  put  in  $200  plus  $600,000. 

Mr.  Weiciiel.  They  put  in  33%,  and  the  $600,  with  the  33%,  and 
then  the  same  company  which  they  had  gave  them  a $200,000  fee  to 
build  the  yards ; is  that  right  ? 

Mr.  Ainslow.  Let  me  explain  this  way — that  the  Thompson- Starrett 
Co.,  Inc.,  is  not  some  individual;  they  are  composed  of  thousands  of 
stockholders,  and  obviously  the  management  of  Thompson-Starrett 
Co.,  Inc.,  could  not  very  well  take  on  a contract  to  build  the  sixteen- 
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or  seventeen-million-dollar  facility  and  not  get  any  money  for  it.  The 
management  owed  it  to  their  stockholders  to  see  that  they  got  a fee 
for  the  work  done.  _ 

Mr.  Weighed.  In  other  words,  these  people  really  hired  themselves 
on  this  job  ;f or  the  $200,000 

Mr.  Ainslow.  I do  not  agree  to  that  conclusion  at  all. 

Mr.  Wetchel.  Through  the  St.  Johns  Co.,  of  which  they  had  a third 
of  the  stoclf  ? 

Mr.  Ainslow.  I do  not  agree  with  that  at  all. 

Mr.  Weichel,  Well,  anyhow,  you  paid  them  $200,000  by  that  ar- 
rangement Tor  building  it? 

Mr.  Ai.nsuhv.  Yes.  . 

Mr.  Weichel  And  what  did  the  St.  Johns  people  get  themselves, 
for  building  it,  from  the  Government  ? 

Mr.  Ainslow.  Nothing.  Y; . 

Mr.  Wetciiel.  Nothing?  But  indirectly  this  stockholder,  one-tliird 
got  $200, 0d0  plus  what  profit  he  made  from  the  work  in  the  subletting? 

' Mr.  Ain jaxnY.  This  was.  a no  cost,  no  profit.  Your  question  has  me 
confused.  May  I hear  it  again  ? 

Mr.  Weichel.  Yes.  The  stenographer  will  read  that  question, 
please,  to  tne  witness. 

(Question  read.) 

Mr,  Ainslow.  You  inferred,  in  addition  to  the  fee  there  was  a 
profit  on  doing  the  work,  and  I say  that  is  not  so.  Thompson-Starrett 
got  the  fee.  They  did  not  make  any  other  profit. 

Mr.  Weioiiul.  Well,  the  reason  I asked  that,  because  of  the  very 
close  connection  of  somebody  who  owns  the  St.  Johns,  and  you  pay 
him  $200,000,  then  Thompson-Starret  employing  all  these  subcon- 
tractors— ijf  it.  was  the  same  kind  of  close  relationship  all  the  way 
down  the  lipe,  I am  not  so  sure  there  wasn’t  any  profit. 

Mr.  Ainslow.,  No,  sir. 

Mr.  Wetciiel.  That  is. what  I mean. 

Mr.  Ain  snow.  There  was  no  such  relationship  there.  1 can  tell  you 
unequivocally  that  none  of  the  subcontractors  were  related  to  Thomp- 
son-Starrett. 

Mr.  Wetciiel.  What  are  the  other  amounts,  now  ? 

Mr.  Ainslow.  I beg  your  pardon? 

Mr.  Weigh  el  After  the  $200,000. 

Mr.  Ainslow.  We  figured  interest  on  the  facilities  fee  of  $18,000. 

Mr.  WEtpiiEL,  You  mean  on  the  $200,000? 

Mr.  Ain|slow,  Yes,  sir. 

Mr.  WEipiiEL. , Is  that  included  in.  those  other  two  items  of  interest? 

Mr.  Ainslow.  No,  sir. 

Mr.  Weichel.  This  is  the  $18,000? 

Mr.  Ainslow.  Auditing  expense,  $3,700;  organization  expense, 

$1,800,  j 

Mr.  Weichel,  Well,  that  is  for  organizing  the  corporation? 

Mr.  Ainslow,  That  is  for  organizing  the  corporation. 

Mr.  WetJciiel.  That  being  $600,  it  cost  $1,800  to  do  that? 

Mr.  A.iNjSL0W.  Do  not  forget, that  $600.  Mr,  Weichel.  most  of  that 
$1,800  was;  for  printing  up  the  debenture  agreement  of  $600,000. 

Mr.  Weichel.  That  is  really  all  right.  Now,  after  the  $1,800? 

Mr.  Ainslow  . Corporate  taxes  other  than  income  taxes. 
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Mr.  Weichel.  Corporate  taxes?  What  do  you  mean?  Paid  to  the 
State,  or  what  ? What  State  was  this  organized  in  ? 

Mr.  Ain  slow.  This  was  not  a State  tax.  It  was  probably  the  capi- 
tal-stock tax,  that  ceased  to  exist. 

Mr.  Weiciiel.  The  what  ? 

Mr.  Ainslow.  The  capital-stock  tax  paid  to  the  Federal  Govern- 
ment; $30,625. 

Mr.  Weiciiel.  You  paid  the  Federal  (government  $30,625  on 
capital-stock  tax? 

Mr.  Ainslow.  Yes,  sir. 

Mr.  Weiciiel.  On  what  basis  was  that  paid? 

Mr.  Ainslow.  It  is  based  on  the  estimate  of  the  worth  of  a company, 
and  invariably  we  filed  an  estimate  of  some  $3,000,000. 

Mr.  Weiciiel.  Did  you  file  an  estimate  that  it  was  worth  $3,000,000  ?: 

• Mr.  Ainslow,  Yes,  sir. 

Mr.  Weiciiel.  When  did  you  start  filing- 

Mr.  Ainslow  (interposing).  Because  we  had  to  take  into  considera- 
tion these  debentures  and  bank  loans  and  all  of  the  rest  of  the  capital 
that  we  put  in  beside  the  six  hundred. 

Mr.  Weiciiel.  What  I mean  is  that  you  had— you  really  had  the 
$600  paid  in.  That  was  the  investment,  and  that  is  what  the  company 
was  worth.  When  did  you  start  telling  the  Government  you  were 
worth  $3,000,000? 

Mr.  Ainslow.  The  first  year. 

Mr.  Weiciiel.  The  first  year  ? . 

Mr.  Ainslow.  We  had  a 2 y2  million  loan  agreement.  We  had  $600,- 
000  in  debentures. 

Mr.  Weiciiel.  Yes.  Wait  a minute,  and  let’s  see  how.  At  the  end, 
you  started  at  the  six  hundred— at  the  end  of  the  first  year  you  told 
the  Government  you  were  worth  $3,000,000  ? 

Mr.  Ainslow.  No  ; we  did  not  do  that  at  the  end  of  the  first  year,  sir.. 

We  did  that  at  the  beginning. 

Mr.  Weiciiel.  Oh ! at  the  Beginning  of  the  first,  year  ? 

Mr.  Ainslow.  Yes. 

Mr.  Weiciiel.  So  the  Government  believed  you  were  worth  $3,000,- 
000?  ’ ’ 

Mr.  Ainslow.  And  consequently  taxed  us. 

Mr.  Weiciiel.  And  taxed  you  on  $3,000,000 ; and  knowing  that  this 
money  was  going  to  come  in  so  easy,  you  were  willing  to  pay  it ; is  that 
correct?  ' 

Mr.  Ainslow.  We  state  that.  The  money  came  in  as  a result  of  a 
24-hour-a-day  operation,  .7  days  a week. 

Mr.  Weiciiel,  But  when  you  tell  ..the  Government  you  are  worth — 
that  the  company  was  worth  $3,000,000— that  is  what  I am  interested 
in;  and  you  told  it  to  them,  not  at  the  end  of  the  first  year  but  at  the 
beginning.  You  had  $600.  Now,  let  us  start  on  from  there  on,  up  to 
the  $3,000,000  that  you  told  the  Government  you  y^ere  worth,  that  you 
paid  a tax  on,  when  you  were  not  worth  that..  What  was  the  next  alter 
the  $600 ? I mean,  this. is  interesting, . .,  , ,.  . ; 

. Mr.  Ainslow.  The  tax  returns  were  required  to  be  filed  at  the  be- 
ginning of  the  year. 

Mr.  Weiciiel.  Well,  I know;  but  then  you  said  you  were, worth  that 
much.  You  had  $600.  Now,  what  made  up  this  $3,000,000,  now  ? 

93486—46 -22.  .it,  . ; : . . - 
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Mr.  Ainslow.  How? 

Mr.  Weichkl.  you  told  the  Gov er n nieiit  you  were  worth  3 million. 
Now,  you  had  $600.  Now,  wThat  was  the  next  amounts  that  made,  and 
what  made  the  $3,000,000  worth  ? 

Mr.  Ainslow.  We  had  $600,000  worth  of  debentures,  and  we  had  a 
loan  agreement  for  2]/2  million  dollars. 

Mr.  WjEiciiRL.  Wait  a minute.  I will  take  one  at  a time;  $600,000 
were  debentures? 

Mr.  Ainslow.  Two  and  one-half  million  for  loan  agreement. 

Mr.  Weichel.  And  a 2i/2  million  dollar  loan.  Who  was  that  from  ? 

Mr.  Ainslow.  From  three  banks. 

Mr.  Weichel.  From  tjiree  banks?  And  the  debentures— who  did 

you  owe  that  to  ? . 

Mr.  Ainslow.  Thompson- Starrett  Co.,  who  invested  it. 

Mr.  Weichel.  The  Thompson-Starrett  ? The  debentures,  Tliomp- 
son-Stanjott  had? 

Mr.  Ainslow.  Yes,  sir. 

Mr.  WpacHBL,  $600,000? 

Mr.  Ainslow.  That,  was  what  they  invested. 

Mr.  Weichel.  Well,  now,  wait  a minute. 

Mr.  Ainslow.  They  invested  $600,200. 

Mr.  Weichel.  Well,  now,  just  a minute.  I will  ask  you,  and  then 
you  can  Answer  this  question.  You  had  $600.  No.w,  with  reference  to 
the  $600,000,  those  were  debentures— those  were  the  same  as  notes  ? 

Mr.  Ainslow.  Somewhat  different. 

Mr.  Weichel.  Well,  it  represents,  though,  that  you  owred  somebody 
$600,000,  didn’t  it? 

Mr.  Ainslow.  Under 

Mr.  Weiciiel  (interposing) . Debentures  mean  owing,  do  they  not — 
as  an  accountant?  . 

Mr.  Ainslow.  Under  an  indenture  agreement,  subordinating  them 

to  everybody.  , 

Mr.  Weiciiel.  Well,  no  matter  what  you  call  it,  you  owed  $600,000, 

and  somebody  held  them  ? 

Mr.  Ainslow.  The  company  had  a debt  of  $600,000. 

Mr.  Weichel.  That  is  right ; and  then  they  had  a debt  of  2 bb  mil- 
lion to  tjie  three  banks  ? 

Mr.  Ainslow.  Yes,  sir. 

Mr.  Weichel.  So,  as  an  accountant,  how  do  you  determine  the  net 
worth  oi  that  company  at  that  time  and  say  it  was  worth  $3,000,000, 
when  thqy  owed  $3,000,000? 

Mr.  Ainslow.  You  will  recall  I said  that  for  declared-value  excess- 
profits-tax  purposes  we  filed  a worth  of  $3,000,000,  and  I might,  add 
that  one  does  not  make  those  figures  up  as  an  accountant.  If  you 
will  remember  that  tax,  it  was  purely  and  simply  a guess, 

Mr.  Weichel.  Well,  you  paid  taxes  on  what  the  corporation  was 
worth ; and  at  the  time  you  said  it  was  worth  $3,000,000,  it  was  in  debt 
$3,lOO,O0O.  Now,  how  did  you  impress  upon  the  Government  that  you 
should  pay  a tax  on  being  worth  $3,000,000  when  you  were  really  in 
debt  $3, loo, 000? 

The  CjIiair  man.  Maybe  the  Revenue  Department  does  not  care  how 
much  you  are  in  debt,  just  so  they  get  their  tax.. 

Mr.  Weichel.  That  is  what  I was  wondering.  I mean,  is  that 
what  you  actually  did — paid  a capital  tax  of  $30,625,  by  telling  the 
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Government  that  you  were  worth  $3,000,0(7(1,  when  in  fact  you  were  in 
debt  $3,100,000?  Is  that  the  way  you  normally  do  business,  as  an  ac- 
countant- for  a company  ? 

Mr.  Ainslow.  No:  jio ; you  do  not,  but  the  declared -value  excess- 

profits  tax  is  a most  abnormal  thing.  That  is  why  I got 

Mr.  Weiciiel  ( interposing) . I would  say  it  would  be,  if  you  pay 

Mr.  Ainslow  (interposing) . Well,  Congress,  you  know,  voted  it  out 
recently. 

i L ^ 1 ’ riCTiEL.  w ell,  there  isn’t  anything  that  you  pay  a tax  on  your 

debts.  You  pay  it  on  your  worth,  isn’t  that  a fact? 

Mr.  Ainslow.  Yes,  sir. 

, 1^r-  Weichel.  So  when  you  paid  $30,625,  was  that  to  put  up  a front 
to  the  Maritime  Commission  that  you  were  worth  $3,000,000,  where 
m fact  you  were  m debt,  $3,100,000? 

Mr.  Ainslow.  No,  sir.  The  Maritime  Commission  probably  never 
saw  that  tax  return,  so  that  certainly  was  not  to  put  up  any  front 
Mr  Weichel.  What  would  be  the  purpose  of  telling  the  Govern- 
ment that  you  are  worth  $3,100,000,  and  swearing  to  it,,  and  paying  a 
tax  on  that,  where  in  truth  and  in  fact  you  were  in  debt  $3,100,000* 

What  is  the  purpose  of  that  ? 

Mr.  Ainslow.  The  purpose  is  that  Congress  passed  the  declared- 
value  excess-profits  tax,  and  we  were  required  by  law  to  report  and 
we  reported  what  we  considered  closest  to  the  truth.  ’ 

Mr.  Weichel  I am  talking  about  a capital  tax,  which  is  on  your 
worth ; 1 am  not  talking  about  excess  profits— on  your  worth.  Did 
you  set  that  up  as  a worth  so  that  when  it  came  to  excess-profits  tax 
you  would  not  have  to  pay  it,  so  that  you  would  not  have  to  pay 
profits  based  on  $600,  which  would  be  the  real  investment  ? 1 J 

Mi’.  Ainslow.  If  that  had  been  our  motive  we  certainly  were  unsuc- 

thecountryaUSe  W<5  ^ ^ MgheSt  legal  rate  of  tax  exists  in 
Mr  Weichel.  Well,  did  you  pay  a tax  on  an  investment  of  $600, 

lu^OOO!  °n  Wlm‘  y°“  t0'd  «“  th'ai 

de^red™^'  * t0X  baSed  Up>n  the  $3'000’0(*)  th“‘  ™ 

Mr.  Weichel.  Yes ; but  you  did  not  have  to  pay  it  ? 

AH  wHAIRMAI%-We11’  t,he  Govcrnment  did  not  lose  anything  by  it. 

Mr.  Weichel.  It  was  cheaper  to  represent  to  the  Government  that 
you  were  worth  $3,000,000  and  pay  a capital  tax  of  $30,625  than  it 
was  to  represent  to  the  Government  that  you  were  worth  only  $600- 
huch  was  the  truth— and  pay  income  tax  on  everything  over  $600* 

Y°’1  are  asklng  me  if  ^ ™s  cheaper.  I say  very 
definitely  that  it  cost  us  money,  because  the  nature  of  that  tax  Is  such 
that  you  had  to  make  a guess,  and  we  guessed. 

Mr.  vy  eichel.  Mr.  Herter  wants  to  ask. 

wSfcuiWilUrSk  fe1i0nS  ab0ut  this  ^Presentation  of  being 
wonn  tiiat  much.  Mr.  Ainslow,  m connection  with  this  original 

stock  set-up,  the  document  that  I have  before  me,  which  is  from  the 
Maritime  Commission,  on  the  stockholdings,  does  not  show  the 
Thompson-Starrett  holdings  at  all.  It  shows  Mr.  Merrill  with  a full 
200  shares  of  the  A stock,  and  then  the  B and  C stock  divided  amono- 
a-  mimber  of  different  individuals.  How  about  the  Thompson-Star? 
i et-t  Co.  s acquiring  a one-third  interest  in  the  stock  ? P 
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Mr  AinSlow.  Thompson-Starrett  purchased  it  for  cash  at  the  very 
inception  of  the  company,  and  I do  not  know  what  statement  you  are 

referring  to  tliGiB.  If  I m&y  566  it  . . • • i 

Mr  Herter  Yes.  If  it  is  incorrect— I was  merely  inquiring 
cause  I “puSed  as  to  where  Thompson-Starrett  came  into  the 

P1  MeT Ainslow.  Doesn’t  it  show  them,  as  holding  the  entire  class  A 

St  Mr.ItaR.  No ; it  shows  Mr.  J.  C.  Merrill  holding  the  entire  class  A 

iSSMrdAmSL0w.  It  may  be  that  these  figures  were  gotten  up  recently ; 
that  is,  since  the  shipbuilding  program  has  been  finished 

Mr.  Herter.  That  is  what  I was  wondering,  it  theie  had  »een  a 

trMnAimIx>w.  Yes;  there  had  been  a transfer;  but  that  was  quite 
recent.  What  [ thought  you  were  referring  to  w^ 
the  bulk  of  our  shipbuilding  construction,  and  all  during  that  period 
Thompsonf-Starrett  owned  that  200  shares  of  class  A stock. 

Mr  Herter.  Assuming  then  they  held  one-third  of  the  $600  won) 
of  capitahstock,  apparently  he  put  up  the  full  amount  of  the  monej 
for  the  debentures,  is  that  correct?  n 

Mr.  Atnslow.  Not  “he”— the  corporation,  Thompson-Starrett  Co., 

Inc  which  has  a great  many  stockholdeis.  , 

Mr  Herter.  Tlie  full  new  capital  of  the  company  that  you  ha  e 
been  talkipg  about,  $600,000,  was  .put  up  by  one-third  of  the  stock- 
holders? : 

Mr  ^Herter.  How’  does  it  come  that  the  other  two-thirds  of  the 
stockholders  did  not  take  any  risk  m there  whatsoever  but  still  held 
their  stock?  Were  the  B and  C stocks  subordinated  to  the  A stock . 

Mr.  AnjrsLow.  Yes,  during  the  construction  period. 

Mr.  Herter.  During  what? 

- Mr.  Ainslow.  They  were  subordinated  to  this  extent,  that  while 
those  debentures  were  outstanding,  the  class  A stock  controlled  five 
of  nine  directors,  so  that  that  gave  them  the  control  necessary  because 

of  their  larger  investment.  . , ~ , , 

Mr.  Herter.  I see;  and  as  soon  as  the  debentures  were  paid  off  they 

had  equal;  voting  rights  ? 

Mr.  HT^R^bTdtheMaritime  Commission  say  to  you  that  for  the 
purposes  !of  getting  a Government  contract  you  must  increase  your 
capital  and  then  give  you  a choice  either  of  selling  new  stock  or  work- 
ing out’  the  debenture  arrangement  or  doing  what  has 3 happened  m 
these  other  cases,  of  getting  a subordinated  loan  from  the  stock- 

^°Mr 1 AiIn slow.  The  Maritime  Commission  required  in  our  original 
contract  Sat  we  have  capital,  cash  capital  of  $6°0,°00  mimmum,  and 
have  loan  agreements  with  banks  to  a minimum  of  $1,500,000.  As 
we  got  irito  operation  we  found  that  it  required  a considerably  larger 
sunTof  nionev  to  handle  the  operation,  and  we  consequently  changed 
our  loan  [agreement  to  $2,500,000,  because  we  did  need  $8,000,000  m 
the  business. 
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Mr.  Herter.  I understand. 

Mr.  Ainslow.  And  that  is  best  evidenced  by  the  figures  that  I gave 
you  earlier  in  the  hearing  of  how  much  money  was  required  to  be 
outstanding  in  order  to  carry  on  that  business. 

Mr.  Herter.  Right.  Now,  a debenture,  as  I understand  it, — I as- 
sume it  is  an  earnings  debenture,  is  that  correct? 

Mr.  Weichel.  He  said  it  was  a debt. 

Mr.  Ainslow.  I am  not  familiar  with  an  “earnings  debenture.” 

Mr.  Herter.  The  only  security  that  the  debenture  holder  has  is 
the  earnings  of  the  company? 

Mr.  Ain-slow.  Oh,  yes ; yes. 

Mr.  Herter.  The  minute  those  debentures  were  paid  off — and  they 
were  paid  off  to  one-third  of  the  stockholders-— then  the  66%  percent 
of  the  stockholders  holding  the  B and  C stock,  who  then  came  to  have 
an  equal  voting  right  with  the  A stockholders,  had  a two-thirds  in- 
terest in  the  company  free  and  clear  of  debt,  outside  of  the  bank’s 
loan,  and  were  participating  in  the  profits,  although  their  entire  capital 
investment  was  only  $400  and  they  had  never  put  in  a nickel  of  risk 
capital  ? ■ 

Mr.  Atnslow.  That  is  true,  sir. 

Mr.  Herter.  In  other  words,  the  B and  C stockholders,  on  the  in- 
vestment of  $400,  have  an  equity  today  in  distributable  profits  of  per- 
haps $2,000,0000? 

Mr.  Ainslow.  No,  sir';  very  definitely  not. 

Mr.  Herter.  I do  not  know  what  your  figures  are. 

Mr.  Ainslow.  Because  the  figure  may  be  subject  to  renegotiation, 
subject  to  additional  income  taxes,  subject  to  additional  deletions  by 
the  Maritime  Commission  on  the  items  we  previously  considered  cost. 

We  will  net  in  total  some  $300,000,  so  there  isn’t  any  $2,000,000  or  anv- 
thing  of  that  sort.  . 

Mr.  Herter.  Well,  I said  “equity  before  taxes”  in  that. 

Mr.  Ainslow.  I did  not  hear  you  say  “before  taxes,”  I am  sorry. 

Mr.  Herter.  I was  just  trying  to  get  straightened  out  about  these 
secondary  stockholders.  It  was  the  Thompson -Starrett  Co.  that  took 
all  the  rest,  in  supplying  these  debentures  ? 

Mr.  Ainslow.  Yes,  sir. 

Mr.  Herter.  And  you  think  that  they  are  perhaps  now  out  of  the 
picture  altogether? 

Mr.  Ainslow.  They  are  out. 

Mr.  Herter.  Just  one  other  question,  not  connected  with  that,  that 
perhaps  you  will  not  be  able  to  answer.  When  your  facility  was  built, 
the  Government  purchased  lands  to  a value  of  'nearly  a million  and  a 
naif  dollars,  is  that  correct? 

Mr.  Ainslow.  Closer  to  1%. 

Mr.  Herter.  And  then  put  $16,000,000  worth  of  facilities,  or  what 
w'as  required  in  the  building  of  the  ways,  and  so  forth,  there? 

Mr.  Ainslow.  Yes,  sir. 

Mr.  Herter.  At  the  time  that  you  ceased  operation,  there  was  some- 
thing for  the  Government  to  sell,  to  dispose  of  as  surplus.  What  was 
left  on  the  property? 

Mr.  Ainslow.  All  of  the  equipment,  machinery,  buildings,  surplus 
materials,  spare  parts,  operative  supplies. 
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Well,  those  materials  must  have  had 


Mr.  Herder.  And  those,  when  the  plant  was  declared  surplus  was 
everything!  that  was  on  the  ground  declared  surplus,  with  it,  as  a 
single  unit  ? 

Mr.  Ainslow.  Yes,  sir.  ■ 

Mr.  Herder.  And  that  was  sold  to  the  Tampa  Shipbmldmg  Co.  tor 

$1,926,000?! 

Mr.  Ain^low.  Yes,  sir. 

Mr.  HerTer.  Are  they  planning  to  use  it  as  a shipbmldmg  plant  5 
Mr.  Ainslow.  To  the  best  of  my  knowledge,  the  facilities  that  re- 
main at  the,  yard  could  not  possibly  be  used  to  build  ships. 

Mr.  Herter.  To  build  ships  ? 

Mr.  AnsrsLOW.  No. 

Mr.  Herter.  They  are  inadequate  to  build  ships  ? 

Mr.  AinSeow.  Most  of  it  has  been  disposed  of. 

Mr.  Herter.  Then  in  effect  the  Tampa  Shipbuilding  was  buying  the 
land  which  had  originally  cost  the  Government  $1,378,000,  plus  such 
facilities  With  their  salvage  values  as  were  on  the  property  ? 

Mr.  Ainslow.  I beg  your  pardon  ? 

Mr.  Herter.  With  such  facilities,  for  their  salvage  value,  which 
were  on  thp  property? 

Mr.  Ainseow.  Yes,  sir. 

Mr.  Hester.  Is  that  cdrrect? 

Mr.  Ain:slow.  And  materials. 

Mr.  Herter.  And  materials  ? 
salvage  value. 

Mr.  Ainseow.  I think  so. 

Mr.  Herter.  Have  vou  any  idea  as  to  how  much  ? . 

Mr.  Ainslow.  No  intention  of  evading  anything— I think  that  it 
would  be  fetter  to  get  a representative  of  Tampa  Ship  to  answer  that 

^M^HeRter.  I was  merely  inquiring  as  to  what  you  had  left  behind 
at  the  time. 

Mr.  Ainseow.  I merely  say  I prefer  not  to  discuss  that  subject. 

Mr.  Herter.  All  right. 

Mr.  Ainseow.  Because  we  wanted  our  shipyard. 

Mr.  Herter.  Were  you  allowed  to  bid  on  it? 

Mr.  Atnseow.  Yes,  sir.  _ 

Mr.  Herter.  But  you  did  not  get  it? 

Mr.  Ainslow.  No,  sir.  . , , . , , , , 

Mr.  Herter.  M^ere  you  willing  to  bid.  higher  than  the  price  tor 

which  it  was  sold  ? 

Mr.  Ainslow.  Yes,  sir.  , 

Mr.  Hektei;.  And  you  were  not  given  an  opportunity  to « 

Mr.  Air- slow.  No,  sir.  _ 

Mr.  Herter.  By  whom  was  it  disposed  of  ? 

Mr  Ain  slow.  It  was  disposed  of,  to  the  best  of  my  knowledge,  by 
the  predecessor  of  the  War  Assets  Administration,  SPA— Surplus 
Property  Administration.  . 

Mr.  Herter.  The  Maritime  Commission  was  not  designated  as  tlie 

disposal  agency  for  this  yard?  T i 

Mr.  Ainseow.  I am  not  familiar  with  the  procedure.  All  I know 
is  that  the  Surplus  Property  Administration,  the  Attorney  Generals 
Office,  th$  Comptroller  General’s  Office,  the  RFC,  and  the  Maritime 
Commission,  to  whom  I went  in  an  effort  to  buy  the  yard. 
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Mr.  Herter.  And  you  were  not  allowed  to  make  a bid  which  would 
have  been  higher  than  those  bid  figures  ? 

Mr.  Ainslow.  We  made  a bid.  Twice  we  made  bids. 

Mr.  Herter.  Were  you  given  any  reason  as  to  why? 

Mr.  Ainslow.  We  subsequently  offered  to  pay  more  than  Tampa 
Ship’s  bid.  We  were  not  permitted  to  do  so.  However,  the  counsel 
for  all  of  these  Government  agencies,  including  the  Attorney  General’s 
Office,  apparently  thought  that  it  was  quite  legal  to  sell  it  to  Tampa 
and  not  permit  us  to  pay  more  money  for  it;  and  we  did  not  think  that. 
We  hired  counsel  here  in  Washington. 

Mr.  Herter.  In  other  words,  you  thought  it.  was  worth  more  money 
than  it  was  sold  for  ? 


Mr.  Ainslow.  I think  that  the  Maritime  Commission  got  an  ex- 
cellent price  for  it. 

Mr.  Herter.  But  you  would  have  been  willing  to  pay  more? 

Mr.  Ainslow.  Yes,  sir.  I do  not  want  to  leave  the  impression  with 
you,  sir — I do  not  want  to  leave  the  impression  that  there  would  seem 
to  be  some  inference  that  we  were  not  permitted  to  offer  to  pay  money. 
Now,  that  is  not  true.  In  the  Maritime  Commission,  counsel  took  the 
attitude  that  legally  the  other  company  had  bought  it,  but  legally  we 
did  not  think  so ; but  we  are  not,  as  I say,  crying  about  it  now.  It  was 
a great  disappointment,  of  course. 

The  Chairman.  You  came  in  after  the  others  had  made  their  bid 
and  tried  to  get  it.  ? 

Mr.  Ainslow.  The  argument,  Judge,  was  to  this  effect:  Our  counsel 
contended  that  they  had  not  put  in  a formal  bid,  and  our  counsel  con- 
tended that  the  informality  of  their  bid  should  have  prejudiced  it  from 
being  accepted,  and  consequently  we  wefe  the  high  bid.  However,  our 
counsel  did  go  to  the  point,  with  our  permission,  of  saying  that  if  the 
Maritime  Commission  would  give  us  an  opportunity  to  make  an  in- 
formal bid,  why,  we  would  pay  more  money. 

The  Chairman.  Counsel  will  look  into  that. 

Mr.  Bradley.  Was  it  advertised  for  sale,  or  how  were  the  yards  sold  ? 
W as  it  sold  on  sealed  bids  after  invitation,  or  what  ? 

Mr.  Ainslow.  Finally  sold  on  sealed  bids  after  invitation. 

Mr.  Herter.  If  you  had  been  successful,  how  were  you  planning  to 
raise  the  money  with  which  to  pay  for  it? 

Mr.  Ainslow.  We  planned  a corporation  with  $400,000  in  capital 
stock  and  a bank  loan,  through  the  Atlantic  National  Bank,  in  Jack- 
sonville, of  $1,600,000. 

Mr.  Herter.  It  would  have  been  the  same  corporation  that  would 
have  purchased  ? 

Mr.  Ainslow.  I beg  your  pardon? 

Herter.  You  are  speaking  now  for  the  corporation,  St.  Johns 
Shipbuilding  Co.,  that  would  have  purchased  it? 

Mr.  Ainslow.  I am  speaking  of  our  people ; ves,  sir. 

Mr.  Herter.  Thank  you.  " ’ 

Mr.  Coles.  Mr.  Chairman. 

Mr.  Weichel.  Mr.  Chairman,  as  a member  of  the  committee  I would 
like  to  proceed. 

Mr.  Coles.  I beg  your  pardon.  I am  sorry,  Mr.  Weichel ; I had 
assumed  you  had  finished. 

Mr.  Herter.  Thank  you  for  yielding,  Mr.  Weichel. 
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Mr.  Weighed.  That  is  all  right.  Mr.  Bradley,  have  you  any  more 
questions? 

Mr.  Bradley.  No. 

Mr.  Weiohel.  Do  you  know  what  the  rate  on  the  capital-stock  tax 
is— what  is  the  rate  per  hundred,  roughly  ? 

Mr.  Ainslow.  A dollar  and  a quarter. 

Mr.  Weiciiel.  What? 

Mr.  An;  slow.  A dollar  and  a quarter. 

Mr.  Weighed.  So  on  $600  you  could  have  got  away  by  paying  on 
your  real  capital  investment,  you  could  have  paid  $7.25  tax  to  the 
Government? 

Mr.  Ainslow.  That  is  right;  but  we  made  a bad  guess,  and  it  cost 
us  money  i 

Mr.  Weighed.  You  made  a bad  guess? 

Mr.  Ainslow,  We  made  a bad  guess.  , nnn 

Mr.  Weigh  el.  You  would  not  say  that  when  you  owed  $6,100,000, 
that  you  were  worth  3 million — you  would  not  say  that  was  a bad 

guess,  would  you  ? . 

Mr.  Ainslow.  I can  only  suggest,  Mr.  Weiehel,  that  we  get  out  the 
declared  value  excess  profits  tax  law,  and  you  will  readily  understand. 

Mr.  WEiciiel.  Yes,  but  I am  talking,  now— you  made  a statement  to 
the  Government  that  you  were  worth  $3,000,000  at  a time  when  you 
were  only  worth  $600,  and  instead  of  paying  $7.25  capital  tax  you 
paid  $30;625.  What  was  the  reason  for  so  stating,  falsely,  to  the 
Government  that  you  were  worth  $3,000,000,  when  in  fact  you  were 
only  worth  $600?  Why  did  you  do  that?  Did  you  do  it,  by  the 
way,  or  somebody  else? 

Mr.  Ainslow.  Yes;  I did  it. 

Mr.  Weiciill.  You  did  it?  , , , . 

Mr.  Ainslow.  And  you  infer  there  is  something  illegal  about  doing 
it,  and  I was  merely  following  put  the  terms  of  the  law.  The  law 

Mr.  Weiciill  (interposing).  Following  out  the  terms  of  the  law? 

Mr.  Ainslow.  Yes.  We  guessed,  and  we  guessed  wrong,  and  we 
had  to  pay  more  money  to  the  United  States  Government  than  we 
would  have  if  we  had  guessed  right.  . 

Mr.  Weichll.  You  guessed  that  you  were  worth  $3,000,000;  is  mat 

what  you  mean  ? 

Mr.  Ainslow.  For  capital  stock  tax  purposes i;  yes. 

Mr.  Weiciiel.  At  a time  when  you  actually  only  had  $100  and 
were  3 million  in  debt ; that  is  correct  ? All  right. 

At  this  point  I want  to  ask  the  chairman  to  have  the  counsel  secuie 
photostats  of  the  capital  tax  return  beginning  for  the  first  year  of 
the  company  and  from  there  on  down  to  date,  and  photostatic  copies 
of  the  income  tax  returns  of  the  company  from  the  first  year  down 
to  date,  and  to  see  in  what  manner  this  representation  was  used, 
whereby;  you  claimed  to  be  worth  $3,000,000,  and  then  to  see  in  what 
manner  this  representation  in  the  tax  return  of  being  worth  $3,000,000 
when  yoti  were  only  worth  $600,  as  to  how  it  was  used,  and  the  recorcls 
of  the  Maritime  Commission  as  to  what  they  were  worth,  (bee 

exhibit  X^ieman.  insofar  as  the  information  is  permissible  under 
the  law  it  will  be  obtained.  I am  not  familiar  with  the  law,  and  1 clo 
not  knoy  to  what  extent  I can  exact  it. 
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ilr.  Weighed.  I mean,  the  income  tax  won’t 


■fhe  Chairman-.  Insofar  as  the.  legislation  permits,  it  will  be  gotten, 
ill . Weichel.  Well,  I can  ask  for  an  investigation  of  these  par- 
ticular returns,  in  view  of  what  was  said  here,  that  he  represented  he 
was  worth  $3,000,000  where  in  fact  he  only  had  000. 

The  Chairman.  That  is  right. 

Mr.  Weiciiel.  We  can  ask  for  an  investigation  of  the  returns,  if 
we  can  t get  them  any  other  way. 

The  Chairman.  Counsel  will  comply  with  the  request  of  the  com- 
mittee member. 

Mr.  Weiciiel.  Now,  the  $30,000  capital  tax  return.  Now,  what  was 
the  next  ? We  only  got  up  to  a little  over  $200,000. 

Mr.  Ainslow.  Mr.  Weichel,  you  asked  me  if  we  would  furnish  our 
federal  income  and  excess-profits-tax  return,  and  I want  to  tell  you 
that  I am  awfully  glad  that  you  did  ask. 

Mr.  Weiciiel.  Well,  we  will  get  it. 

Mr.  Ainslow.  And  I am  offering  to  you  to  volunteer  them. 

(bee  exhibit  25.) 

Air.  Weiciiel.  Oh,  we  will  get  them.  We  do  not  care  whether  you 
are  happy  or  not.  We  are  going  to  have  them. 

Chairman.  May  I remind  counsel,  we  have  a number  of  others 
Mr  Weiciiel.  Now,  after  that  $30,625,  what  was  the  next  reim- 
bursable amount,  reading  down,  there? 

Mr.  Ainslow.  Legal  expense,  $36,000. 

a r 1 ' "y  EI° i tel.  Legal  expense?  That  is  outside  the  organization? 
Mr.  Ainslow.  Yes,  sir. 

Mr.  Weichel.  That  is  legal  expense  for  what?  I mean,  with  refer - 
ence  f 0 the  dealings  with  the  Maritime  Commission  ? 

Me-  Ainslow.  No,  sir;  not  at  all;  entirely  in  connection  with  suits 
and  threatened  suits  arising  out  of  our  operation,  but  deemed  non- 
reimbursable by  the  Commission.  As  an  example,  one  of  our 

• u'  W?:icl,Er:  (interposing).  Doesn’t  the  Maritime  Commission  re- 
imburse tor  actions  that  you  defend  with  reference  to  building  ships? 
Mr.  Ainslow.  Under  certain  circumstances. 

. Mrv  Weiciiel.  But  these  were  actions  that  the  Maritime  Commis- 
sion  thought  they  were  not  obliged  to  defend  under  their  contract;  is 
til  at  it  { ’ 

, M'-‘  NSL0U.- 'Th G Maritime  Commission  has  set  up— and  this  is 
true  of  the  auditing  expense,  which  I referred  to  before— has  set  up 
cer,(]]n  maxim  inns  of  audit  fees  or  legal  expenses  which  they  will  bear, 
and.  the  balance  must  bo  borne  by  the  contractor. 

r Mr.  Weiciiel.  Well,  this  was  outside  of  what  they  felt  they  were 
liable  for  on  the  contract?  J 

AS example’  th®  Maritirao  Commission  permits 

canon -i. f a?  audlt’  and  °ur  audlt  cost  about  $4,000.  That  excess 
$'V5)0  1S  shown  here  as  nonreimbursable  expense. 

next1item?CHEL'  Ad  right-  What  is  after  legal  expense?  What  is  the 

Mr.  Ainslow.  The  expense  in  connection  with  launchings. 

Mr.  Weiciiel.  Launchings? 

Mr.  Ainslow.  $49,000. 

Mr.  Weichel.  With  reference  to  launchings,  this  is  what  you  paid 
out  for  launchings  ? Does  this  include  the  gifts  ? 
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Mr.  Ainslow.  Yes,  sir.  * . , , , 

Mr.  Weichel.  Is  this  the  amount  that  you  were  not  reimbursed  tor, 

or  is  this  the  tidal  ? . 

Mr.  Ainslow.  We  are  not  reimbursed  for  any  launching  expenses. 

Mr.  Weichel.  You  were  not  reimbursed  for  any  ? 

Mr.  Ainsi.ow.  No,  sir. 

Mr.  Weichel.  All  right ; go  ahead : the  next  item. 

Mr.  Ainsi.ow'.  And  the  gifts  were  $28  pins,  $4  tax. 

Mr.  Weichel.  The  gifts  to  the  fellows  who  had  that  $600,000  were  a 
little  bit  better  than  $28  pins  ? 

Mr.  Ainslow.  The  employees’ salaries. 

Mr.  Weiohel.  Employees ? What? 

Mr.  Ainslow.  $16,000.  , , 

Mr.  Weichel.  $16,000.  That  amounts  over  and  above  $25,000  that 

the  Government  would  allow  paid? 

Mr  Ainslow.  No,  sir;  we  do  not  have  any  employees.  Our  oihcers, 
directors,  or  stockholders  that  got  $25,000.  The  maximum  salary  re- 
imbursed was- , ,,  . , . „ 

Mr.  Weichel.  This  is  the  amounts  the  Maritime  Commission 

thought  you  were  not  allowable  under  the  contract  ? _ . . , 

Mr.  Ainslow.  Under  a system  set  up  by  the  Maritime  Commission  s 
labor  relations  division,  certain  classifications  were  held  to  lower 
salaries  than  the  salary  stabilization  people  permitted.  I he  Mari- 
time Commission  consequently  might  reimburse  us  $350  a month  tor  a 
purchasing  agent,  whereas  we  paid  $100  a month,  and  that  $50  is  one 

of  the  items  included  in , . , , ,, 

Mr.  Weichel  (interposing) . And  this  is  to  get  around,  the  Wage 

Stabilization  Board’s  orders?  , ■ . _ , . , (t  ,nn 

Mr.  Ainslow.  No,  sir;  the  Wage  Stabilization  Board  said  $400 
was  proper  for  that  classification.  The  Maritime  Commission  said, 
“Well,  maybe  that  is  true,  but  we  cannot  afford  to  pay  more  than  $3o0 

for  a wage  scale.”  , _ r . , . , . , 

Mr.  Weigh  el.  This  is  one  time  where  the  Maritime  was  trying  to 

keep  the  expenses  down— at  the  rate  of  $50  a month. 

Mr.  Ainslow.  Mr.  Weichel,  I have  never  come  across  people  more 
loathe  to  pay  out  money  that  they  legally  owed  than  in  the  Maritime 

C°Mrn Weichel.  It  has  not  been  shown  so  far  here  Let 

next  itenji  now.  What  are  these  nonreimbursables  after  $16,000  ? Can 

y ' M r!1  A IN  slo  w A ft  e r $16,000  ? I gave  you  $38,000  last,  didn’t  I ? 

Mr.  Weichel.  No — employees,  16,  I think. 

Mr.  Ainslow."  Traveling  expenses,  $38,000. 

Mr.  Weichel.  Traveling,  O.  K. 

Mr.  Ainslow.  Donations,  $4,500. 

Mr.  Weichel.  Donations,  $4,500. 

Mr.  Ainsi/'W.  Ship  construction  costs,  which  were  nonreimbut sable 


of  $232, 600 
Mr.  Weichel. 
Mr.  Ainslow. 
Mr.  Weichel. 


Ship  construction  costs,  $232,000  ? 

$232,000. 

1YLI-.  vyjsjaijjj™,.  Ship  construction  what?  • 

Mr.  Ainslow.  Costs;  nonreimbursable  costs — c-o-s-t-s. 

Mr.  Wetci  iel.  That  means  things  that  you  put  into  the  ship 

material  ? 
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Mr.  Ainslow.  Expenses  that  we  incurred  in  these  ships. 

Mr.  Weiciiel.  That  would  be  labor  or  material? 

Mr.  Ain-slow.  Overhead. 

• Mr.  Weiciiel.  All  right. 

Mr.  Ainslow.  Overhead  allowance  expense.  Now,  this  is  what  you 
said  wasn’t  applicable  to  the  ships,  but  I still  say  it  is ; $99,000. 

Mr.  Weiciiel.  Ninety-nine  thousand  dollars  overhead  that  you  spent 
for  operating  this  corporation? 

Mr.  Ain  slow.  No;  the  $99,000  is  our  cost  for  maintaining  the  yard 
during  a period  from  when  we  stopped  building  ships,  and  our  bond 
on  this  contract  required  that  we  do  so  at  the  Maritime  Commission’s 
order. 

Mr.  Weiciiel.  Is  that  all  of  them,  now? 

Mr.  Ainslow.  No;  I have  got  miscellaneous,  $31,000. 

Mr.  Weiciiel.  Thirty-one.  Is  that  all  of  them  ? 

Mr.  Ainslow.  And  employees’  bonus  fund,  $244,000. 

Mr.  Weiciiel.  Employees,  $244,000.  What  was  that  for  ? 

Mr.  Ainslow.  That  was  an  incentive  fund  set  up  to  the  employees 
based  upon  a policy  that  Thompson -Starrett  had  had  for  a great  many 
years,  15-percent  bonus  fund,  and  it  is  fully  approved  by  Salary 
Stabilization. 

Mr.  Weiciiel.  It  was  based  on  what  the  Tliompson-Starrett  did? 

I thought  this  was  a St.  Johns  company. 

Mr.  Ainslow.  It  is,  but.  since  Tliompson-Starrett  Co,  controlled  the 
board,  they  carried  over  into  this  company  one  of  their  employee  prac- 
tices that  had  gone  on  for  a good  many  years,  which  was  setting  up  a 
15 -percent  bonus  fund  for  its  employees,  and  it  was  fully  approved 
by  the  Salary  Stabilization  people. 

Mr.  Weiciiel.  All  these  nonreimbursables— that  was  all  charged 
up  on  the  income  tax  as  an  expense  of  doing  business,  was  it  not*  & 

Mr.  Ainslow.  Tentatively. 

Mr.  Weiciiel.  Yes. 

Mr.  Ainslow.  We  haven’t  had  any  income-tax  audits,  yet. 

Mr.  Weiciiel.  You  haven’t  had  any  income-tax  audit,  yet?  You 
haven’t  had  any  tax  to  pay,  yet? 

Mr.  Ainslow.  Not  yet.  No;  it  is  not  that  we  have  not  had  any  in- 
come tax  yet.  We  have  not  been  audited  yet. 

Mr.  Weiciiel.  So  this  was  all  as  a result  of  the  $600  investment? 

Mr.  Ainslow.  There  is  one  more  item,  here,  of  $55,000,  represent- 
ing miscellaneous  stuff. 

Mr.  Weiciiel.  There  is  the  second  miscellaneous? 

Mr.  Ainslow.  Well,  it  happens  to  be  shown  here  as  surplus  items. 

It  did  not  happen  in  a current  year. 

Mr.  Weiciiel.  So  that  the  estimated  fees  were  all  on  that  $600  in- 
vestment, less  the  renegotiation,  which  has  not  happened,  and  less 
what  taxes  you  will  pav — all  on  $600  invested  ? 

Mr.  Ainslow.  Not  $600  worth  of  capital  stock— $600,000  worth  of 

debentures,  and  2%  million  dollars 

Mr.  Weiciiel  (interposing).  Well,  those  were  debts;  those  were  not 
invested  capital,  and  there  wasn’t  any  risk  on  the  part  of  the  in- 
vestors. The  only  risk  was  the  $600? 

Mr.  Ainslow.  $600,000.  There  was  plenty  of  risk  attached  to  it. 

*’  r'  Weichel.  Yes ; but  not  by  those  people  who  formed  the  com- 
pany ? 1 lie  risk  was  by  the  fellow  who  loaned  it.  These  people  that 
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put  in  the  *('.00.  they  did  not  consider  it  as  a risk  at  any  time,  or  ask 
to  get  it  back,  or  have  it  sold?  . . . 

Mr.  Ain-slow.  That  $600,  though,  invested  in  Thompson- btarrett 
was  one  of  |these  people  to  whom  you  just  referred. 

Mr.  Weighed.  That  is  all. 

The  Chairman.  Call  your  next  witness. 

Mr  Coles.  May  I ask  one  more  question,  Mr.  Chairman?  It  came 
up  with  Mr.  Herter’s  question.  I think  it  rather  important.  I can 
phrase  it  so  it  just  takes  a yes  or  no.  . 

The  Chairman.  You  will  have  to  put  it  in  one  question,  and  one 

question  only.  . 

Mr.  Col|es.  One  question,  and  one  question  only,  Judge. 

The  Chairman.  Yes,  sir.  And  I am  not  going  to  open  it  for  any- 
body else.  I have  been  more  liberal  than  I would  really  wish  to  be. 

Mr.  Coles.  In  response  to  Mr.  Herter,  you  stated  that  the  Merrill 
interests  had  put  up  $400,  and  in  return  for  that  got  a two-thirds 
equity  in  this  company  and  whatever  profits  it  might  have.  You  also* 
testified  that  after  taxes,  after  renegotiation,  and  after  all  of  those 
reimbursables,  there  would  probably  be  about  $300,000  remaining  for 
distribution  to  stockholders.  On  the  $400  which  the  Merrill  interests 
put  up,  do  they  not  thus  get  a net  return  after  taxes,  after  nonreim- 
bursables,  ■ and  after  renegotiation,  of  50000  per  cent  on  that  $400' 
investment? 

Mr.  Ainslow.  Arithmetically,  if  you  will  leave  out  the  years  o± 
shipbuilding  know-how — right. 

Mr.  Coles.  That  is  all.  Thank  you.  _ _ 

(Information  furnished  by  the  St.  Johns  River  Shipbuilding  Co., 
in  response  to  the  committee’s  questionnaire,  was  received  for  the 
record  and  marked  “Exhibit  24.”) 

The  Chairman.  Stand  aside.  Next  witness.  Thank  you  very 
much.  Next  witness,  please. 

Mr.  Gennett.  The  Bethlehem -Fairfield  Shipyard. 

The  Chairman.  Bethlehem-Fairfield  Shipyard.  Is  the  repre- 
sentative here?  If  he  is,  take  the  stand.  Please  come  up  and  be 
sworn.  Ijs  the  witness  here  % 

Mr.  Ho|mer.  Right  here, -Judge  Bland. 

The  Chairman.  One  or  more? 

Mr.  Homer.  One.  . 

The  Chairman.  One?  All  right.  All  who  are  going  to  testify, 
now,  hole}  up  tfieir  hands.  You  do  solemnly  swear  that  the  testimony 
you  will  give  in  this  hearing  and  all  future  hearings  on  this  investi- 
gation wfll  be  the  truth,  the  whole  truth,  and  nothing  but  the  truth, 
so  help ■yqu  God. 

Mr.  Homer.  I do. 

j 

TESTIMONY  CP  ARTHUR  B.  HOMER,  PRESIDENT  0E  BETHLEHEM- 
EAIREIELD  SHIPYARDS,  INC. 

Mr.  Gennett.  Will  you,  sir,  give  your  full  name  for  the  record? 

Mr.  Homer.  Arthur  B.  Homer. 

The  Chairman.  Homer? 

Mr.  Homer.  Homer — H-o-m-e-r. 
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The  Chairman . You  did  not  write  the  Iliad? 

Mr.  Homer.  No;  that  came  a little  before  my  time. 

Mr.  Gennett.  What  is  your  position  with  the  Bethlehem-Fairfield 
Shipyard  ? 

Mr.  Homer.  President  of  Bethlehem-Fairfield  Shipyard. 

Mr.  Gennett.  You  were  president  during  the  wartime  operations 
of  the  shipyard  ? 

Mr.  Homer.  Yes. 


Mr.  Gennett.  Can  you  tell  us  briefly  the  circumstances  leading  to 
the  formation  of  the  Bethlehem-Fairfield  yard— which  is,  I take  it, 
a wholly  owned  subsidiary  of  Bethlehem  Steel  CorpJ 

Mr.  Homer.  Well,  answer  your  last  question,  first,  yes,  it  is  the 
wholly  owned  subsidiary  of  the  Bethlehem  Steel  Corp.;  and,  an- 
swering your  first  one,  I would  like  to  give  you  the  answer  to  it  in 
this  way. 

I understand  that  the  primary  interest  of  the  committee  at  this 
time  is  an  accurate  and  detailed  accounting  of  the  profits  of  those 
companies,  which  were  called  upon  by  the  Maritime  Commission  to 
carry  out  its  wartime  emergency  cargo  vessel  construction  program. 

It  has  seemed  to  me  that  it  might  bo  helpful  and  that  it  might 
save  the  committee’s  time  if  I were  briefly  to  summarize  our  record 
as  it  bears  upon  the  construction  of  ships  at  Fairfield. 

When  the  Liberty  ship  construction  program  was  begun  early  in 
1941,  the  need  for  a vast  and  unprecedented  addition  to  the  Nation’s 
ocean-cargo  fleet  was  of  supreme  urgency.  It  came  on  top  of  the 
already  enormous  Navy  program  at  a time  when  all  of  the  privately 
owned  shipbuilding  facilities,  as  well  as  engine-producing,  boiler- 
productmg,  and  material-producing  facilities  were  all  completely 
committed  to  the  Navy’s  shipbuilding  program,  the  Maritime  Com- 
mission s long-range  tanker  and  freighter  program,  and  to  other 
national  defense  efforts. 


When  late  in  1940,  President  Roosevelt  called  upon  the  Maritime 
Commission  to  arrange  for  the  expedited  construction  of  hundreds  of 
additional  emergency  ocean-going  cargo  ships,  there  appear  to  be  no 
yards  m which  the  ships  could  be  built,  and  no  plants  in  which  the 
engines,  boilers,  and  materials  for  them  could  be  produced. 

The  Maritime  Commission  called  upon  Bethlehem  Steel  to  take  over 
a very  substantial  part  of  the  program. 

Bethlehem’s  long  experienced  shipbuilding  personnel  and  organiza- 
tmn  was  already  engaged  in  a shipbuilding  program  for  the  Navy 
and  the  Maritime  Commission  greater  than  any  single  shipbuilding 
organisation  ever  had  undertaken.  It  immediately  agreed  to  under* 
take  this  additional  shipbuilding  assignment.  For  this  new  emer- 
gency program,  an  old,  partially  completed  shipyard,  which  had 
never  produced  a ship,  but  which  included  four  partially  completed 
shipways  and  a few  small  shops,  was  found  at  Fairfield,  Md,  near  Bal- 
“d  near  it  was  a large  car- fabricating  shop  which  could  be 
I?*  fabricating  ship  material.  Our  well-established  shipbuild- 
mg,  ship-repairing  and  steel-making,  processing  and  fabricating  per- 
sonnel  and  facilities  m the  Baltimore  district  were  freely  called  upon 
o help.  We  knew  that  there  was  available  a large  though  untrained 
labor  supply  m that  locality  from  which  we  could  build  up  a new 
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shipyard  fbrce,  thereby  avoiding  the  necessity  of  moving  labor  to  an 
isolated  location  with  the  attendant  problems  and  costs  of  housing 
and  transportation. 

It  was  evident  to  the  Commission  that  whenever  and  as  soon  as  the 
program  Had  been  completed,  there  would  be  no  need  for  the  emer- 
gency  facilities  which  would  be  required  to  carry  out  this  piogram, 
since  the  qapacity  of  the  old  established  private  shipyards  had  been 
expanded  far  beyond  any  possible  peacetime  demand  for  ship  con- 
struction. The  Commission  therefore  immediately  decided  that  the 
cost  of  the'  emergency  shipbuilding  facilities  would  have  to  be  recog- 
nized as  a part  of  the  cost  of  building  the  fleet  and  undertook  to  bear 
the  cost  of | the  facilities  if  Bethlehem  would  agree-  to  undertake  their 
construction.  This  we  agreed  to  do  without  fee. 

To  the  production  of  the  material  necessary  for  the  emergency  ships, 
and  to  the!  fabrication  of  the  material  for  the  ships  and  to  the  con- 
struction of  the  ships,  we  undertook  to  devote  Bethlehem’s  construc- 
tion, production,  technical,  shipbuilding,  and  procurement  personnel 
as  w'ell  as  Bethlehem’s  existing  production,  fabricating  and  shipbuild- 
ing facilities,  and  the  financial  resources  which  had  been  invested  in 
Bethlehem  by  its  stockholders.  . 

To  perform  this  vast  job  in  an  orderly  way,  we  organized  Bethle- 
hem-Fairfield  Shipyard,  Inc.,  in  January  1941  with  a nominal  capital 
of  $1,000,000  in  cash.  After  completing  the  construction  of  the  new 
emergency  shipbuilding  facilities  our  yard  at  Fairfield  in  December 
1941  delivered  Americans  first  Liberty  ship,  the  Patrick  Henry,  19  days 
ahead  of  tfie  contract  delivery  date. 

For  the  Nation’s  emergency  cargo  ship  program  Bethlehem  pro- 
duced 2,700,000  tons  of  rolled  steel;  fabricated  42,000  tons  of  mate- 
rial ; cast  or  forged  and  machined  44,000  tons  of  propellers,  shafting, 
stern  frames,  and  the  like;  and  constructed  and  delivered  508  ships 
at  Fairfield- 

Our  yard  at  Fairfield  built  more  ships  than  any  other  single  ship- 
yard in  tlje  country,  and  its  costs  on  Victory  ships  were  lower  than 
those  of  any  other  yard  in  the  country. 

Fairfield  s performance  in  the  Nation’s  LST  tank-landing-ship  pro- 
gram, whjch  was  of  vital  strategic  importance,  exceeded  that  of  any 
yard  in  the  country  except  Bethlehem’s  yard  at  Quincy,  Mass.,  which 
as  you  knqw,  is  an  old  and  well-established  ship-construction  yard. 

Fairfield  consistently  delivered  ships  far  ahead  of  schedule  and 
consistently  at  low  cost. 

With  this  too  brief  background  picture  of  the  task  that  was  put  up 
to  us  and  of  our  performance  of  that  task,  we  can  now  discuss  profits, 
which  I shall  do  in  round  figures.  The  average  cost  of  such  ships 
to  the  Government  was  $1,900,000.  This  includes  all  costs  of  every- 
thing that  went  into  the  ships  in  the  way  of  labor  and  material.  It 
does  not  include  any  part  of  the  cost  of  the  emergency  shipbuilding 
facilities  used  in  building  the  emergency  fleet. 

On  each  such  average  $1,900,000  per  ship,  Bethlehem  earned  a profit 
after  renegotiation  and  taxes  of  $28,000.  This  includes  all  profit  on 
steel,  on  forgings,  on  castings,  on  fabricated  steel  material,  and  on 
the  shipbuilding  activities  at  Fairfield. 

A morel  detailed  record  as  to  profits  on  the  various  classes  of  ships 
built  at  Fairfield  is  as  follows : 
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On  LST  tank-landing  ships,  which  had  a total  delivered  labor  and 
material  cost  of  $1,576,000  per  ship,  Bethlehem  had  a total  net  profit 
on  shipbuilding  work  and  on  material  manufactured  by  it  of  $15,600. 

On  liberty  ships,  having  a total  labor  and  material  delivered  cost 
of  $1,807,000,  Bethlehem  had  a total  net  profit  of  $23,000,  and  on 
Victory  ships,  which  had  a total  labor  and  material  delivered  cost  of 
$2,471,000  per  vessel,  Bethlehem  had  a total  net  profit  of  $51,000. 

These  figures  are  average  costs  for  each  class  of  vessels  at  Fairfield 
and  average  profits  for  each  class  of  vessels,  but  the  profits  include 
the  entire  profit  to  Bethlehem  on  shipbuilding  work,  material,  and 
everything  else.  The  total  cost  of  the  labor  and  matorial  that  went 
into  the  508  ships  was  almost  $1,000,000,000 — actually  $973,587,128. 
The  aggregate  of  all  profits,  after  renegotiation  and  taxes  realized 
on  all  of  the  material  furnished  by  Bethlehem  for  the  508  ships  built 
t Fairfield  and  on  all  the  work  performed  by  it  in  building  the  ships 
is  $14,200,000.  Bethlehem’s  profit  was,  therefore,  about  1.46  percent 
the  delivered  cost  of  the  ships. 

411  of  Bethlehem’s  resources  were  made  available  for  use  in  the 
urgency  cargo  vessel  construction  program  in  common  with  Bethle- 
m’s  other  vast  war  programs.  Its  properties  had  at  that  time  a gross 
ost  to  Bethlehem  of  about  $840,000,000.  Bethlehem’s  cash  and  cur- 
rent assets  amounted  to  about  $180,000,000,  and  of  this  amount  over 
$16,000,000  was  used  in  connection  with  the  operations  of  Fairfield. 

It  is,  of  course,  obvious  that  all  of  Bethlehem’s  physical  assets  and 
all  of  Bethlehem’s  cash  and  current  assets  were  not  used  in  connection 
with  building  the  508  ships,  but  there  is  no  way  of  determining  exactly 
which  of  Bethlehem’s  own  property  was  involved  in  the  production 
of  the  material  and  the  fabrication  of  parts  that  went  into  these  ships. 
But  to  the  extent  that  Bethlehem’s  entire  assets  and  organization  in- 
cluding Bethlehem  Steel  Corp.,  Bethlehem  Steel  Co.,  both  ship  and 
steel  divisions  and  other  subsidiary  companies,  were  needed  in  the 
emergency-cargo  program,  and  to  the  extent  they  could  be  diverted 
from  other  war  production  work,  they  were  wholeheartedly  devoted 
to  the  efficient  prosecution  of  the  emergency  cargo  ship  program. 
There  can  be  no  question  that  if  almost  a billion  dollars  of  Bethle- 
bem  s productive  assets  and  cash  had  not  been  available,  it  is  doubtful 
if  the  Nation’s  emergency  cargo  shipbuilding  program  could  have  been 
performed. 


In  addition  to  the  vast  amount  of  cash  and  material-producing  and 
fabricating  facilities  which  Bethlehem  devoted  to  the  successful  pros- 
ecution of  the  emergency  cargo-ship  program,  Bethlehem  and  its  stock- 
holders made  another  equally  important  and  essential  contribution  to 
that  program. 

Over  a period  of  almost  40  years  and  sometimes  at  a loss,  the  stock- 
holders of  Bethlehem  had  financed  the  organization,  development,  and 
maintenance  of  Bethlehem’s  fully  integrated  shipbuilding  organiza- 
of  technical  and  supervisory  forces  and  of  trained  workmen, 
skilled  m the  shipbuilding  crafts  and  trades,  without  which  America’s 
wartime  fleet  of  ships  could  not  have  been  produced.  No  one  can 
DU  lid  ships  without  a basic  nucleus  of  trained  shipbuilders  around 
which,  and  by  means  of  which,  the  general  shipyard  labor  force  is  de- 
veloped and  coordinated.  Bethlehem’s  trained  organization  of  skilled 
Shipyard  workmen  and  supervisory  personnel,  and  similar  organiza- 
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tions  which  had  been  maintained  by  the  other  four  or  five  old-line 
established  shipbuilding  companies,  were  repeatedly  turned  to  and  L. 
drawn  upon  to  provide  the  backbone  and  essential  base  upon  which  . 
were  established  the  emergency  wartime  yards,  such  as  Fairfield  and 
yards  managed  by  general  construction  companies.  Bethlehem  made 
an  essential  and  vital  contribution  of  trained  men  not  only  to  the  F air- 
field yard  but;  to  many  of  the  other  emergency  war  yards. 

At  Fairfield  we  built  up  our  labor  force  to  over  47,000  men  through 
intensive  trai  ling  and  job-instruction  programs.  But  without  a basic 
nucleus  of  from  800  to  900  skilled  shipbuilders  drawn  from  Bethle- 
hem’s own  long-established  shipyards,  and  trained  over  many  years  at  ^ 
high  cost,  all  of  which  was  borne  by  the  investments  made  by  Bethle-  » ~ 
hem’s  stockholders,  the  Fairfield  shipyard  with  all  of  the  facilities 
installed!  with  Government  funds  could  never  have  built  ships  upon  r ' 
successful  production  basis,  unless,  of  course,  we  at  Fairfield  had  don 
what  most  of  the  other  emergency  yards  were  forced  to  do — that  ' 
raid  the,  shipbuilding  skills  and  supervisory  forces  that  are  assets 
some  old-line,  established  shipyard  whose  basic  shipbuilding  orga 
zation  had  been  built  up,  trained,  and  maintained  at  the  expense 
invested;  funds  furnished  by  stockholders  other  than  our  own. 

Let  me  emphasize  this  one  fact.  Seaworthy,  oceangoing  ships  car 
not  be  built  in  America,  either  in  time  of  war  or  in  time  of  peace, 
unless  we  maintain  in  America  at  all  times  an  adequate  force  of  trained 
Shipbuilding  skills  and  it  has  been  our  experience  in  America  that  the 
maintenance  of  the  essential  basic  shipbuilding  force  in  times  of  peace 
is  a costly  and  generally  unprofitable  undertaking,  indispensable 
though  is  has  always  been  and  always  will  be  for  the  safety  of  our  Na- 
tion in  times  of  emergency. 

I have  been  told  that  I might  be  asked  why  Bethlehem  was  paid  a 
rofit  for  the  work  we  did  in  connection  with  the  emergency  ship- 
uilding  program.  In  other  words,  why  was  it  proper  for  Bethlehem 
to  earn  .ja  profit  of  $28,000  per  ship  for  the  material  it  manufactured 
and  the, work  it  performed  to  build  emergency  oceangoing  ships,  the 
average  delivered  cost  of  which  was  $1,900,000?  What  justified  that 
profit  of  about  1.46  percent  ? 

First.|  It  was  a part  of  a low  return  on  the  invested  assets  of  about 
$1,000,000,000  which  were  committed  by  Bethlehem’s  80,000  stockhold- 
ers to  the  war  production  effort. 

Second : The  1.46-percent  profit  on  the  delivered  cost  of  the  ships 
built  at  Fairfield  was  partial  compensation  for  the  long-term  invest- 
ment wjiich  the  stockholders  of  Bethlehem  had  made  in  developing 
and  maintaining  an  essential  and  substantial  part  of  America’s  vitally 
needed  shipbuilding  skills. 

Third.  The  1.46-percent  profit  was  compensation  for  producing  ma- 
terials psed  in  building  the  emergency  cargo  ships,  fabricating  mate- 
rial, organizing  the  emergency  yard,  and  building  the  508  emergency 
cargo  vessels. 

Fourth.  Let’s  approach  this  question  from  the  other  direction.  Why 
did  the  Maritime  Commission  allow  a profit  to  Bethlehem  for  the  con- 
structiop  of  508  ships  of  the  emergency  fleet  ?.  Or  stated  another  way — ■ 

Why  dijd  the  Commission  enter  into  cost-plus-incentive-fee  contracts  ? 

During  the  negotiation  of  the  contracts  for  the  emergency  fleet  of 
cargo  ships  in  1941,  the  Commission’s  representatives  recognized  that 
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the  contractors  would  be  confronted  by  uncertainties  as  to  the  amounts 
of  the  costs  of  performing  the  shipbuilding  contracts.  The  contrac- 
tors were  being  asked  by  the  Commission  to  undertake  the  construc- 
tion of  hundreds  of  major  oceangoing  vessels  in  yards  which  not  only 
were  not  in  existence  at  the  time  the  negotiations  were  taking  place, 
but  which  were  to  be  built  concurrently  with  the  construction  of 
many  of  the  vessels  desired  by  the  Commission.  Furthermore,  the 
contractors  had  not  then  had  the  opportunity  even  to  begin  to  build 
up  the  huge  untrained  labor  forces  which  would  be  required  for  such 
an  unprecedented  shipbuilding  program  and,  since  neither  the  kind 
of  labor  which  could  be  obtained,  nor  its  exact  source,  were  then 
Known,  it  was  not  possible  to  forecast  the  extent  to  which  labor-train- 
ing programs  would  have  to  be  developed  and  maintained  by  the 
contractors  in  order  to  create  t Ire  shipbuilding  organizations  required 
to  complete  the  expedited  delivery  schedules  which  were  made  neces- 
;ary  by  the  Nation’s  defense  necessities.  The  Commission’s  represent- 
atives also  realized  that  the  1941  wage  rates  could  not  be  used  to 
"■determine  the  costs  to  be  incurred  in  constructing  vessels,  since  it  was 
6Rven  then  apparent  that  wage  rates  would  be  increased  in  unpredict- 
able amounts  while  the  vessels  were  under  construction  as  a part  of  a 
C'national  defense  program  which  would  inevitably  create  serious  labor 
r shortages  throughout  the  country.  In  view  of  the  abnormal  costwise 
uncertainties  inherent  in  undertaking  the  construction  of  great  num- 
bers  of  vessels  under  such  circumstances,  the  Commission  recognized 
that  it  could  not  justifiably  ask  or  expect  any  contractor  to  undertake 
the  construction  of  the  emergency  cargo  vessels  upon  a fixed-price 
basis,  and  that  whatever  the  cost  of  the  extraordinary  emergency  pro- 
gram  might  be,  the  cost  should  be  borne  by  the  entire  Nation. 

he  Commission  also  recognized  that  the  contractor  was  entitled 
to  some  reasonable  fee  for  the  extraordinary  task  that  was  being  under- 
taken. The  Commission  also  realized  that  a variable  fee  based  on 
low-cost  efficient  performance  and  speed  of  delivery  was  the  onlv 
eftective  way  that  the  Commission  had  of  controlling  the  performance 
the  tremendous  emergency  shipbuilding  program.  It  seems  clear 
that  if  the  form  of  contract  had  provided  for  a fixed  fee  or  even  for 
n°  ui  t the  total  cost  of  the  emergency  shipbuilding  program 
would  have  been  increased  by  hundreds  of  millions  of  dollars.  For 
if  the  contract  had  provided  that  the  contractor  would  be  paid  his 
cost  and  nothing  more,  each  contractor  would  have  been  guided  in 
the  performance  of  his  contract  solely  by  his  own  judgment.  Some 
contractors  would  have  undertaken  to  build  the  greatest  possible 
number  of  ships,  completely  disregarding  cost  and  adding  every  pos- 
sible man,  whether  competent  or  incompetent  and  whether  needed  for 
a reasonably  full  day  s work  or  not,  on  the  theory  that  no  matter  how 
inefficient  the  additional  workmen  might  be  or  how  overcrowded  the 
yard  might  be,  such  additional  man  might  get  out  a little  bit  more 
work  borne  contractors  might  have  sought  above  all  else  to  keep 
costs  low  even  at  a sacrifice  of  production. 

To  complete  successfully  the  Commission’s  program,  neither  of  these 
approaches  could  be  followed. 

What  the  Commission  wanted  and  what  the  Nation  had  to  have  was 
a balance  between  these  two  approaches;  and,  by  providing  for  a vari- 
able fee  based  both  on  efficient  low-cost  performance  and  early  de- 
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liverv  of  ships,  the  Commission  provided  automatic  controls  that 
substantially  contributed  to  the  successful  completion  of  such  a vast 

611 TKrrSS'the  basis  as  established  has  been  tested  and  proven 
by  the  extraordinarily  successful  performance  of  our  emergency 

^KSpuflSd  a figure  of  about  $54,000^00  as  representing 
Bethlehem’s  profit  on  the  shipbuilding  work  at  Fairfieid.  Let  s see 
what  this  figure  should  be.  After  renegotiation  and  taxes,  the  amount 
actually  realized  as  profit  by  Bethlehem  on  the  Fairfield  shipbiulding 
work,  excluding  profit  on  Bethlehem  manufactured  material  that 
went  into! the  ships,  was  $12,449,968  or  1.3  percent  of  the  delivered  ^ 
cost  of  the!  vessels ; and  the  over-all  profit  to  Bethlehem  was  $14,200,000, 
or  1.46  percent  of  the  delivered  cost  of  the  ships. 

The  Congress  saw  to  it,  at  the  very  beginning,  that  no  excessive 
or  unreasonable. profits  could  be  made  on  this  program.  It  did  thr 
by  retaining  the  right  to  renegotiate  (after  completion)  any  contrac 
if  unreasonable  profit  developed,  and  it  taxed  the  remainder  through- 
normal  tax,  surtax,  and  excess  profits  tax.  It  seems  necessary  to  em- 
phasize this  if  the  public  is  to  obtain  an  accurate  picture  of  the  trim 

neThe°Gtovernment1p^licy  of  providing  emergency  capital  facilities-, 
and  letting  contracts  to  private  builders  on  a variable  fee  basis  (de- 
pendent upon  efficient  performance  and  speed  of  delivery ) not  on  y 
resulted  in  a brilliant  performance  and  won  the  victory,  but  it  also 
saved  vast  sums  of  the  taxpayers’  money.  It-  automatically  set  a 
formula  upon  which  thousands  of  firms  and  people  could  work  m the 
best  intetests  of  the  Nation  as  a whole.  Any  other  method  would 
have  resulted  in  uncertainty  and  delay.  I believe  the  results  speak 
for  themselves  and  that  the  public  appreciates  the  shipbuilding  accom- 
nlishments  It  was  a successful  program,  gentlemen,  and  one  that 
can  stand  as  a fine  tribute  to  the  intelligent  teamwork  of  Government 
and  industry  working  together  to  win  a war.  i hank  you. 

Mr  Gmneto  Mr^HoiiiCT,  there  are  a few  questions  that  I would 

llkThe  Chairman.  Just  as  few,  now,  as  possible.  Go  ahead. 

Mr  Gennett.  You  have  commented  about  the  profit  ot  $54,000,000 
that  vou 'have  seen  published  in  the  newspaper;  the  figure  is  m fact, 
slightly  less  than  $54,000,000.  It  was  given  to  us  by  the  Maritime 
Commission  Now,  your  own  figures,  which  you  forwarded  to  the 
committee  recently,  show  that  before  renegotiation  and  taxes  the 
profits  earned,  were  $51,851,092. 

Mr.  Bradley.  Will  counsel  yield* 

Mr  (ttsnnett.  Yes,  sir.  , 

Mr  bSadley.  I think  it  is  fair  to  point  out,  Mr.  Homer,  that  per- 
haps that  term  “total  profits”  on  this  Maritime  Commission  chart  is 
a misnonier.  It  should  be  “fees  paid. 

Mr  Gennett.  That  is  right.  . . . , , „ , 

Mr  Bradley.  Clearly  it  is  not  profits,  it  is  fees  paid  before  taxes. 

Mr.  GEnnett.  I put  this  to  you,  because  m most  cases  we  have  ob- 
tained figures  from  various  witnesses  before  taxes  and  renegotiation, 
as  well  aS  after  taxes  and  renegotiation.  I understand  from  your  own 
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statement  that  after  renegotiations  and  disallowed  costs  the  fees  and 
profits  earned  were  $40,911,865,  or  a total  of  8.3  percent  on  the  gross 
sales  value. 

The  Chairman.  What  is  the  question?  Is  that  the  question? 

Mr.  Gennett.  I am  asking  if  that  figure  is  correct. 

Mr.  Homer.  Would  you  mind  repeating  that  question  again? 

The  Chairman.  If  you  can. 

(Question  read.) 

Mr.  Homer.  Did  you  not  also  say  that  this  was  before  Federal  taxes, 
based  on  income  ? 

Mr.  Gennett.  Yes,  sir. 

Mr.  Homer.  $40,911,865.,  before  Federal  taxes? 

Mr.  Gennett.  That  is  right. 

Mr.  Homer.  That  is  what  we  gave  you. 

Mr.  Gennett.  I stated  that  it  is  what  you  gave  me. 

Mr.  Homer.  You  are  reading  from  our  statement? 

Mr.  Gennett.  Yes. 

Mr.  Homer.  Yes;  all  right. 

Mr.  Gennett.  I am  pointing  out  that  the  figures  you  gave  in  your 
prepared  statement  of  12  or  14  million— I forget  the  exact  figure— were 
after  taxes.  The  figures  I want  now  are  the  total  fees  and  profits  paid 
to  you— before  taxes  and  before  renegoti ation.  Further,  what  was  the 
figure  after  renegotiation?  Is  the  $40,000,000  after  renegotiation  of 
profits  ? 


Mr.  Homer.  After  renegotiation. 

Mr.  Weichel.  May  I ask,  there,  is  that  after  renegotiation  of  this 
so-called  53,000,000  in  this  exhibit  1? 

Mr.  Gennett.  Exhibit  1,  Mr.  Weichel,  does  not  quite  agree  with 
the  figures  furnished  by  Hie  Bethlehem-Fairfield  Co.,  whose  figures 
are  $51,851,000.  & 

Mr.  Weiciiel.  Oh,  just  for  a couple  of  million,  we  won’t  argue  with 
him.  After  renegotiation,  what  is  the  whole  thing— this  40? 

Mr.  Gennett.  Yes,  sir. 

Mr.  Homer.  That-  is  before  taxes. 

Mr.  Gennett  Yes,  sir;  you  gave  us  the  figures  after  taxes. 

Mr.  Homer.  Yes;  and  after  renegotiation. 

Mr.  Gennett.  And  after  renegotiation.  Now,  have  you  any  figure- 
as  to  the  percentage  earned  on  the  net  volume  of  business,  before 
renegotiation  ? 


Mr.  Homer.  You  mentioned  some  percent,  there;  I do  not  know 
what ; and  you  wanted  me  to  confirm  it.  I think  I had  better  check  it 
Mr.  Gennett.  All  right,  sir.  I took  the  figure  of  $40,911,865 
Mr.  Homer.  Yes. 

Mr.  Gennett.  Which  is  fees  and  profits  after  renegotiation  and: 
QOQci0^ed  C°StS’  and  before  taxes>  to  the  total  payments  of  $5l3,- 

Mr.  Homer.  Where  did  that  come  from? 

Mr.  Gennett.  That  is  on  your  statement,  in  column  J. 

Mr.  Homer.  That  is  the  amount  paid. 

Mr.  Gennett.  On  the  contracts  ? 

Mr.  Homer.  Yes ; well,  that  doesn’t  mean  anything.  The  figure  vou 
have  given  to  us  is  $973,587,128.  J 

Mr.  Gennett.  That  sum  includes  Government  materials. 
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Mr.  Homer.  Certainly;  that  is  the  cost  of  the  ship. 

Mr.  Gen-nett.  Yes;  what  is  it  on  the  amount  that  Bethlehem  put 
in, then? 

Mr.  Homer.  What  do  you  mean,  “Bethlehem  put  m 5 
Mr.  Gennett.  You  state  that  the  figure  should  be  900,000,000.  I 
have  takfn  a much  smaller  figure  of  513,000,000,  which  gives  the  dif- 
ference  of-  ■ 

Mr.  Homer  (interposing).  Why  don’t  you  take  1,000,000  dollars? 

You  will  get  a higher  percentage. 

Mr.  Gannett.  I am  not  trying  to  get  a higher  percentage.  1 am 
merely  trying  to  get  the  facts.  . 

Mr.  Homer.  Well,  what  is  your  percentage  figure  based  on  ( 

Mr.  Gennett.  My  percentage  figure  is  based  on 

Mr.  Homer  (interposing) . I am  not  supposed  to  ask  you  questions; 

you  ask  ine ! 

Mr.  Gennett.  Well,  that  will  be  all  right  with  me. 

The  Chairman.  That  is  all  right. 

Mr  Gennett.  The  percentage  which  I gave,  8.3  percent,  is  the  re- 
lation of  $40,000,000  to  the  total  payments  made  by  the  Commission, 
513,000,000  which  represent  the  work  performed  by  the  Bethlehem- 

F airfield  Yards,  Inc.  ..  . ' , ™ ^ 

Mr.  Homer.  Well,  those  were  payments  up  to  a certain  date,  lhey 

do  not  represent. ....  ,n 

Mr  Bradley  (interposing).  I think  the  discrepancy,  there,  Mr. 
Homer,  is  due  to  the  fact  that  in  setting  up  all  these  figures  we  have 
realized  in  many  yards  the  Maritime  Commission  purchased  the  steel 
and  furnished  it  to  the  shipbuilder,  and  then  his  records  show,  as  for 
instance  mine  do,  here,  given  us  by  the  Maritime  Commission,  that 
they  made  you  a total  payment  of  513,000,000  for  services  performed 
in  the  construction  of  the  ships,  not  including  the  material. 

Mr.  (Jenn  ett.  Which  the  Government,  of  course,  furnished,  Mr. 

B Mr  .Bradley.  Well,  in  the  case  of  Bethlehem,  you  see  they  furnished 
the  steel,  but  I mean  the  Maritime  Commission  presumably  had  the 
Bethlehem  Co.,  and  in  turn  the  Bethlehem  Steel  Co. ; the  Maritime 
Commission  then  furnished  it  to  the  Bethlehem-Fairfield.  I presume 
that  is  the  way  they  did  it.  That  is  the  way  they  did  everywhere  else. 
Mr.  Homer.  Will  you  use  the  total  amounts  paid,  or  payable,  as 

your  base?  , ....  . 

Mr  Genn  ett.  You  mean  the  973  million . . . 

Mr!  Homer.  No— $534,229,958.  That  is  the  total  amounts  paid,  or 

^SaGennett.  That  $534,229,958  includes  a portion  of  the  fees,  Mr. 
HomerT  and  I think  that  would  give  a greater  percentage  figure  than 
the  8 3 percent  which  I mentioned.  I have  deducted  m this  computa- 
tion fees  of  22  million,  and  nonreimbursed  costs  of  239  thousand.  _ 

Mr  Homer.  Well,  your  mathematical  calculation  may  be  all  light, 
but  wet did  not  agree  that  that  is  the  basis  on  which  you  should  cal- 
culate profit  on  the  work.  Now,  does  that  answer  your  question  .■ 

Mr.  Gennett.  That  is  all  right.  Will  you  state  what  basis  you 
think  the  profit  should  be  calculated  upon? 

Mr.  Homer.  It  should  be  calculated  upon  the  total  delivered  cost 
of  the  vessels  to  the  Government,  which  would  be  $973, 58 (,1/s. 
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Mr.  Gektnett.  And  upon  that  sum 

Mr.  Homer.  It  is  4.3  percent  before  taxes. 

Mr.  Gennett.  Before  taxes  ? 

Mr.  Homer.  Yes,  sir. 

Mr.  Weiciiel.  Does  that  include  what  the  Government  put  in,  the 
material  that  they  put  in  ? 

Mr.  Homer.  The  Government  did  not  put  anything  in.  We  put 
it  in. 

Mr.  Weichel.  This  was  all  reimbursable,  that  you  charged  together  i 

Mr.  Homer.  No,  no,  no;  not  all  of  it.  To  us.  The  Government 
furnished  some  of  that  material. 

Mr.  Weichel.  Y ou  are  making  the  base  of  your  figure  on  the  basis 
that  the  material  that  the  Government  furnished  was  added  to  what 
you  furnished  ? 

Mr.  Homer.  We  are  figuring  on  the  base  of  the  delivered  cost  of 
the  ship ; that  is,  the  cost  of  the  ship  as  we  delivered  it  to  the  Gov- 
ernment. 

Mr.  Weichel.  Yes,  but  about  half  of  that  amount  was  put  up  by 
the  Government  for  material.  Did  you  base  it  on  those  % * 

Mr.  Homer.  The  Government  did  not  piit  anything  in.  We  put  it 
in.  The  Government  may  have  purchased  it. 

Mr.  Weichel.  Well,  I mean  the  Government  purchased  it.  You 
are  making  the  estimate  on  the  basis  of  the  material — all  material 
bought?  Tell  us  what  you  did. 

Mr,  Homer.  That  is  right,  but  the  cost  of  a,  ship  is  the  total  cost 
of  the  ship,  including  the  material  that  went  into  it. 

Mr.  Weichel.  But  you  are  basing  this  on  what  the  Government 
put  in  by  way  of  material,  which  you  did  not  put  in?  I mean,  they 
bought  it — purchased  it. 

Mr.  Homer.  They  bought  it  and  furnished  it  to  us  to  install  in  the 
ship  or  to  work  into  the  ship.  It  went  out  as  part  of  the  ship,  and  we 
performed  labor  in  doing  that  job. 

Mr.  Bradley.  May  I ask  a question,  right  there,  as  to  the  method 
which  you  built  ships  by,  Mr.  Homer?  I ask  that  for  this  reason. 

As  I explained  to  counsel,  or  explained  to  you,  most  of  these  con- 
tractors have  all  had  the  material  under  their  standard  contracts  fur- 
nished to  them  by  the  Maritime  Commission,  on  these  manufactured 
products.  I was  wondering  whether  in  the  case  of  Bcthlehem-F air- 
field perhaps  the  Maritime  Commission  were  billed  the  steel  by  Beth- 
lehem Steel  Co.,  and  turned  it  over  to  Bothlehem-Fairfield,  and  the 
charge,  the  fees  paid  to  Bethlehem-Fairfield  were  for  the  processing 
or  the  construction  of  the  ships  from  that  steel.  Is  that  the  way  it  was 
handled  in  the  case  of  Bethlehem  ? 

Mr.  Homer.  The  Maritime  purchased  the  steel. 

Mr.  Bradley.  They  purchased  the  steel  ? 

Mr.  Homer.  And  allocated  it  to  the  different  yards;  but  we  may 
have  had  a large  amount  of  money  in  the  steel  that  went  to  Fairfield. 

Mr.  Bradley.  I appreciate  that. 

Mr.  Homer.  Because  of  the  stock  carried  at  Fairfield,  for  which  we 
had  not  been  paid,  ’ There  is  always  a lag  there,  but  essentially  prac- 
tically all  of  the  material  was  furnished  by  the  Maritime  Commission 
under  their  over-all  purchasing  plan  to  buy  in  quantity  and  then 
allocate  to  the  different  yards.  The  only  difference  between  our  doing 
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it  and  their  doing  it  was  that  they  set  up  the  purchasing  department 
and  said,  “We  will  do  it,  and  your  purchasing  department  won’t  have 
to  do  it” ; but  everything  else  was  the  same,  and  we  had  to  keep  all  the 
records,|  we  had  to  expedite  the  material,  we  had  to  check  to  be  sure 
that  it  was  going  to  get  in  in  time  to  go  into  the  ship,  so  that  all  of  the 
functions  normally  performed  by  a shipbuilder  in  the  procurement  of 
material  and  in  the  expediting  of  material  and  in  putting  it  into  the 
ship  wa&  exactly  the  same  except  for  one  thing,  that  that  was  only  in 
the  fact)  that  instead  of  having  a purchasing  agent  in  the  Fairfield, 
there  was  a purchasing  agent  in  Washington  in  the  Maritime  Com- 
mission’s office.  Now,  whether  that  was  a good  thing  or  not  the  Mari- 
time will  have  to  tell  you.  I do  not  know  whether  they  benefited  or 
not,  but;  we  had  difficulties  in  procuring  and  getting  material  under 
that  system  that  we  probably  would  not  have  had  if  we  had  handled  it 
ourselves. 

Mr.  Bradley.  Of  course,  you  were  in  a rather  different  position 
from  most  of  the  other  shipbuilders  in  that  you  were  a subsidiary  of 
the  Steel  CorpJ 

Mr.  Homee.  That  is  right.  We  had  a big  purchasing,  a country- 
wide purchasing  organization,  who  was  ready  to  step  right  in  and 
handle  tjhat.  As  a matter  of  fact  we  did  help  the  Maritime  Commis- 
sion in  their  purchasing  personnel.  They  needed  people  with  ex- 
perience! They  came  to  us,  “Can  you  help  "us  out?”  “Yes.”  We  did. 
We  helpfed  them  out. 

Mr.  Bradley.  You  loaned  them  some  of  your  own  men? 

Mr.  HjOmer.  And  that  was  of  great  value  to  them  and  naturally  of 
value  to  jail  of  the  other  shipyards  to  have  some  experienced  people  in 
there  to  help  the  material  end,  because  it  is  vital  in  the  construction 
of  ships,!  in  scheduling  that  is  going  to  work. 

Mr.  Bradley.  I was  just  trying  to  clear  up  any  confusion  that  might 
exist  in  yjour  mind,  from  the  way  we  figure  these  costs,  and  in  our  mind, 
as  to  how  you  operated,  because  we  have  been  trying  to  set  up  a com- 
parison between  each  of  these  two  companies. 

Mr.  Homer.  Well,  I think  the  only  fair  basis  of  comparison  is  in- 
cluding the  material  furnished  by  the  Maritime  Commission  as  part 
of  the  cost  of  the  ship,  so  that  the  ship  as  it  goes  out  of  the  yard  is  a 
complete  unit.,  and  it  cost  so  much,  and  turn  that  out  as  a complete 
unit.  Njow,  whether  we  buy  the  material  or  whether  somebody  else 
bought  it  does  not  make  any  difference.  You  should  include  the  value 
.of  that.  1 


Mr.  B 
hearing, 


Radley.  I assure  you,  sir,  we  have  been  doing  that  in  this 


up  your 
fusing  t<j> 


with  every  company  that  has  come  in  here.  We  have  been 
reading  fables  here  till  we  are  blue  in  the  face. 

Mr.  Homer.  It  is  very  confusing  to  sit  here — 1 do  not  want  to  take 
time  with  a lot  of  discussion  along  this  line — it  is  very  con- 
j)  use  two  sets  of  figures;  one:  What  did  the  yard  actually 
bill  the  Maritime  Commission,  and,  What  was  the  total  delivered  cost 
of  the  ship  ? I can  see  where  a great  deal  of  confusion  can  come  in 
there,  an|d  we  are  trying  to  confine  it  to  one  place. 

Mr.  Bradley.  As  far  as  figuring  the  profits  for  ship-building,  alone, 
we  have  been  using  this  “fees  paid  to  the  contractors.” 

Mr.  Homer.  Well,  that  may  or  may  not  be  a fair  basis.  I do  not 
know  whether  you  want  me  to  discuss  it  or  not. 
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Mr.  Bradley.  We  are  just  trying  to  keep  everything  on  a par,  here, 
and  trying  to  get  through  with  these  hearings  tonight. 

Mr.  Homer.  I have  just  suggested  I do  not  feel  that  is  a fair  basis, 
because  it  is  not  the  basis  that  has  existed  for  years  in  the  shipbuilding 
industry  or  in  any  other  industry  in  determining  profits  or  percentage 
of  profits. 

Mr.  Bradley.  While  your  contracts  on  ship  construction,  MCc  con- 
tracts, if  they  are  the  same,  and  I assume  they  are,  as  they  were  with 
other  companies,  the  Maritime  Commission  agreed  to  furnish  you 
with  all  material  ? 

Mr.  Homer.  Yes. 

Mr.  Bradley.  And  you  were  to  furnish  the  brains  and  the  labor? 

■ Mr.  Homer.  Yes. 

Mr.  Bradley.  And  so  on,  for  putting  it  together  in  the  form  of  a 
ship,  as  we  compare  your  costs,  for  instance,  with 

Mr.  Homer  (interposing).  The  point  I want  to  make,  Mr.  Bradley, 
is  this,  that  even  though  they  did  do  it,  it  did  not  relieve  any  of  the 
shipyards  from  the  normal  functions  of  procuring,  expediting,  plan- 
ning, and  scheduling  material,  which  was  vital  to  the  performance  of 
any  procurement. 

Mr.  Bradley.  I can  appreciate  it  would  be. 

, Mr.  Homer.  And  all  that  the  Maritime  performed  was  a purchasing 
department.  Now,  we  could  have  done  it,  or  they  could  have  done  it- 
it  did  not  make  any  difference,  see. 

Mr.  Bradley.  That  is  done,  it  is  over  the  dam. 

Mr.  Homer.  It  is  done,  but  I bring  it  up  because  I do  not  think  the 
basis  is  quite  fair,  to  just  take  the  billed  value  to  the  Maritime. 

The  Chairman . All  right,  any  more  questions  ? 

Mr.  Gennett.  Mr.  Homer,  in  your  statement  you  mentioned  the 
figure  of  $12,419,968  as  net  profit  after  taxes. 

Mi-  Homer.  $12, 449, 96b.  I guess  that  chocks  with  my  statement, 
does  it?  J ’ 


Mr.  Gen  nett.  Excuse  me: 

$14,000,000. 

Mr.  Homer.  All  right.  I mentioned  both  figures, 
my  statement,  I said  [reading]  : 


I believe  your  statement  referred  to 


On  page  13  of 


„ renegotiation  and  taxes,  the  amount  actually  realized  as  profit  bv 

Bethlehem  on  the  Fairfield  shipbuilding  work,  excluding  profit  on  Bethlehem- 
manufactured  material  that  went  into  the  ships,  was  $12,449,968,  or  13  percent 

°f  IeSf\S.;  and  tlle  over'a11  Proflt  t0  Bethlehem  was 
$14,200,000,  or  1.46  percent  of  the  delivered  cost  of  the  ships. 

Mr.  Gennett.  Yes,  sir. 

Mr.  Homer.  You  understand  the  difference  between  the  two? 

Air.  Gennett.  Will  you  explain  it? 

Mr.  Homer.  Or  shouldn’t  I ask  you  that  question? 

Mr.' Gennett.  Will  you  explain  it,  please? 

Mr.  Homer.  The  difference  is  that  in  the  case  of  the  $12,449,968, 
“at  is  the  Bethlehem-.F airfield  operation;  the  $14,200,000  is  the  over- 
ali  Bethlehem  profit — includes  the  profits  on  materials  which  we  pro- 
duced and  which  went  into  the  ships  that  were  built  at  Fairfield ; and 
I think  that  is  explained  in  here  quite  well,  as  to  what  we  have  covered 
and  that  gives  you  the  answer,  doesn’t  it,  to  what  you  want  * 

Mr.  Gennett.  Yes.  And  that  $14,200,000  figure,  I take  it,  covers 
tiie  profat.  made  by  the  steel  company  on  materials  sold  to  the  Maritime 
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Commission  or  allocated  to  you  for  your  shipbuilding  program  at 
Bethlehem-F  airfield  ? 

Mr.  Homier.  No,  no.  The  difference  between  the  two  covers  the 
profit  made  by  other  activities  of  the  Bethlehem  Steel  Corp.  outside 
of  Bethlehem-F airfield. 

Mr.  Gen  nett.  But  not  the  steel-making  ? . 

Mr.  Homer.  Oh,  yes;  it  includes  the  steel  that  we  furnished,  that 

went  into  the  ships  that  we  built.  . , . , c , 

Mr.  Gennett.  Well,  it  includes  the  steel,  just  as  X said  m the  hist 

instance,  I believe. 

Mr.  Homer.  Will  you  repeat  your  question  4 . „ 

Mr.  Gennett.  Will  the  stenographer  read  the  question  4 
Mr  HoMer.  Your  question  was  this:  Does  the  difference  between 
the  12  million  and  the  14  million  include  profit  on  the  steel  that  went 
into  the  ships  at  If  airfield? 

Mr.  Gennett.  That  is  right. 

Mr.  Homer.  And  I said  “Yes.” 

The  Chairman.  All  right;  the  next  question. 

Mr.  Gennett.  I have  one  more  question,  Mr.  Homer,  if  you  please. 

Did  the  Bcthleoem-Fairfield  shipyard  find  it  necessary  to  borrow 
funds  to  finance  its  shipbuilding  program?  ' 

Mr  Homer.  We  did  not  borrow  any  funds  outside  of  the  Bethlehem 
organization.  We  did  borrow  funds  from  the  parent  organization 
which  were  necessary  in  order  to  take  care  of  the  current  expenditures, 
the  difference  between  what  we  received  from  the  Maritime  Com- 
mission and  what  we  had  to  spend.  In  other  words,  it  was  working 
funds,  and  those  amounts  were  supplied  by  the  parent  company  as 
we  needed  them  at  the  Fairfield  operation. 

Mr.  Gennett.  So  that  all  of  the  shipbuilding  operations  were  in 
fact  supported  by  the  assets  and  resources  of  the  Bethlehem  bteel 
Corp.? 

Mr.  Homer.  Exactly. 

Mr.  Gennett.  And  the  Bethlehem  Steel  Co. 5 
Mr.  Homer.  Exactly,  as  I covered  in  this  statement. 

Mr.  Gennett.  Yes,  sir.  . . . 

Mr.  Homer.  All  of  the  resources,  both  financial  and  physical,  of 
the  Bethlehem  Steel  Corp.,  parent  organization,  and  other  companies, 
subsidiary  companies,  were  available  and  were  to  a great  extent  used 
to  support!  the  operations  at  the  Bethlehem-1?  airfield  shipyard. 

Mr.  Gennett.  Although  the  actual  capital  of  Bethlehem -b  ail rield5 
which  you’ indicated  was  a nominal  capital,  was  $1,000,000,  was  it  not? 

Mr.  Homer.  That  is  right— nominal ; $1,000,000  just  for  the  pur- 
poses of  setting  up  and  starting  a company  to  do  this  job  tor  the 
Maritime  Commission.  That  did  not  mean  we  were  limited  to  that 
by  any  mpans,  because  we  had  the  assets  of  Bethlehem  as  a whole 
in  back  of  jit  solidly. 

Mr.  Gennett.  Were  all  the  assets  of  Bethlehem  Steel  Corp,  solidly 
behind  Bethlehem-F airfield? 

The  Chairman.  I think  he  answered.  _ ' 

Mr.  Homer.  All  I can  say  there  is  that  any  time  that  Bethlehem- 
F airfield  needed  any  money  they  knew  where  they  could  get  it  with- 
out going  to  any  bank  or  Government  agency,  and  they  got  it. 
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Mr.  Gen-nett.  Then  would  not  Bethlehem  Steel  Corp.  have  been 
liable  for  suits  or  actions  brought  against  Bethlehem -Fairfield  ship- 
yards ? 

Mr.  Homer.  No;  I do  not  think  so;  but  there  was  no  necessity  of 
anyone’s  bringing  any  suits,  because  there  were  no  creditors.  We 
paid  our  bills.  It  never  came  up. 

The  Chairman.  There  were  none  brought,  were  there  ? 

Mr.  Gennett.  Were  there  only  losses  in  the  steel-making  division 
which  might  have  been  charged  against  shipbuilding  profits  of  the 
Bethlehem-Fairfield  Shipyard? 

Mr.  Homer.  I do  not  know  whether  I can  answer  that,  without 
looking  at  the  statement.  No ; during  that  period  there  were  none. 

Mr.  Gennett.  Was  there  any  amortization  of  steelmaking  facili- 
ties charged  against  shipbuilding  profits  ? 

Mr.  Homer.  There  are  none. 

Mr.  Gennett.  Thank  you.  That  is  all,  Mr.  Chairman. 

The  Chairman.  Mr.  Bradley ! 

Mr.  Bradle't.  Is  General  Construction  Co.  connected  with  Bethle- 
hem in  any  way? 

Mr.  Homer.  General  Construction  Co.  ? 

Mr.  Bradley.  General  Construction  Co. 

Mr.  Homer.  No,  sir. 

Mr.  Bradley.  You  merely  refer  to  them  as  another  veteran  ship- 
building firm,  in  your  remarks  ? 

Mr.  Homer.  No;  I think  you  perhaps  misunderstood  what  I said. 

I said  “and  other  general  contracting  companies.” 

Mr.  Bradley.  Oh.  I beg  your  pardon. 

Mr.  Homer.  I was  including  the  whole  field  of  the  contracting  in- 
dustry, members  of  that,  who  came  into  the  shipbuilding  program — a 
general  term  only. 

Mr.  Bradley.  I do  not  believe  I have  any  more,  Mr.  Chairman. 

The  Chairman.  Mr.  Weichel. 

Mr.  Weichel.  The  Bethlehem-Fairfield  Shipyards,  Inc. — there  was 
a million  dollars  in  cash  put  in  that  by  the  Bethieliem  Steel  Corp.,  and 
they  owned  all  the  stock  ? 

Mr.  Homer.  That  is  right. 

Mr.  Weichel.  What  is  the  investment  of  the  Bethlehem  Steel  Corp.  ? 

What  is  their  total  investment? 

Mr.  Homer.  Are  you  referring  to  the  present  or  some  particular  year, 

Mr.  Weichel? 

Mr.  Weichel.  Well,  back  in  the  time  that  you  formed  this  company. 

Mr.  Homer.  It  varies  every  year. 

Mr.  Weichel.  Well,  I mean,  how  much  does  it  vary  ? By  a hundred 
million  a year  ? 

Mr.  Homer.  Oh,  no. 

Mr.  Weichel.  Or  how  much  does  it  vary?  A couple  of  million? 

Mr.  Homer.  No. 

Mr.  Weichel.  Or  how  many? 

Mr.  Homer.  You  pick  out  a year,  and  I will  give  it  to  you. 

Mr.  Weichel.  When  did  you  start  this  company? 

Mr.  Homer.  In  January  1941. 

Mr.  Weichel.  What  was  the  investment  of  Bethlehem  Steel  Corp. 
in 
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Mr.  Homer  (interposing).  ’41? 

Mr.  Weigh el.  Have  you  got  ’39,  ’40,  ’41,  and  ’42  there? 

Mr.  Homer.  We  gave  you,  on  page  6 of  my  report,  that  Bethlehem 
cash  and,  current  assets  amounted  to  about  180  million  dollars,  and 
of  this  amout  over  16  million  was  used  in  connection  with  the  operations 
at  Fairfield. 

Mr.  Weicii el.  No.;  that  is  not  what  I want.  I want  what  the 
Bethlehem  Steel  Corp.  investment  is — what  it  was  worth  in  1939. 
What  does  it  show  its  assets  for  the  Bethlehem  Steel  Corp.,  the  whole 
Bethlehem  Steel  Corp.,  in  1939,  ’40,  and  ’41  ? 

Mr.  Homer.  Well,  I also  gave  you  our  gross.  The  properties  and 
the  gros$  cost  were  about  $840,000,000. 

Mr.  Weigh  el.  What,  the  Bethlehem  Steel  Corp.  in  1939? 

Mr.  Homer.  1939? 

Mr.  Woeiciiel.  It  was  worth  how  much  ? How  much  was  its  total 
investment? 

Mr.  H6mer.  Right.  Cash? 

Mr.  Weiciiel.  Cash,  property,  machinery. 

Mr.  HjoMER.  Total  assets,  according  to  the  consolidated  balance 
sheet,  fispal  year  ending  December  31,  1939,  as  shown  in  our  annual 
report  to  stockholders,  was  $732,932,382. 

Mr.  Weiciiel.  Now,  here  is  wdiat  I want  to  ask : That  figure  that 
you  gavel — is  that  money  in  the  bank,  real  property,  and  chattel  prop- 
erty, or  js  there  anything  more  than  that  in  that?  And  if  there  is, 
what  is  it?  What  is  in  it  besides  that? 

Mr.  Homer.  Yes ; it  is  all  of  the  assets  of  the  corporation. 

■ Mr.  Weiciiel.  I know ; but  wdiat  are  they  ? I mean  the  assets  are 
money — — 

Mr.  Homer.  You  want  me  to  read  them  all? 

Mr.  Weiciiel.  Real  property.  No;  I do  not  want  you  to  read 
them  all|,  but  I am  asking  you  this:  There  is  money,  cash,  real 
estate  ? i 

Mr.  Homer  Look  at  it. 

Mr.  Weiciiel.  All  right;  let  me  have  it,  and  I will. 

Mr.  Homer.  Save  time.  I do  not  know  what  you  are  driving  at. 

Mr.  Weigh  el.  Well,  what  are  generally  these?  Are  those  assets 
outside  of  real  estate  ? There  is  real  estate,  cash,  and  chattel  property  ? 

Mr.  Homer  They  are  all  listed. 

Mr.  Weicitetj.  fd’mv  much  does  that  represent,  roughly? 

Mr.  Homer  They  are  all  listed,  right  in  front  of  you. 

Mr.  Weigh m..  Well,  how  much  does  it  represent,  roughly? 

Mr.  Homer,  Well,  you  have  got  it  now.  Give  it  back  to  me  and  I’ll 
tell  you.  | 

Mr.  Weiciiel.  You  interpret  your  own  stuff.  You  don’t  know, 
either,  eviden  tly.  You  are  asking  me. 

Mr.  Homer.  Well,  it  changes  every  month,  every  year. 

Mr.  WjEicii  EL.  Well,  I am  asking  you — like  the  732  million. 

Mr.  Homer.  If  you  will  give  me  the  specific  items  that  you  want  in 
1939  I would  be  glad  to  answer  your  question. 

Mr.  Weiciiel.  All  right.  I mean  just  in  round  figures. 

Mr.  Homer.  Well,  that  is  not  very  specific. 

Mr.  Weiciiel.  All  right. 

Mr.  Homer.  Cash? 
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Mr.  Weiciier.  How  much  was  the  cash? 

Mr.  IIomer.  Cash,  $75,554,000,  in  round  figures. 

Mr.  Weichel.  Now  real  estate? 

Mr.  Homer.  Cash  on  deposit 

Mr.  Weighed  (interposing).  I thought  you  said  75  million  was 
cash.  What  is  the  real  estate  ? 

Mr  Homer.  Well,  what  do  you  want?  Current  assets?  That 
would  give  you  the  whole  thing.  Total  current  assets,  $244,000,000. 
Mr.  Weighed.  Does  that  include  real  estate  ? 

Mr.  Homer.  No. 

Mr.  Weighed.  And  machinery? 

Mr.  Homer.  No. 

Mr.  Weighed.  What  is  in  the  current  assets — bills  receivable  or 
something  like  that?  In  other  words,  I want  the  fixed  assets. 

Mr.  Homer.  Inventories,  and  so  forth? 

Mr.  Weighed.  And  the  value  of  fixed  assets. 

Mr‘  fixed  assets?  All  right.  The  depreciated  value? 

Mr.  Weiched.  Yes. 

Mr.  Homer.  The  depreciated  value  is  $402,887,000. 

Mr.  Weighed.  Four  hundred  and  sixtv-two  million? 

Mr.  Homer.  Property.  That  is  property. 

Mr.  Weiciied.  Fixed  assets,  4G2  million? 

Mr.  Homer.  That  is  the  net  fixed  assets. 

Mr.  Weighed.  That  is  net  fixed  assets  ? 

Mr.  Homer.  That  is  after  reserves  for  depreciation. 

Mr.  Weighed.  Then  do  you  have  cash  in  the  bank  that  you  add  to 
that? 

Mr.  Homer.  Yes;  $75,000,000.  It  would  bo  nearer  78  million. 

Mr.  Weiciied.  In  other  words,  the  investment  was  about  $500,000,- 
000  tor  the  year  1939  in  round  numbers? 

Mr.  IIomer.  No. 

Mr.  Weighed.  Would  it  be  about  the  same 


Mr.  Homer  (interposing).  We  got  inventories  of  $116,000,000,  one 
of  them  of  accounts  and  notes  receivable  of  pretty  nearly  $50,000,000. 

Mr.  Weiciied.  W ell,  I am  talking  about  the  indebtedness.  All  cash 
and  fixed  property,  there  would  be  around  $500,000,000  investment: 
would  that  be  right? 

Mr.  IIomer.  Well,  you  are  investing  an  awful  lot  of  money  in  in- 
ventories. 

Mr.  Weighed.  Well,  I mean  the  inventories.  I am  just  talking 
about  what  is  invested.  The  inventories  you  are  going  to  sell  and 
come  in  and  cash,  the  next  year,  are  you  not  ? 

Mr.  Homer.  Well,  it  is  all  part  of  your  assets. 

Mr.  Weighed.  All  right. 

Mr.  Homer.  You  cannot  get  rid  of  them.  You  cannot  just  say  you 
are  not  talking  about  them. 

Mr  Weighed.  What. was  it  for  1940?  You  gave  the  total,  1939, 
of  792  million.  ^ What  was  it  for  1940 — January  1941? 

rI otal  cash  as  of  December  31, 1940,  using  round  figures, 
i|>8b, 000, 000 ; property,  depreciated  value,  $460,000,000. 

Mr.  Weighed.  What  would  be  the  total,  like  that  732  million  of  all 
assets  ? How  much  would  that  total  for  ’40  ? 

Mr.  Homer.  The  732  becomes  763. 
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Mr.  WpicHKL.  Seven  hundred  and  sixty -three  in  1940? 

Mr.  Homer.  Yes. 

Mr.  Weighed.  In  1941  was  it  about  the  same? 

Mr.  Homer.  No  ; I think  it  has  gone  up— 862. 

Mr.  Weiched.  This  ’39— that  was  considered  wartime.  In  peace- 
time yoir  do  not  have  it,  back  to ’36? 

Mr.  Homer.  No ; ’39  was  not  the  wartime. 

Mr.  Weiched.  1939  is  where  you  start  wartime  ? 

Mr.  Homer.  No;  I would  say  we  do  not  start  very  much  until  40. 
Mr.  Weighed.  Well,  this  on '’39  would  not  be  twice  what  it  was  in 
’35  or  ’36,  would  it? 

Mr.  HOmer.  Let  us  go  back  to  ’38— ’36  you  want  to  go  back  to  ( 

Mr.  Weighed.  I say  this  ’39  would  not  represent  twice  an  estimate 
as  to  what  you  had,  say,  in  ’36,  or  anything  like  that  ? _ 

Mr  Homer  No.  We  will  give  you ’36  if  you  want  it. 

Mr.  Weighed.  All  right.  If  it  is  about  the  same,  that  is  good 
enough  for  what  I want  to  ask  about. 

Mr.  Homer.  1936  was  676  million. 

Mr.  Weighed.  Six  hundred  seventy-six  million? 

Mr.  Homer.  Yes.  . 

Mr.  Weighed.  What  percent  in  1936  did  you  earn  on  the  invest- 
ment— that  means  with  all  the  brains  in  the  shipbuilding  and  steel 
business ‘and  all  this  thing  that  you  referred  to — what  percent  did  they 

earn  in  1936  ? n • , , ’ 

Mr.  Homer.  1936?  What  percent?  On  what? 

Mr.  Weiched.  The  percent  on  the  investment. 

Mr.  Homer.  All  right;  676  million.  You  want  this  after  taxes, 

I assume  ? 

Mr.  Weighed.  How? 

Mr.  Homed.  You  want  this  after  taxes?  , 

Mr.  Weighed.  Well,  you  can  give  it.  We  can  give  it  both  ways, 
if  it  is  convenient.  You  can  take  it  what  it  was  before  taxes  and  what 
it  is  after. 

Mr.  Homer.  2.06  percent  after  taxes. 

Mr.  Weighed.  2.06  after  taxes?  And  before  taxes,  what  was  it* 

Mr!  Homer.  Are  the  final  income  taxes  out  of  that,  or  all  taxes  ? 

Mr!  Weiched.  Federal  income  taxes— income  taxes. 

Mr.  Homer.  Federal  taxes? 

Mr.  Weiched.  That  is  the  only  way  you  take  it,  out  ot  income.  I ou 
pay  it  oh  income,  don’t  you,  or  do  you  have  an  income  tax  ? 

Mr.  Homer.  That  is  right.  I just  want  to  make  it  clear  what  we 
are  digging  out. 

Mr.  WEi°ICEL-  Well,  income  tax. 

Mr.  Homer.  We  take  out  a Federal  income  tax  ? 

Mr.  Weiched.  Yes;  that  is  all  you  take  out. 

The  Chairman.  Is  there  a State  income  tax  m Pennsylvania  ? 

Mr.  Weiched.  Is  there  a State  income  tax  in  Pennsylvania  ? 

Mr.  Homer.  Not  in ’36. 

Mr.  Weiched.  In  other  words,  the  percent  that  you  realized  on  the 
investment  without  income  taxes  off,  and  what  it  was  with  income 
t&XGS  Oil. 

Mr.  Homfr.  Before  taxes— this  is  all  in  1936. 

Mr.  Weiched.  That  is  right. 
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Mr.  Homer.  Before  taxes,  2.56  percent. 

Mr.  Weichel.  2.56,  and  after  taxes  it  was  2.06  ? 

Mr.  Homer.  After  taxes  are  deducted,  2.06. 

Mr.  Weichel.  Now,  go  to  1941.  What  did  you  earn  in  the  way  of 
percent  on  the  investment  before  taxes  and  after  income  taxes? 

The  Chairman.  I may  say  for  those  present  that  the  present  wit- 
ness  is  the  last  witness  that  we  will  have  this  evening.  We  will  ad- 
journ the  hearing  then,  to  be  resumed  later,  which  will  be  probably 
sometime  in  November.  I did  not  know  whether  any  of  the  audience 
would  want  to  go,  or  not. 

Mr.  Homer.  For  1941  the  percentage  of  ' profits  after  taxes,  3.9 
percent. 

Mr.  Weichel.  3.9— .09? 

Mr.  Homer.  3.9. 

Mr.  Weichel.  3.9? 

Mr.  Homer.  Yes. 

Mr.  Weichel.  Before? 

Mr.  Homer.  Before  taxes,  13.5. 

Mr.  Weichel.  13.5  ? 

Mr.  Homer.  You  can  see  what  taxes  do  to  you. 

Mr.  Weichel.  In  the  10  years  previous  to  1945,  that  was  the  high- 
est percent  Bethlehem  Steel  Corp.  earned,  in  the  10  years  previous 
to  1945,  on  its  investment,  before  taxes? 

Mr.  Homer.  Average? 

Mr.  Weichel.  What  was  the  highest  percent? 

Mr.  Homer.  Average  for  10  years,  you  mean  ? 

Mr.  Weichel.  Yes;  the  average,  or  the  highest.  Well,  the  average, 
if  you  know  it.  What  was  it,  roughly  ? You  do  not  have  to  have  the 
exact  percent. 

Mr.  Homer.  Do  you  want  the  highest  of  any  year  ? 

Mr.  Weichel,  Yes;  if  you  can  tell  me. 

Mr.  Homer.  Or  the  average  for  the  highest  10  years  ? 

Mr.  Weichel.  No  ; if  you  can,  give  me  the  highest  in  10  years. 

Mr.  Homer.  All  right. 

Mr.  Weichel.  I mean  just  roughly.  I am  not  going  down  to  real 
small  brackets. 

Mr.  Homer.  It  will  take  us  a few  minutes.  We  will  have  to  work 
it  up.  We  probably  do  not  have  it. 

Mr.  Weichel.  I mean  the  highest.  Would  you  have  to  work  the 
highest  one  ? 

Mr.  Homer.  We  have  got  to  work  the  highest  up.  We  are  looking- 
for  it. 

Mr.  Weichel.  Would  the  highest  be  over  5 percent  before  taxes? 

Mr.  Homer.  I haven’t  any  idea,  without  going  back  to  the  figures. 

Mr.  Weichel.  Would  you  think  it  would  be  over  6,  before  taxes? 

Mr.  Homer.  I cannot  toll  you.  We  will  have  to  work  it  out.  Do. 
you  want  to  spend  the  time  doing  it?  It  may  take  15  or  20  minutes. 

Mr.  Weichel.  Well,  would  you  think  it  would  be  over  10  percent? 

Mr.  Homer.  I would  not  venture  a guess.  I would  not  want  to, 
without ■ 

Mr.  Weichel  (interposing).  Well,  I mean,  you  are  familiar  with 
all  these  years  that  you  got  a big  percent.  This  is  pretty  low,  and  I 
was  wondering.  This  is  very  low. 
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Mr.  Homer.  What  I would  like  to  figure  is  the  high  year  and  the 
low  year,  so  you  will  have  both,  through  that  10-year  period. 

Mr.  Weichel.  That  is  all  right — the  high  and  the  low. 

Mr.  Homer.  Because  you  have  got  to  offset  one  with  the  other. 

Mr.  W miohf.l.  While  he  is  figuring  that,  I can  ask  you  a few  ques- 
tions, is  that  all  right? 

Mr.  Homer.  All  right. 

Mr.  Weioihl.  You  are  not  going  to  do  the  figuring  are  you? 

Mr.  Homer.  I hope  not.  You  won’t  be  able  to  ask  me  any  ques- 
tions, if  I do.  Go  ahead. 

Mr.  Weicii el.  He  can  figure  that  all  right,  can’t  he? 

Mr.  Homer.  I think  he  can. 

Mr.  Weichel.  With  reference  to  Bethlehem-Fairfield  Shipyards, 
Inc.,  the  million  dollars  was  put  in  by  the  Bethlehem  Steel  Corp. 
Now,  did  the  Bethlehem-Fairfield  Shipyards  engage  in  any  other 
business  ^except  operating  Government  yards  ? W as  it  doing  any  other 
business  j? 

Mr.  Homer,  No. 

Mr.  Weicii  el.  That  was  the  only  business  ? 

Mr.  Homer.  That  was  the  only  business.  It  was  created  for  that, 
and  when  we  finished  up,  why,  we  closed  up. 

Mr.  Weichel.  And  the  million  dollars  was  put  in.  Did  the  parent 
company  charge  any  interest  on  the  money  it  loaned,  there ? 

Mr.  Homer.  Well,  we  had  loans  during  the  operation,  that  bore 
interest.: 

Mr.  Weiciiee.  I mean,  were  they  regional  loans  from  banks? 

Mr.  H|omer.  Not  from  banks ; no. 

Mr.  Weichel.  But  loans  from  the  Bethlehem  Steel  Corp.? 

Mr.  Homee.  Yes.  Well,  there  are  quite  a few  notes  running  over 
4 yearsJ  They  were  paid  off  at  certain  times,  and  if  you  add  them 
all  up,  it  won't  give  you  what  you  are  after. 

Mr.  Weichel.  Well,  neve  rmind  that.  I am  asking  you  about 
this:  The  Bethlehem-Fairfield  Corp.  got  loans  from  the  Bethlehem 
Steel.  Did  they  pay  Bethlehem  Steel  any  interest  on  those  loans  ? 

Mr.  Homee.  Yes. 

Mr.  Weichel.  Well,  that  was  then  reimbursed,  wasn’t  it,  or  was  it? 

Mr.  Homee.  You  mean,  if  the  Bethlehem-Fairfield  borrowed  money 
from  the  Bethlehem  Steel  Corp.,  was  interest  charged? 

Mr.  Weichel.  Yes. 

Mr.  Homer.  The  answer  is  “yes.”  Was  that  reimbursable? 

Mr.  Weichel.  Yes. 

Mr.  Homer.  The  answer  is  “yes,”  on  the  part  of  the  Maritime  Com- 
mission! Well,  I am  informed  that  everything  except  $200,000  of 
principal  of  the  loan,  1 % percent  interest  was  paid  on  it. 

Mr.  Weichel.  All  right. 

Mr.  Homer.  That  bore  no  interest. 

Mr.  Weichel.  Well,  all  the  interest  that  the  Fairfield  Shipyard 
paid,  that  was  reimbursed  by  the  Maritime  Commission — interest? 

Mr.  Homer.  On  all  except  on  the  $200,000. 

Mr.  Weichel.  On  the  200,000  loan,  they  did  not  reimburse  any  in- 
terest oh  it  ? 

Mr.  Homer.  No.  No  ; there  was  no  interest  charged  or  paid  on  that. 

Mr.  Weichel.  Oh,  there  wasn’t  any  charged  ? So  there  would  not 
be  any  reimbursable  ? 
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Mr.  Homer.  None  charged. 

Mr.  Weiciiel.  What  was  the  amount  of  nonreimbursables  with  ref- 
erence to  Bethlehem-F airfield  ? What  was  the  total  amount  of  non- 
reimbursables ? 

Mr.  Homer.  Nonreimbursables? 

Mr.  Weiciiel.  The  total. 

Mr.  Homer.  That  figure  is  contained  on  the  exhibit  that  we  sub- 
mitted. 

Mr.  Weiciiel.  I do  not  have  any.  We  were  not  given  any. 

Mr.  Homer.  The  total,  $1,298,707. 

Mr.  Weiciiel.  $1,298,707.  What  were  the  amounts?  What  were 
the  major  things  that  you  were  not  reimbursed  for,  of  the  $1,298,000 — 
and  the  amounts  ? 

Mr.  Homer.  You  want  the  totals  for  all  contracts,  or  the  break-down 
by  contracts? 

Mr.  Weiciiel.  No;  just  the  general,  what  it  was;  just  the  totals, 
what  it  was  for  the  nonreimbursables — not  by  contract. 

Mr.  Homer.  Producers  liability  insurance  premium,  $177,684. 

Mr.  Weiciiel.  $177,684  insurance  premium,  paid  on — — 

Mr.  Homer.  Producers  liability  insurance  premium. 

Mr.  Weiciiel.  Paid  on  whom,  was  it? 

Mr.  Homer.  Product  liability  insurance,  general  type. 

Mr.  Weiciiel.  I say,  who  was  it  at  that  time  on — paid  for  what 
purpose?  What  was  the  insurance  for?  Life  insurance  or  annuities, 
or  was  it  on  the  officers  of  the  company,  on  their  lives  ? 

Mr.  Homer.  No.  [Beading:] 

Liability  of  persons  engaged  in  the  manufacture  or  fabrication,  distribution, 
and  sale  of  products,  for  injuries  to  third  parties,  arising  from  the  use  of  such 
products. 

Mr.  Weichel.  That  was  the  insurance  premium — public  liability 
insurance  premium  paid  for  injury  to  third  parties  using  it? 

Mr.  Homer.  Products  liability  insurance. 

Mr.  Weiciiel.  What  does  that  mean  ? Ido  not  know.  What  does 
it  mean?  “Products  liability  insurance” — what  does  that  mean — 
that  much  premium  for  that,  to  protect  who  ? 

Mr.  Homer.  It  is  damages  against  the  builder  for  any  injuries  which 
may  occur  to  any  person  due  to  some  defect  or  accident  of  the  product 
that  is  built,  on  the  materials  that  we  make  or  put  into  the  job. 

Mr.  Weiciiel.  Yes;  but  the  Fairfield  Co.  did  not  make  any  ma- 
terial ? All  they  did  was  build  ships  ? They  did  not  make  materials  ? 

Mr.  Homer.  Yes;  but  we  were  liable  for  it,  even  though  we  did  not 
make  it,  but  we  put  it  in  the  job. 

Mr.  Weiciiel.  You  mean  you  put  it  in  the  Government?  You  are 
liable  for  it  in  the  Government  ship  ? 

Mr.  Homer.  Suppose  you  bought  a block,  or  a pad  eye.  Suppose 
you  bought  a pad  eye  that  was  welded  to  the  deck,  and  a piece  of 
some  part  of  the  ship  hooked  into  that  pad  eye,  and  that  pad  eye 
was  manufactured  by  someone  other  than  yourself,  you  just  went  out  . 
and  bought  it  on  the  market.  Now,  there  was  a defect  in  that  pad 
eye,  and  it  let  go  when  the  ship  was  at  sea.  We  would  be  liable  for 
any  damages.  It  is  a product  liability. 

Mr.  Weiciiel.  I mean  this  is  an  insurance  premium  paid  for  pos- 
sible liability  of  you,  putting  defective  material  into  a Government 
ship  ? 
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Mr.  H<j>MER.  No,  no ; but  accidents  arising  from  defective  material 
that  may  be  furnished  by  others. 

Mr.  Weiciiel.  In  other  words,  this  was  insurance  protection  against 
defective  material  in  the  ship? 

Mr.  H9MER.  Against  accidents  arising  from  defective  material. 

Mr.  Weiciiel.  Well,  how  could  you  be  liable  if  the  Government  put 
in  all  its  own  material,  you  had  nothing  to  do  with  it,  outside  of 
putting  it  in  place  ? 

Mr.  IIomer.  Well,  that  is  the  thing  we  have  been  wondering  for  a 
long  time,  too . I do  not  know  why  it  should  be  checked  to  us ; but 
we  are. 

Mr.  Weiciiel.  All  right.  Next.  What  is  another  big  amount?  I 
was  asking  about  this  cost.  I had  not  heard  of  anybody  else  taking 
out  insurance  with  cash.  Did  you  have  it?  Does  the  Bethlehem 
Steel  have  any  interest  in  this  insurance  company,  in  taking  this  out? 

. Mr.  Homer.  No. . 

Mr.  Weichel.  Do  they  have  any  interest  in  the  insurance  company  ? 

Mr.  Homes.  No. 

Mr.  Weichel.  No  one  else  ever  thought  of  this. 

Mr.  Homfr.  Provision  for  contingencies,  $40,000;  preparation  of 
the  Baltimore  yard,  operating  expense,  $28,000.  Will  I give  you  round 
figures?  Is  that  close  enough?  $28,000.  All  other  direct  charges, 
$37,000.  | 

Mr.  Weichel.  Wait  a minute.  You  mean  this  $28,000  you  were 
charging  against  Fairfield  from  another  yard  ? 

Mr.  Homer.  Yes.  You  see,  we  did  work  at  our  Baltimore  yard  for 
Fairfield. 

Mr.  Weichel.  Oh,  you  did  work  at  your  Baltimore  yard? 

Mr.  HqMER.  Yes. 

Mr.  W eichel.  What  was  this  contingency  business?  Something 
to  cover  fcjad  guesses,  or  what  ? 

Mr.  Homer.  It  had  to  do  with  the  liability  in  connection  with  the 
product  liability  insurance. 

Mr.  Weichel.  In  other  words,  you  set  up  a contingency  of  $40,000 
because  you  thought  that  you  might  not  be  able  to  collect  a premium 
on  the  product  liability  insurance,  is  that  it? 

Mr.  IIOmer.  That  is  right. 

Mr.  Weiciiel.  That  was  double  protection  ? 

Mr.  IIomer.  Well,  I do  not  know.  There  are  all  kinds  of  cases 
that  we  had  to  set  up  some  sort  of  provision  for. 

Mr.  WpiCHEL.  You  paid  the  premium  on  it,  and  you  set  up  con- 
tingencies for  the  premium? 

Mr.  Homer.  I think  perhaps  it  might  be  helpful,  if  you  really  want 
an  explanation  of  this  complicated  problem,  that  I would  be  very 
glad  to  call  on  one  of  our  people  to  give  that  to  you. 

Mr.  Weiciiel.  You  have  given  us  enough  explanation. 

Mr.  HpMER.  All  right. 

.Mr.  Weiciiel.  Let  us  see  what  comes  after  the  $28,000.  We  can 
guess  the  rest  of  it. 

Mr.  Homer.  What  is  the  28? 

Mr.  WpicHEL.  What  after  that?  The  next  big  amount? 

Mr.  HqMER.  $37,000,  all  other  direct  charges. 

Mr.  WpiciiEL.  $37,000,  all  direct  charges. 
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Mr.  Homer.  All  other  direct  charges ; and  then  I have  given  you, 
here,  what  we  call  direct  charges,  then  I will  give  you  some  more,  then 
I will  give  you  the  indirect. 

Mr.  Weiciiel.  Is  this  $37,000  miscellaneous?  What  is  the  de- 
scription ? 

Mr.  Homer.  They  are  spread  out  over  each  contract.  They  run 
$4,000,  $3,000,  $3,000.  Not  very  much  miscellaneous  stuff.  We  threw 
it  all  in  together. 

Mr.  Weiciiel.  All  right. 

Mr.  Homer.  Launching  expense,  $361,000. 

Mr.  Weichel.  $361,000?  And  how  many  ships  was  it  you  put  out? 

Mr.  Homer.  Five  hundred  and  eight. 

Mr.  Weiciiel.  Five  hundred  and  eight?  What  would  that  be  per- 
ship  ? About  ? Do  you  have  it  there  ? 

Mr.  Homer.  It  would  be  about 

Mr.  Weiciiel-  (interposing).  That  is  about  600  a ship.  That  is  all 
right,  isn’t  it?  Three  hundred  and  sixty-one  thousand  dollars  for 
launching  expense.  Did  you  get  reimbursed  for  any  launching  ex- 
pense at  all?  Was  launching  expense  a reimbursable  item  or  a 
nonreimbursable  ? 

Mr.  Homer.  Well,  a certain  amount  of  launching  expenses  were- 
reimbursable. 

Mr.  Weichel.  They  were  ? 

Mr.  Homer.  This  was  the  part  that  was  not. 

Mr.  Weichel.  Oh,  this  is  the  part  that  was  not  ? 

Mr.  Homer.  Yes.  It  is  about  $700  a ship,  somewhere  around  there.,, 

Mr.  Weiciiel.  You  mean  that  was  the  total?  I mean  the  part  that 
is  reimbursable.  How  much  is  that  a ship?  $100  or  $5,000 — the- 
launching  ? 

Mr.  Homer.  The  amount  reimbursable? 

Mr.  Weichel.  The  amount  that  they  reimburse  you. 

Mr.  Homer.  $11. 

Mr.  Weichel.  Oh,  $11.  Then  this  is  for  the  gifts  and  that  sort  of' 
thing?  This  is  for  the  gifts  and  that  sort  of  thing,  which  is  after- 
ward chargeable  off,  anyhow,  as  a business  expense.  What  is-  after 
361? 

Mr.  Homer.  Federal  capital-stock  tax,  $393,000. 

Mr.  Weiciiel.  $393,000.  Federal  capital-stock  tax;  and  that  $393, r. . 

000 — does  that  represent  from  the  beginning  of  the  corporation  down, 
to  date  ? 

Mr.  Homer.  I beg  pardon  ? 

Mr.  Weiciiel.  Does  that  represent  from  the  beginning  of  the  cor- 
poration down  to  1945  ? 

Mr.  Homer.  That  is  for  all  contracts. 

Mr.  Weichel.  That  is  for  Federal  capital-stock  tax  ? 

Mr.  Homer.  Yes.  It  runs  six  contracts.  I will  say  the  amount 
runs  from  60  to  90,  almost  $100,000,  somewhere  between  that  range,, 
for  each  contract,  $40,000  to  $100,000. 

Mr.  Weiciiel.  That  means  what  you  paid  on  it  afterward  ? 

Mr.  Homer.  No ; you  pay  it  that  year. 

Mr.  Weichel.  Well,  you  pay  it  each  year  of  value?  Do  you  pay  it. 
each  year  of  value  ? 

Mr.  Homer.  This  comes  back  and  it  is  apportioned  on  the  contracts. 

93486—48 24 
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Mr.  Weichel.  Yes;  but  I am  talking  about  the  Federal  capital- 
stock  tax. 

Mr.  Hosier.  So  am  I. 

Mr.  We  tghel.  Isn’t  that  paid  on  the  value  of  the  stock  each  year  ? 

Is  that  pa:  d on  the  value  of  the  stock? 

Mr.  Homer.  Paid  on  a stated  amount,  and  not  a value. 

Mr.  Weighed.  It  is  paid  on  a stated  amount  of  the  value  of  all  the 
stock ; is  that  it  ? 

Mr.  Hosier.  Stated  amount  of  the  stock. 

Mr.  Weighed.  It  is  what? 

Mr.  HojuER.  It  is  paid  on  a stated  amount  for  the  stock.  It  hasn’t 
anything  to  do  with  the  value,  I am  so  informed. 

Mr.  Weighed.  Well,  you  can  put  down  any  kind  of  value  for  it? 

Mr.  Hosier.  I believe  that  is  right. 

Mr.  Weighed.  How  ? 

Mr.  Hosier.  I believe  that  is  right. 

Mr.  Wricked.  Well,  I mean  you  show  you  have  $1,000,000  invested, 
and  at  the  end  of  the  first  year,  the  capital-stock  tax,  did  you  pay  on 
$1 ,000,000?  I mean  yours  is  $393,000  worth.  You  had  some  of  the 
detail  a while  ago. 

Mr.  Hosier.  You  want  to  take  the  time  for  an  answer  to  your  ques- 
tion, or  dcf  you  not  ? 

Mr.  Weighed.  Well,  if  it  is  going  to  take  a whole  lot  of  time,  no. 

Mr.  Home!!.  I would  like  to  ask  Mr.  Slater  to  give  it  to  you,  if  you 
would  likq  to  hear  it. 

Mr.  Welched.  I mean,  you  do  not  know  what  it  is  paid  for? 

Mr.  Hosier.  No  ; I cannot  say  that  I do. 

Mr.  Weighed.  All  right. 

Mr.  Homer.  I am  not  a tax  expert. 

Mr.  Weighed.  What  is  the  next  big  item? 

Mr.  Homer.  Other  compensation  in  excess  of  the-  regional  limita- 
tions. I assume  those  are  some  limitations  put  on  by  the  regional 
director.  : Yes  ; $45,000.  Employees’  expense  vouchers,  $50,000 ; un- 
approved (vendors’  charges,  $83,000. 

Mr.  Weighed.  Vendors’  charges?  Whose  charges  would  that  be? 
Yours,  as  ja  ven  dor,  or  someone  else  as  a vendor  ? 

Mr.  Hosier.  We  had  to  buy  some  material  for  these  ships,  and  the 
materials  purchased  from  these  vendors  by  ourselves,  certain  items  of 
that  were  disallowed  by  the  Maritime  Commission. 

Mr.  Wricked.  Vendors’  charge.  Was  that  charge  from  the  selling 
price,  or  something  like  that  ? 

Mr.  Homer.  No ; I do  not  think  it  has  any  reference  to  that. 

Mr.  Weighed.  What  other  big  amount?  Are  there  any  other  large 
amounts? 

Mr.  Homer.  I can  give  you  the  answer  to  that  one  in  a few  words. 
Sometimejs  they  were  very  slow  in  getting  material,  and  we  decided 
we  would; go  out  and  take  a chance  on  getting  reimbursed  in  order  to 
expedite  the  ships,  so  we  went  out  and  bought  it,  and  after  we  had 
bought  it, | why,  perhaps  some  of  the  Maritime  Commission’s  material 
would  come  in,  and  they  would  say,  “Well,  we  will  just  allow  you  that, 
because  wje  still,  have  our  material.  You  have  gone  and  put  this  in  the 
ship,  so  we  will  cut  it  out.”  Now,  that  perhaps  consists  of  most  of 
that  item.; 
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Mr.  Weiched.  What  other  large  amounts  are  there? 

Mr.  Homer.  We  were  trying  to  help  out,  and  we  got  hooked;  but 
that  is  all  right ; we  do  not  mind  that  small  item. 

Mr.  Weigh  nr..  What  other  big  amounts  do  you  have  ? 

Mr.  Homer.  All  other  indirect  charges,  $946. 

Mr.  Weighed.  That  is  all  the  nonreimbur  sables  in  big  amounts? 

Mr.  Homer.  Yes. 

Mr.  Weighed.  Has  he  been  able  to  figure  that  out? 

Mr.  Stater.  Not  yet. 

Mr.  Homer.  You  have  been  asking  questions.  He  had  to  dig  in 
with  me  to  help  me  out.  Ten  minutes  more. 

Mr.  Weiched.  Now,  with  reference  to  the  total  fees  that  this  com- 
pany received,  you  said  after  renegotiation  it  was  40-some  dollars,  is 
that  correct?  I mean,  am  I stating  the  right  amount— $40,911,000? 

That  is  what  you  stated,  at  least  I thought. 

Mr.  Homer.  Well,  I will  go  back  to  the  statement.  Before  Federal 
taxes 

Mr.  Weiciiel.  After  renegotiation? 

Mr.  Homer.  And  after  renegotiation ; yes. 

Mr.  Weighed.  Yes. 

Mr.  Homer.  $40,911,000,  round  figures. 

Mr.  Weighed.  How  much  Federal  taxes  were  paid  on  the  $40,911,- 
000?  Federal  income  tax. 

Mr.  Homer.  Paid  or  payable,  $28,461,897. 

Mr.  Weiciied.  Of  the  40  million,  28  million  was  taxes? 

Mr.  Homer.  That  is  right.  That  leaves  12. 

Mr.  Weiciied.  And  this  $1,298,000  nonreimbursable,  that  was 
charged  off  in  the  taxes,  in  the  same  taxes,  where  you  paid  the  28 
million  ? 

Mr.  Homer.  Yes. 

Mr.  Weiched.  Is  that  correct? 

Mr.  Homer.  Yes. 

Mr.  Weighed.  And  it  was  28  million  in  taxes? 

Mr.  Homer.  Yes. 

Mr.  Weiciied.  So  that  after  the  taxes  there  was  12  million? 

Mr.  Homer.  $12,449,000. 

Air.  Weiciied.  And  you  had  invested  a million  dollars  over  there, 
and  you  had  12- million  left.  That  is  1,200  percent,  isn’t  it?  You 
made  1,200  percent  profit  on  that  investment? 

Mr.  Homer.  No,  no. 

Mr.  Weighed.  Well,  on  the  investment  there  is  1,200  percent? 

Mr.  Homer.  Well,  on  the  nominal  capital  stock  value  originally 
put  in.  ■ 

Mr.  Weiciied.  Well,  whatever  you  want  to  call  it,  nominal  or  other- 
wise, it  was  a million  dollars  that  was  put  in,  and  you  netted  12  million 
dollars  for  it.  That  is,  1,200  percent.  Now,  have  you  got  the  figure,  a 
high  figure  that  you  had  on  the  investment  with  reference  to  Bethle- 
hem Steel  Corp.  ? 

Mr.  Homer.  Were  you  present  when  I read  my  statement? 

Mr.  Weiciied.  I am  asking  for  that  again.  You  cannot  remember 
that  yourself.  ' 

Mr.  Homer.  The  whole  statement? 

Mr.  Weiched.  I cannot  remember  it  myself,  either. 
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Mr.  Homer.  You  want  the  whole  statement? 

The  Chairman.  I hope  we  will  not  have  to. 

Mr.  Weichei . Will  you  please  read  the  question?  Now.  just  a 
minute. 

Mr.  Hom;er.  It  is  in  the  record. 

Mr.  WeIjCHel..  Now,  just  a minute.  You  made  a remark,  and  you 
have  got  four  men  there,  and  still  you  cannot  remember,  and  somebody 
reads  it,  arid  you  expect  me.  Maybe  I cannot  remember,  so  I am  asking 
you  for  it,  pnd  ask  to  repeat  it. 

Mr.  Homer.  I am  not  objecting  to  that,  at  all.  I am  not  objecting  to 
that.  I will  read  to  you  the  whole  thing. 

Mr.  Weighed.  Have  you  got  the  correct  figure  on  the  investment  of 
the  Bethlehem  Steel  Corp.  ? 

Mr.  Slater.  Not  yet. 

Mr.  Homer  (leading)  : 

All  of  Bethlehem’s  resources  were  made  available  for  use  in  the  emergency 
cargo  vessel  ‘construction  program. 

Mr.  Weiciiel.  The  question  that  I asked  is  about  this  high  figure. 

Mr.  HoijiER.  Well,  I misunderstood  what  you  wanted,  then.  I 
thought  you  wanted  me  to  read  my  statement  that  had  to  do  with  that 
particular  phase  of  it. 

Mr,  Weiciiel.  No;  I made  the  other  statement.  I am  asking  now 
for  the  highest  amount  that  you  got  on  the  investment  of  the  Bethle- 
hem Steel  ip  those  10  years. 

Mr.  Homer.  Oh. 

. Mr.  Weigher.  That  is  the  one  he  is  still  figuring  on  ? 

Mr.  Scater.  That  is  right. 

Mr.  Homer.  You  do  not  want  this,  then  ? While  we  are  waiting  for 
that  figure—hc  hasn’t  quite  figured  that  out — I will  try  to  answer  you 
a little  bit  without  going  into  this. 

Mr.  Weiciiel.  I haven't  asked  you  any  questions.  That  is  the  only 
question  before  you,  now. 

Mr.  Homer.  Is  that  the  only  one? 

Mr.  Weiciiel.  That  is  the  only  one. 

The  Chairman.  I think  we  had  better  limit  it  to  the  question  asked. 

Mr.  Homer.  I did  not  know  he  had  withdrawn  the  other  one. 

Mr.  Wei()hel.  I didn’t  withdraw  any. 

Mr.  Homer.  Well,  then,  I would  just  like  to  say 

Mr.  Weigher  (interposing).  I am  not  asking  for  any.  I am  not 
asking  for ; any  volunteer  statement.  Just  answer  this  question  of 
percentage,  then  I will  ask  some  more,  please. 

Mr.  Homer.  The  answer  to  your  other  one  is  contained  in  the  record. 

May  we  have  the  question  again  so  we  can  answer  it  correctly  ? 

Mr.  Weiciiel.  What  is  the  highest  percent  that  you  have  earned  on 
the  investment  of  Bethlehem  Steel,  in  the  last  10  years  previous  to 
1945? 

Mr.  Homer.  After  taxes? 

Mr.  Weiciiel.  How? 

Mr.  Hom|er.  After  taxes? 

Mr.  Weiciiel.  I will  take  it  before  and  after,  if  you  have  got  it,, 
just  like  you  gave  the  rest  of  them ; or  what  do  you  have? 
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Mr.  Homer.  Before  taxes,  the  high  year  appears  to  be  1942.;  per- 
centage rate  was  16.2. 

Mr.  Weichel.  16.2,  is  that  before  taxes? 

Mr.  Homer.  Before  taxes;  and  after  taxes  it  was  2.6  in  the  same 
year. 

Mr.  Weiciiel.  2.6  in  the  same  year? 

Mr.  Homer.  Yes ; so  it  is  16.2  and  2.6.  That,  I want  to  repeat,  was 
the  high  year,  before  taxes  percentage. 

Mr.  Weiciiel.  Yes,  16.2? 

Mr.  Homer.  Yes.  Now,  the  high  year,  after  taxes.  You  see,  we 
have  two  figures. 

Mr.  Weiciiel.  Yes. 

Mr.  Homer.  1940 — and  that  was  6.3  after  taxes. 

Mr.  Weichel.  1940  was  6.3  ? 

Mr.  Homer.  And  in  that  same  year,  before  taxes,  was  9.3. 

Mr.  Weiciiel.  It  was  9.3? 

Mr.  Homer.  Yes. 

Mr.  Weichel.  Not  the  percents  that  the  Bethlehem  Steel  Corp. 
earned  on  its  investment  during  these  war  years,  the  highest  amount 
before  taxes  was  16.2,  in  1942,  and  the  highest  on  its  investment  after 
deduction  of  taxes,  in  1940,  of  6.3.  Now,  in  earning  this  on  the  total 
investment,  all  the  brains  that  you  talk  about  of  the  Bethlehem  Steel 
■Corp.,  of  every  kind  and  description,  helped  to  earn  this,  and  that  is 
what  you  earned?  Now,  part  of  that  brains  was  put  over  in  Bethle- 
hem-Fairfield,  along  with  the  million  dollars  ? 

Mr.  Homer.  Not  all  of  it. 

Mr.  Weichel.  Well,  part  of  it  was? 

Mr.  Homer.  Not  all  of  it,  by  a long  shot. 

Mr.  Weichel.  Part — part  of  the  brains  were  put  over  there,  at  least 
by  your  testimony,  plus  a million  dollars,  for  which  there  was  $12,000,- 
000  net;  that  is  1,200  percent.  Now,  the  regular  corporation — the 
Bethlehem  Steel — the  highest  that  it  earned  was  16 — no;  was  6.3 — 
during  any  one  of  these  high  years,  and  this  is  1,200  percent.  Why 
should  you  have  1,200  percent  for  a partial  operation — for  the  partial 
use  of  the  brains  of  the  Bethlehem  Steel — while  for  the  whole  organi- 
sation of  all  the  brains  and  everything  there  is  6.3  ? Why  should  you 
have  1,200  percent? 

Mr.  Homer.  Well,  I refer  you  to  my  statement  that  I made  when 
you  were  out,  at  which  time  I endeavored  to  fully  answer  that  question. 

Mr.  Weiciiel.  Well,  if  you  think  that  is  the  full  answer,  all  right. 

Do  you  think  that  you  should  have  1,200  percent  because  it  is  a war 
operation,  where  formerly  in  your  operation  you  had  6 percent? 

Mr.  Homer.  We  did  not  get — wo  did  not  earn 

Mr.  Weichel  (interposing).  Why  should  you  have  more  on  a war 
operation  than  you  had  on  a peace  basis  ? 

Mr.  Homer.  We  did  not  earn  6 percent  on  the  basis  as  we  have 
outlined  it  here.  We  had  other  investments  in  that  operation.  You 
cannot  just  take  the  $1,000,000  capital  stock  and  say  that  is  the  only 
investment  we  had  in  back  of  Fairfield.  The  whole  investment  of 
the  Bethlehem  Steel  Corp.  and  a good  many  years  of  experience. 

Mr.  Weiciiel.  You  did  not  put  it  up  ? You  only  put  in  the  million 
dollars  ? 
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Mr.  Homer.  It  was  there.  It  was  there  and  usable. 

Mr.  Weichel,  You  put  a million  dollars  in  it,  plus  some  people,  and 
got  1,200  percent  for  it,  where  in  the  whole  Bethlehem  Steel  Corp.  you 
only  got  6 percent  ? 

Mr.  Uomeh.  What  did  we  start  with? 

Mr.  Weiciiel.  How? 

Mr.  Hosier.  What  did  we  start  with,  before  putting  the  million 
dollars  in  ?.  ■ 

Mr.  Weiciiel.  Well,  in  one  place  yon  got  6 percent,  and  in  the  other 
place  you  got  Hi  percent. 

Mr.  IIomer.  What  did  wo  start  with,  before  we  put  the  $1,000,000  in  ? 

Mr.  Weiciiel  Well,  you  got  6 percent  over  there. 

Mr.  Homer.  We  put  about  16 — let’s  see  where  those  figures  are. 
[Reading : j 

All  of  Bethlehem’s  resources  were  made  available  for  use  in  the  emergency 
cargo  vessel!  construction  program  in  common  with  Bethlehem’s  other  vast  war 
programs.  Its  properties  had  at  that  time  a gross  cost  to  Bethlehem  of  about 
$840,000,000.  Bethlehem’s  cash  and  current  assets  amounted  to  about  $180,000,000, 
and  of  this  amount  over  $16,000', 000  was  used  in  connection  with  the  operations 
of  Fairfield. 

Mr.  Wei|chel.  Well,  the  fact  is  you  put  a million  dollars  in  and  got 
12  millionJ  net  ? 

Mr.  IIomer.  No;  we  had  about  16  in,  in  that  particular  operation. 

Mr.  Wejciiel.  And  in  your  general  corporation  where  you  had  the 
investment  you  only  got  6.3,  and  I cannot  understand  why  you  should 
have  that  vast  difference.  You  should  have,  for  the  same  kind — 
there  is  no  different  brains  where  you  got  the  6.3  ? 

Mr.  Homer.  The  reason  why  this  is  not  understandable  is  because 
you  are  not  using  the  same  basis  of  comparison. 

Mr.  Weichel.  Using  it  on  the  basis  of  the  investment,  and  that’s 
all  there  was. 

That  is  all. 

The  Chairman.  Is  that  all? 

Mr.  WEijciiEL.  That  is  all. 

(Information  furnished  by  the  Bethlehem-Fairfield  Shipyard,  Inc., 
in  response  to  the  committee’s  questionnaire,  was  received  for  the 
record  and  marke.d  “Exhibit  26.”) 

(Information  furnished  by  Barrett  & Hilp  Shipyard,  McCloskey  & 

Co.,  Southeastern  Shipbuilding  Corp.,  and  East  Coast  Shipyards, 

Inc.,  in  response,  to  the  committee’s  questionnaire,  was  received  for  the 
record  and  marked  “Exhibits  27,  28,  29,  and  30.”) 

The  Chairman.  The  committee  stands  adjourned,  subject  to  call 
of  the  Chair. 

(Whereupon,  at  6:25  p.  m.,  the  committee  adjourned,  subject  to 
call  of  the  Chair. ) 
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Exhibit  I 

United  States  Maritime  Commission, 

„ „ _ „ Washington,  July  13,  1946. 

Hon.  S.  O.  Bland, 

House  of  Representatives, 

Washington,  D.  C. 

„ B.EAR  Judqe  Bland:  Further  reference  is  made  to  your  letter  dated  June  19, 
1946,  in  which  you  request  that  the  Maritime  Commission  bring  up  to  date  the 
figures  contained  in  Committee  Document  No.  57,  relating  to  fees  earned  by 
shipyard  operators  and  their  relationship  to  the  capital  investments  of  such 
operators  in  shipyard  facilities  and  working  capital. 

There  is  enclosed  exhibit  A,  which  lists  the  contractors  as  outlined  in  Com- 
mittee Document  No.  57,  showing  the  cost  of  the  facilities,  the  capital  invested 
by  shipyard  operators,  and  the  estimated  profits  earned  from  the  ship  construction 
contracts  completed  by  the  respective  builders. 

The  capital  investment  set  forth  on  the  exhibit  is  not  the  current  invested 
capital  in  each  case,  as  in  some  instances,  the  capital  investments  have  been 
reduced  by  the  retirement  of  capital  stock  or  liquidation. 

The  profits  earned  by  the  builders  are  captioned  “Estimated  Profits,”  because 
final  settlement  has  not  been  consummated  with  respect  to  many  of  the  con- 
tracts. However,  the  profits  are  substantially  actual.  It  should  also  be  borne 
in  mind  that  certain  costs  have  been  incurred  by  contractors  which  are  not 
reimbursable  or  allowable  by  the  Commission  and  must  be  met  out  of  earned 
profits  under  the  contracts.  The  amounts  of  disallowances  are  relatively  small 
compared  to  earned  profits. 

With  reference  to  your  request  to  include  an  additional  column  setting  forth 
the  amount  of  profit  remaining  after  renegotiation,  you  are  advised  that  many 
of  the  contracts  completed  in  1945  have  not  been  renegotiated.  Therefore  we 
have  shown,  as  per  exhibit  B attached,  profits  earned  on  the  contracts  which 
.have  been  renegotiated  and  profits  retained  by  the  contractor  after  renegotia- 
tion,  which  gives  a comparison  of  profits  retained  by  the  contractors  to  profits 
eprned.  feome  of  the  contractors  have  been  renegotiated  by  other  price  adjust- 
ment boards,  and  Maritime  Commission  business  has  been  commingled  with 
business  completed  for  other  Government  agencies. 

Sincerely  yours, 

....  . W.  W.  Smith,  Chairman. 

Attachments. 

Exhibit  A 


Fees  of  shipyard  operators  in  relation  to  their  capital  investment  under  ship 
construction  contracts  with  the  U.  S.  Maritime  Commission , June  30,  191/6 


Shipyard  operator 

Cost  of  facili- 
ties 

Capital  invest- 
ment of  ship- 
yard operator 

Estimated 

profits 

Barrett  & Hilp  Shipyard 

$874,  636 
63, 906,  980 
44, 423, 014 
16,  445, 861 
12, 171, 811 
800, 000 

/ 4,345,660' 
l 4,680,728. 

Be thleh cm « F airflel d Shipyards,  Inc 

31,  303, 718 

California  Shipbuilding  Corp 

Consolidated  Steel  Corp.,  Ltd 

13, 132, 308 
12, 801, 009 
1, 313,  742 

Delta  Shipbuilding  Co..  Inc 

East  Coast  Shipyards,  Ine__ 

J.  A.  Jones  Construction  Co.,  Inc.: 

Brunswick  yard 

Panama  City  yard 

14,’  m,  229 

j 2,000,000.00 
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Fees  of  shipyard  operators  in  relation  to  their  capital  investment  under  ship 
construction  contracts  with  the  XJ,  8-  Maritime  Commission,  June  30, 
1946 — Continued 




Shipyard  operator 

Cost  of  facili- 
ties 

Capital  invest- 
ment of  ship- 
yard operator 

Estimated 

profits 

Kaiser  Co.,  Inc 

$26, 509, 879 

i 

f$23, 839,  715 

52, 381,944 

[ $100,000.00 

\ 6,175,000 

34, 920, 887 

1 

l 13,632,311 

1, 323, 877 

500, 000. 00 

1, 345,  000 

McCloskey  & Go.: 

2, 563, 793 

f 75, 000 

8,  297, 162 

j 500, 000. 00 

{ 961, 368 

Marinship  Cori 
New  England 
'North  Carolina 

16, 436, 335 

11,  871,  840 

23, 233, 740 
20, 360,  248 

1, 028, 000. 00 

11,  097, 112 

3,  000, 000. 00 

27,  645, 029 

22,684,167 

550, 000.00 

40, 930,  564 

35,310,231 

460,  000. 00 

58, 840,  885 

16, 029,112 

600.00 

2, 080, 000 

Southeastern  S 

11,  078, 522 

600,000.60 

3, 135, 000 

14, 129, 008 

189,  200. 00 

13, 678, 303 

25, 047,  253 

300, 000.  00 

3, 050, 795 

424, 250, 694 

22, 979,275.62 

356,006, 612 

% 


Exhibit  B 


Renegotiated 


Contractor 


California  Shipbuildin  g Corp 

Dolta  Shipbuilding  Co 

North  Carolina  Shipbuilding  Corp. 

Oregon  Shipbuilding  Corp - 

Permanente  Mjetals  Corp.... ------ 

St.  Johns  River  Shipbuilding  Co_. 
Southeastern  Shipbuilding  Corp— 


shipbuilding  contracts 


Contractor’s 
profits  per 
contract 


$34,927,624 
9,494,811  : 
20,  676,  840 
33, 858,  564 
46,  316,  385 
900,  000 
2,  660, 000 


Profits  after 
renegotiation 


$23, 901, 324 
6, 921, 440 
16, 194, 970 
27, 071, 650 
43, 743, 262 
900, 000 
2,  G60, 000 


Exhibit  2 


Fees  of  shipyard  operators  in  relation  to  their  capital  investment  under  ship 
contracts  with  the  XJ . 8.  Maritime  Commission 

Mar.  3,  1944. 


Shipyard  operator 


Barrett  & Hilp — - - - -- ------- 

Bethlchom-Fairficld  Shipyards,  Ine. 

California  Shibbuilding  Corp 

Consolidated  Steel  Corp.,  Ltd 

Delta  Shipbuilding  Co.,  Inc.3 

East  Coast  Shipyards,  Inc.- 

Houston  Shipbuilding  Corp 

j.  A.  Jones  Construction  Co.,  Inc.: 

Brunswick  yard 

Panama  City  yard.. 


Cost  of  ship- 
yard to  U.  S. 
Government 


$3, 017, 811 
33. 432,  496 
26, 168,  791 
12, 167,  615 
12, 915,  523 
2, 818, 000 
13,  551, 596 

12,  695,  228 
12,  111,  785 


Capital  invest- 
ment of  ship- 
yard operator 1 


$3, 611;  664. 00 
1, 000,000.00 
600,000.00 
2 6, 396,  Oil.  62 
750, 000. 00 
43,800.00 
689, 200. 00 

• < 2, 000, 000. 00 


Fees  earned 
by  shipyard 
operator  to 
Nov.  30, 1943 


■{ 


$121, 
26,  992, 
31,  089, 
2, 170, 
6, 498, 
56, 

8, 100, 

525, 
877, 


Fees  earned 
to  Nov.  30, 
1943,  plus 
minimum 
remaining 
fees 


$351,050 
29, 748, 400 
35,207,  244 
5, 711, 036 

8. 683. 000 
430,000 

10, 250, 300 

2. 100. 000 

2,  625,  000 


1 Includes  capital,  paid-in  surplus.  Figures  taken  from  data  supplied  by  shipyard  operators  and  the 
Maritime  Commission. 

2 $435,553.65;  of  this  amount  has  been  retired.  . _ 

3 This  company  operates  facilities  of  Louisiana  Shipyards,  Inc. 
i includes  $1,793.40(1  of  surplus  earned  over  a period  of  49  years. 
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Fees  of  shipyard  operators  in  relation  to  their  capital  investment  under  ship 
contracts  w-i.th  the  U.  S.  Maritime  Commission — Continued 


Shipyard  operator 


Kaiser  Co.,  Inc.: 

Portland  yard 

Richmond  yard  No.  3 

Vancouver  yard. 

Kaiser  Cargo,  Inc 

McCloskey  & Co.: 

San  Jacinto  yard » 

Tampa  yard 

Marinship  Corp 

New  England  Shipbuilding  Corp 
North  Carolina  Shipbuilding  Co- 

Oregon  Shipbuilding  Corp 

Permanente  Metals  Corp 

St.  Johns  River  Shipbuilding  Co 
Southeastern  Shipbuilding  Corp. 
Walsh-Kaiser  Co.,  Inc__ 

Total 


Cost  of  ship- 
yard to  U.  S. 
Government 

Capital  invest- 
ment of  ship- 
yard operator 

Fees  earned 
by  shipyard 
operator  to 
Nov.  30,  1943 

Fees  earned 
to  Nov.  30, 
1943,  plus 
minimum 
remaining 
fees 

$22,  750,  570 
23, 271,819 
23, 667, 802 
1, 276, 923 

| $100,000.00 
500, 000. 00 

f $2,925,000 
\ 550,000 

[ 3,175,000 

# 1,225,000 

$0,080,000 
3, 000,000 
7, 300,000 
* 3, 885, 000 

2,  664,  695 
6, 236, 794 
16, 215, 000 
22, 159, 755 
20, 002,  592 
16, 824,484 
35,  445, 420 
15, 804, 942 
11, 070,  000 
25,  784, 472 

} 760,000.00 

‘ 600,000.00 
1,028, 000. 00 
3,000, 000.00 

550. 000.  00 

460. 000.  00 
600.00 

600. 000.  00 
300,000.00 

f 38, 775 

t 127, 500 

720. 000 
> 3, 136,300 
13,  594, 000 
32,  550,607 
37, 671, 100 

810.000 
1, 440, 000 

550, 795 

75,000 
612, 000 
3,000,000 

7 6,  171, 300 
15, 774,000 
36,  905, 607 
42, 825, 100 

1. 940. 000 

2. 660. 000 
2,900,795 

371, 960, 113 

22, 979, 275. 62 

174, 944,051 

228,234,832' 

1 Includes  $525,000  paid  to  Kaiser  Co.,  Inc.,  Richmond  3A,  a predecessor  in  Interest. 

• Formerly  operated  by  San  Jacinto  Shipbuilders,  Inc. 

7 Includes  $1,558,000  paid  to  South  Portland  Shipbuilding  Corp.  The  stockholders  of  both  companies, 
are  the  same. 


Exhibit  3 

Kaiseb  Co.,  Inc. 

Oakland,  Calif. 

Washington,  D.  C.,  September  19,  1946. 
Merchant  Marine  and  Fisheries  Investigating  Committee, 

United  States  Bouse  of  Representatives, 

House  Office  Building,  Room  228,  Washington  25,  D.  C. 

(Attention  Mr.  Marvin  J.  Coles,  general  counsel.) 

Gentlemen  : This  will  acknowledge  receipt  of  your  letter  of  September  14, 
1946,  requesting  further  information  relative  to  the  shipbuilding  corporations 
comprising  the  “Kaiser  group.” 

With  respect  to  the  inquiry  contained  In  the  second  paragraph  of  your  letter, 
we  have  prepared  and  enclose  herewith  three  copies  of  a chart  which  we  believe 
discloses  the  desired  information. 

Regarding  the  information  requested  in  the  third  paragraph  of  your  letter,  we 
wish  to  advise  you  that  none  of  the  corporations  ip  the  Kaiser  group  now  own 
or  have  ever  owned  any  interest  of  any  kind  in  any  of  the  companies  listed  in 
the  third  paragraph  of  your  letter. 

In  response  to  the  inquiries  contained  In  the  fourth  paragraph  of  your  letter 
the  following  information  is  presented  : 

On  April  23,  1945,  Henry  J.  Kaiser  Co.,  which  owned  4T3  shares  of  California 
Shipbuilding  Corp.,  sold  and  transferred  the  same  to  W.  A.  Bechtel  Co.  for  a 
price  of  $100  per  share,  or  a total  of  $47,300.  On  the  same  day  the  Kaiser  Co., 
which  owned  an  equal  number  of  shares  of  stock  in  said  California  Shipbuilding 
Corp.,  sold  and  transferred  the  same  to  Bechtel-McCone  Corp.  at  a price  of  $100 
per  share,  or  a total  of  $47,300. 

As  of  the  same  date,  Henry  J.  Kaiser  Co.  and  the  Kaiser  Co.  each  held  a prom- 
issory note  of  California  Shipbuilding  Corp.  in  the  principal  amount  of  $55,020. 
On  April  23,  1945,  said  notes  were  sold  and  transferred  by  Henry  J.  Kaiser  Co. 
and  the  Kaiser  Co.  to  W.  A.  Bechtel  Co.  and  Bechtel-McCone  Corp.,  respectively, 
for  face  value.  California  Shipbuilding  Corp.  paid  the  interest  on  said  notes  to 
April  23,  1945,  direct  to  Henry  J.  Kaiser  Co.  and  the  Kaiser  Co.,  respectively. 
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At  the  same  time  W.  A.  Bechtel  Co.  and  Bechtel-McCone  Corp.  each  owning 
453  shares] of  the  stock  of  the  Permanente  Metals  Corp.,  entered  into  agreements 
with  Henry  J.  Kaiser  Co.  and  the  Kaiser  Co.,  respectively,  whereby  the  latter 
corporations  agreed  to  purchase  said  stock  of  the  Permanente  Metals  Corp.  at  a 
price  of  $i00  per  share  and  the  two  said  Bechtel  corporations  agreed  to  sell  the 
same  provided  each  received  dividends  from  the  Permanente  Metals  Corp.  on  the 
stock  then  held  by  them  in  said  Permanente  Metals  Corp.  in  the  amount  of 
$387,287. 

The  totq.1  of  said  dividends  so  to  be  received  by  the  two  Bechtel  companies  was 
approximately  equal  to  dividends  which  had  previously  been  received  by  Henry 
J.  Kaiser  bo.  and  the  Kaiser  Co.  on  their  stock  held  in  California  Shipbuilding 
Corp.,  the|  Permanente  Metals  Corp.  during  the  same  period  of  time  not  having 
declared  any  dividends. 

The  above  transactions  arose  out  of  the  fact  that  there  were  differences  of 
opinion  between  the  Bechtel  management  and  the  Kaiser  management  respect- 
ing the  future  operations  of  the  companies  involved,  the  Bechtel  management 
•desiring  to  engage  mainly  in  construction  and  the  Kaiser  management  desiring 
to  engage  (primarily  in  manufacturing.  Therefore  it  was  deemed  mutually  desir- 
able for  tfie  Bechtel  interests  to  withdraw  from  the  Permanente  Metals  Corp. 
•and  for  th,e  Kaiser  interest  to  withdraw  from  California  Shipbuilding  Corp. 

We  trus|t  that  this  gives  you  the  information  which  you  desire. 

Yours  very  truly, 

Kaiseb  Co.,  Inc., 

I By  Chad  F.  Calhoun,  Vice  President. 


Exhibit  4 

Report  oW  Kaiser  Co.,  Inc.,  to  Merchant  Marine  and  Fisheries  Investigating 
Committee,  August  30,  1 .946 


; Kaiser  Co.,  Inc..  ! 

Oakland,  Calif.,  August  29,  1946. 
Merchant  Marine  and  Fisheries  Investigating  Committee, 

Home  of  Representatives,  Washington,  D.  O. 

Gentlemen  : We  are  pleased  to  furnish  herewith  the  information  requested  in 
your  letter  of  July  27, 1946,  concerning  the  shipbuilding  activities  of  this  company, 
ns  follows: 

1.  Date  on  which  Kaiser  Co.,  Inc.,  was  formed  and  copy  of  its  corporate  charter. 

Kaiser  Co.,  Inc.  (hereinafter  referred  to  as  the  “company”),  was  incorporated 

on  December  1,  1941,  and  amended  articles  of  incorporation  were  filed  on  January 
8,  1942.  A copy  of  the  company’s  articles  of  incorporation  (as  amended)  are 
attached  as  exhibit  A. 

2.  The  total  capital  of  the  company,  giving  a break-down  of  the  types  of  stock 
and  securities. 

Exclusive  of  any  funds  furnished  by  the  Government  or  loans  guaranteed  by 
the  Government,  the  total  amount  available  for  the  shipbuilding  activities  of  the 
company  ivas  813.850,000.  8/e  exhibit  B attached  hereto  for  details. 

3.  The  names  of  all  officers  and  directors  and  a statement  of  their  annual 
compensation. 

A schedule  listing  all  officers  and  directors  of  the  company  Is  attached  as 
exhibit  cl  No  officer  or  director  received  compensation  for  holding  any  office 
or  directorship  as  such. . All  compensation  was  for  services  rendered  as  an 
employee  of  the  company  and  reference  is  made  to  exhibit  B attached  hereto 
for  a full  statement  of  the  compensation  paid  to  such  employees. 

4.  Names  of  all  officers  and  employees  who  have  received  compensation  of  over 
$15,000  per  annum,  giving  the  amounts  received  and  the  extent  to  ivhich  these 
amounts  were  reimbursable  by  the  Maritime  Commission. 

Exhibit!  D contains  schedules  detailing  not  only  the  information  requested 
hut  also  the  compensation  of  all  individuals  who  have  been  officers  and  directors 
■of  any  of!  the  following  companies : 

Kaiser  Co.,  Inc. 

The  Permanente  Metals  Corp. 

Richmond  Shipbuilding  Corp. 

Kaiser  Fleetwings,  Inc.  (formerly  Kaiser  Cargo,  Inc.). 

Oregon  Shipbuilding  Corp. 
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Only  those  officers  who  were  employed  full  time  on  shipbuilding  activities  were 
compensated  for  services  in  connection  therewith,  and  the  president  of  the 
company  and  many  other  officers  and  directors  did  not  receive  any  compensation 
whatsoever  in  connection  with  the  shipbuilding  operations,  although  very  con- 
siderable time  and  effort  was  devoted  by  them  to  the  shipbuilding  activities. 
During  the  couse  of  the  shipbuilding  program  only  six  persons  were  ever  paid 
at  an  annual  rate  in  excess  of  $15,000  by  any  of  the  above-mentioned  companies 
for  services  performed  in  the  shipbuilding  operations,  and  in  only  three  instances 
was  more  than  $15,000  reimbursed  by  the  Maritime  Commission.  One  sucii 
instance  involved  Mr.  J.  F.  Reis,  administrative  manager  of  all  of  the  shipyards 
operated  by  the  above  companies,  who  was  paid  a total  of  $15,576,  in  1944,  which 
was . fully  reimbursed.  Another  instance  involved  Mr.  Edgar  F.  Kaiser,  vice 
president  and  general  manager  of  the  Vancouver  and  Portland  yards  of  this 
company  and  one  yard  of  the  Oregon  Shipbuilding  Corp.,  who  was  paid  in  excess 
of  $15,000  per  year,  the  highest  amount  being  $18,346  in  1943,  which  was  fully 
reimbursed.  The  third  instance  involved  Mr.  C.  P.  Bedford,  vice  president  and 
general  manager  of  one  yard  of  this  company  at  Richmond,  Calif.,  two  yards 
of  the  Permanente  Metals  Corp.,  and  one  yard  of  Kaiser  Fleetwings,  Inc.  (formerly 
Kaiser  Cargo,  Inc.),  who  was  paid  in  excess  of  $15,000  per  year,  the  highest 
amounts  being  $26,474  in  1945,  of  which  $16,666  was  reimbursed,  and  $21,154  in 
1943,  of  which  $20,307  was  reimbursed.  Messrs.  Edgar  F.  Kaiser  and  C.  P. 
Bedford,  as  general  managers,  had  the  direct  and  primary  responsibility  for 
the  management  and  operation  of  a total  of  seven  shipyards  operated  by  the 
above-mentioned  companies,  which  employed  in  excess  of  180,000  persons  at 
various  times  during  the  course  of  the  war,  and  produced  1,474  ships  for  the 
Maritime  Commission. 

5.  The  names  of  all  persons,  associations,  or  corporations  holding  5 percent 
or  more  of  the  capital  stock  of  the  company,  giving  the  amounts  of  capital 
stock  held  by  each. 

On  February  11,  1942,  1,000  shares  of  no  par  value  capital  stock  were  issued 
to  the  Henry  J.  Kaiser  Co.  This  represents  100  percent  of  the  ownership  of 
the  company.  The  acquisition  of  the  stock  was  for  cash  and  no  change  in 
stock  ownership  has  occurred  since  that  (late.  “ ' = 


6.  The  shipbuilding  experience  prior  to  191,1  of  all  officers,  directors  and 
stockholders  holding  oven'  5 percent  of  the  capital  stock. 

Prior  to  1941,  officers  and  directors  of  the  company  had  been  engaged  in 
heavy  construction  projects  which  included,  among  others,  the  building  of 
Boulder  Dam,  Bonneville  Dam,  Grand  Coulee  Dam,  powerhouses  and  facilities 
and  many  other  projects.  Through  these  activities  and  over  a course  of  many 
years  prior  thereto,  an  integrated  organization  was  developed  which  was  ex- 
perienced and  efficient  in  procuring  and  handling  large  quantities  of  materials 
.and  in  mass  production  and  fabrication  methods. 

1939,  Kaiser  interests  and  several  associates  joined  with  the  Todd  Shin- 
^ilding  Corp.  and  founded  the  Seattle-Tacoma  Shipbuilding  Corp.  In  Julv 
1939  this  latter  company  submitted  a low  competitive  bid  to  the  United  States 
Maritime  Commission  for  the  construction  of  five  C-l  cargo  vessels  These 
vessels  were  completed  in  1941  in  a shipyard  privately  financed  and  constructed 
on  i ,oma'  W,ashA  Durmg  1940  this  same  company  was  awarded  contracts  for 
30  destroyers  by  the  Navy  Department  and  four  C-3  cargo  vessels  and  two  C-3 
troop  transports^by  the  Maritime  Commission.  Participation  in  this  company 
continued  until  February  1942.  1 ' 

Messrs.  Henry  J.  Kaiser,  Edgar  F.  Kaiser,  C.  P.  Bedford,  J.  F,  Reis,  George 
Havas,  G.  G.  Sherwood,  and  other  officers  and  directors  of  Kaiser  Co  Inc 
SSnC  eelJ'  connected  with  or  officers  or  directors  of  Todd-California 
menf-b  P’’  whlch  receJTed  a contract  in  1940  from  the  British  Govern- 

™e'‘*  a411SeIei’-Way  sh,ward  at  Richmond,  Calif.,  and  construct  30 

vessels.  All  these  vesesls  were  completed  prior  to  the  award  of  anv 
shipbuilding  contracts  to  Kaiser  Co.,  Inc.  These  same  individuals  were  also 
: th,R  ,C  U1,0n;1  Shipbulldin2  CorP.>  Oregon  Shipbuilding  Corp.,  and 
nr  Shipbuilding  Corp.,  all  of  which  companies  had  been  producing  ships 

eiiUleS  Prf°r  t0  the  Ume  any  contracts 

^7'  T*l6  V/(ftn,cs  °f  al1  officers,  directors , or  stockholders  oirninn  more  than  5 
percent  of  the  capital  stock  of  the  company  who  have  held  positions  as  officers 

COmpa^  ^liGh  had  "act*  with  me  iZiZToZ 

mission  oi  the  War  Shipping  Administration. 
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No  individual  owned  any  stock  of  this  company ; consequently,  the  answer  to 
the  ouestiof  is  “None.”  For  your  information,  however,  a schedule  is  attached 
as  exhibit  E showing  the  names  of  officers  or  directors  holding  such  positions 
in  more  than  one  of  the  following  corporations  which  had  contracts  with  the 
United  States  Maritime  Commission  or  the  War  Shipping  Administration  . 

Kaiser  Co.,  Inc. 

The  permanente  Metals  Corp. 

Richmond  Shipbuilding  Corp. 

Kaiser  Fleetwings,  Inc.  (formerly  Kaiser  Cargo,  Inc.) 

Oregon  Shipbuilding  Corp. 

Columbia  Construction  Co.  . ' _ 

In  addition,  Messrs,  Henry  J.  Kaiser,  G.  G.  Sherwood  and  Edgar  F Kaiser 
were  officers  and/or  directors  of  California  Shipbuilding  Corp.  until  April  194o. 

8 The  names  of  all  officers,  directors,  or  stockholders  owning  more  than  5 
percent  of  he  capital  stock  of  the  company  who  have  owned  5 percent  or  more 
of  the  capital  stock  of  another  company  which  had  contracts  with  the  United 

States  Maritime  Commission  or  the  War  Shipping  Administration. 

No  individuals  are  stockholders  of  Kaiser  Co.,  Inc.,  tlie  sole  stockholders  being 
Henrv  J Kaiser  Co.  In  regard  to  this  latter  company  and  others  in  which  Mr. 
Kaiser  dr 'members  of  his  family  owned  in  excess  of  5 percent  of  the  stock, 
please  refer  to  the  answer  to  question  No.  13  which  details  thm  information. 

9.  Description  of  all  contracts  between  the  company  and  the  United  States 

A description  of  all  contracts  is  shown  m exhibit  F,  together  with  the  other 
detailed  information  requested.  In  summary,  the  total  number  of  ships  con- 
structed aid  delivered  was  344.  The  total  volume  of  work ^performeffi amounted 
to  $1,650,810,042.  The  net  profit  on  this  volume  of  work  aftei  applying  Federal 
income  taJes  would  have  been  $11,311,684,  or  0.68  percent  of  tlui  toral  contraet 
volume  However,  since  the  over-all  operations  of  the  company  have  resulted  in 
a loss  of  $18,579,1)00,  no  Federal  income  taxes  were  paid. 

10.  The  fees  and  profits  under  each  contract  allowed  after  renegotiation. 

Please  refer  to  exhibits  F and  G for  this  information.  . . 

11.  The  status  of  each  contract  still  subject  to  renegotiation,  giving,  wherever 
possible  information  showing  the  opinion  of  the  Price  Adjustment  Board  and  of 
the  company  as  to  the  fees  and  profits  permissible  under  each  contract 

The  effect  of  renegotiation  on  fees  and  profits  and  the  status  of  contracts 
still  subject  to  renegotiation  is  described  in  exhibit  G attached  hereto. 

12.  The  total  r-ost  to  the  Government  of  the  shipyards  and  facilities  used  by 

V The  total  cost  of  the  shipyards  and  facilities  was  $75,494,793.89,  exclusive 
of  housing  and  transportation,  all  of  which  were  constructed  without  fee  or 
profit  This  information  is  detailed  in  exhibit  H attached  hereto  - 

13  List  all  other  shipbuilding  companies  holding  contracts  with  the  United 
States  Maritime  Commission  or  the  War  Shipping  Administration  m which  Henry 
Kaiser  members  of  his  immediate  family,  or  companies  m which  he  or  members 
of  his  family  owned  over  5 percent  of  the  capital  stock  or  hud  a financial  interest 
in  excess  pf  5 percent  of  its  capital  stock,  giving 

(a) 1  The  extent  of  such  ownership; 

(b)  Under  and  in  what  manner  acquired;  and 

(c)  The  amount  of  dividends  received  from  each  of  such  companies. 

Mr  Kaiser  and  none  of  his  family  owned  stock  in  any  shipbuilding  companies 
holding  contracts  with  the  Maritime  Commission  or  War  Shipping  Administra- 
tion. However,  he  and  members  of  his  family  own  more  than  5 percent  of  the 
stock  of  three  corporations  which  had  a financial  interest  in  excess  of  5 percent 
in  shipbuilding  companies  holding  such  contracts  and  the  details  with  respect 
to  subparagraphs  (a)  and  (b)  of  this  question  are  set  forth  m exhibit  I attached. 

Answering  subparagraph  (c),  the  total  amount  of  dividends  received  by  com- 
panies in  .which  Mr.  Kaiser  and  his  family  own  over  o percent  . of  the  capital 
stock  amounted  to  $4,936,000.  In  this  connection,  it  f ouRl  he  poteted  out  how-  . 
ever  that  Kaiser  Co.,  Inc.,  which  is  wholly  owned  by  Heniy  J.  Kaiser  Co. 
and  operated  three  maritime  shipyards  and  a steel  plant  which  supplied  plato 
for  the  construction  of  ships,  not  only  did  not  pay  any  dividends,  but  shows  a 

t0  We'shajd  be  pleased  to  furnish  you  with  any  other  information  you  may  desire. 
Respectfully  submitted.  Ka1beb  Co„  Inc„ 

TTu'IWD-v  T TT  A1STTR  President. 
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Exhibit  A 

Amended  Articles  of  Incorporation  of  California  Kaiser  Company  (Before 
Payment  of  Any  Part  of  Capital) 

First. — The  name  of  this  corporation  is 

kaiser  company,  INC. 

Second. — Its  principal  office  in  the  State  of  Nevada  is  located  at  No.  20S  North 
Virginia  Street,  in  the  City  of  Reno,  County  of  Washoe.  The  name  and  address 
of  its  resident  agent  is  The  Corporation  Trust  Company  of  Nevada,  No.  206  North 
Virginia  Street,  Reno,  Nevada. 

Third.— The  nature  of  the  business,  or  objects  or  purposes  proposed  to  be  trans- 
acted, promoted,  or  carried  on  are : . 

To  carry  on  a general  contracting  and  construction  engineering  business  and 
to  excavate,  dredge,  grade,  pave  and  construct,  build,  erect,  repair,  wreck,  re- 
model, and  equip  in  whole  or  in  part  buildings  of  every  description ; public  and 
private  works  of  all  kinds ; roads,  streets,  sidewalks,  bridges,  viaducts,  approaches, 
pavements,  dams,  locks,  sewers,  tunnels,  subways,  canals,  aqueducts,  channels 
and  other  waterways,  foundations,  piers,  caissons,  vaults,  wharves,  marine  ways 
and  docks,  ditches,  conduits,  reservoirs,  railways  and  other  systems  of  trans- 
portation, system  of  waterworks ; electric,  hydraulic,  power,  and  gas  plants,  tele- 
phone, telegraph,  and  lighting  systems,  factories  and  all  structures  built  m whole 
or  in  part  of  wood,  stone,  brick,  cement,  iron,  steel,  or  combinations  thereof.  ■ 

To  do  all  manner  of  boiler  setting  and  boiler  installation  and  all  work  inci- 
dental thereto ; to  do  all  manner  of  furnace  setting  and  furnace  installation  and 
all  work  incident  thereto;  and  to  install  automatic  stokers  and  to  do  all  mason- 

work  incidental  thereto.  , , , , . . , 

To  take  over,  acquire,  purchase,  own,  sell,  lease,  hire,  hold,  control,  manage, 
maintain,  and  operate  mines,  quarries,  gravel  pits,  brickyards,  lime  kilns,  re- 
fineries asphalt,  cement,  and  plaster  mills,  furnaces,  sawmills,  metal  and  wood- 
working plants,  pulp  and  paper  mills,  factories,  lumberyards,  timberlands,  glass 
plants,  and  establishments  for  the  manufacture,  preparation,  and  production  of 
building  supplies,  material,  furnishings,  decorations,  and  furniture. 

To  manufacture,  buy,  sell,  lease,  and  deal  in  lime,  cement,  plaster,  giavel, 
stone  marble,  brick,  terra  cotta,  lumber,  timber,  glass,  paints,  oils,  varnishes, 
stains  iron,  steel,  copper,  brass,  and  other  metals,  products,  combinations,  fab- 
rications, or  manufactures  of  any  of  the  foregoing ; buildings,  and  building  ma- 
terials of  all  kinds ; crushing,  cutting,  lighting,  hoisting,  elevating,  cooling,  re- 
frigerating, ventilating,  polishing,  and  cleaning  machinery,  pipes,  wiles,  appara- 
tus fixtures,  and  equipment  of  all  kinds  and  to  install  or  erect  the  same , plumb- 
ing' fixtures,  materials,  and  supplies  of  all  kinds,  and  to  install  the  same. 

To  manufacture,  produce,  assemble,  fabricate,  and  deal  in  all  lands,  forms, 
and  combinations  of  steel,  iron,  copper,  or  other  metals  or  either  or  any  of  them. 

To  carry  on  the  business  of  consulting  and  contracting  engineers  and  the 
preparation  of  plans  and  specifications  of  machinery,  buildings,  and  works. 

To  do  a general  wrecking,  salvage,  and  house-moving  business;  to  erect  and/or 
have  erected,  to  construct  or  have  constructed,  houses,  works,  buildings,  storage 
rooms,  tenements,  edifices,  and  structures  of  every  description ; and  to  buy,  soli, 
own,  use,  manage,  and  lease  the  same  or  similar  structures. 

To  acquire  by  purchase,  subscription,  or  otherwise,  and  to  hold  as  investment 
or  otherwise,  anv  bonds  or  other  securities  or  evidences  of  indebtedness  or  any 
shares  of  capital  stock  created  or  issued  by  any  other  corporation  or  other  cor- 
porations, association  or  associations,  person  or  persons  of  the  State  of  Nevada, 
or  any  other  state,  district,  territory,  or  country. 

To  purchase,  underwrite,  hold,  sell,  assign,  transfer,  mortgage,  pledge,  or 
otherwise  dispose  of  any  bonds,  shares  of  stock,  debentures,  or  other  securities 
or  evidences  of  indebtedness  created  or  issued  by  any  other' corporation i or ^ cor- 
porations, association  or  associations,  person  or  persons,  of  the  State  of  Nevada, 
or  of  any  other  state,  district,  territory,  or  country ; and  while  the  owner  thereof 
to  exercise  all  the  rights,  powers,  and  privileges  of  ownership,  including  the  right 

to  vote  thereon.  ■ , , 

To  manufacture,  purchase,  or  otherwise  acquire,  own,  mortgage,  pledge,  sell, 
assign  and  transfer,  or  otherwise  dispose  of,  to  invest,  trade,  deal  in,  and  deal 
with  goods,  wares,  and  merchandise  and  real  and  personal  property  of  every 
class  and  description. 
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To  acquire,  and  pay  for  in  cash,  stock,  or  bonds  of  this  corporation,  or  other- 
wise, the  good  will,  rights,  assets,  and  property,  and  to  undertake  or  assume 
the  whole  or  any  part  of  the  obligations  or  liabilities  of  any  person,  iirm,  asso- 
ciation or  corporation. 

To  acquire,  hold,  use,  sell,  assign,  lease,  grant  licenses  in  respect  of,  mortgage, 
or  otherwise  dispose  of  letters  patent,  of  the  United  States  or  any  foreign  coun- 
try, patent;  rights,  licenses  and  privileges,  inventions,  Improvements  and  proc- 
esses, copyrights,  trade-marks  and  trade  names,  relating  to  or  useful  in  connec- 
tion with  any  business  of  this  corporation. 

To  guarantee,  purchase,  hold,  sell,  assign,  transfer,  mortgage,  pledge,  or  other- 
wise dispose  of  shares  of  the  capital  stock  of,  or  any  bonds,  securities,  or  evi- 
dences of  indebtedness  created  by  any  other  corporation  or  corporations  organized 
under  the  laws  of  this  State  or  any  other  state,  country,  nation,  or  government, 
and  while  the  owner  thereof  to  exercise  all  the  rights,  powers,  and  privileges  of 
ownership. 

To  promote  or  to  aid  in  any  manner,  financially  or  otherwise,  any  corpora- 
tion or  association ; and  for  this  purpose  to  guarantee  or  to  become  surety  upon 
the  contracts,  dividends,  stocks,  bonds,  notes,  and  other  obligations  of  such  other 
corporations  or  associations ; and  to  do  any  other  act  or  thing  designed  to  pro- 
tect, preserve,  improve,  or  enhance  the  value  of  the  stocks,  bonds,  or  other  evi- 
dences of  indebtedness  or  securities  of  such  other  corporations. 

To  enter:  into,  make,  and  perform  contracts  of  every  kind  and  description,, 
with  any  person,  firm,  association,  corporation,  municipality,  county,  state,  body 
politic,  or  government  or  colony  or  dependency  thereof. 

To  become  a member  of  any  partnership  and  to  enter  into  any  lawful  arrange- 
• ments  for  snaring  profits  and/or  losses,  union  of  interests,  reciprocal  concession,, 
or  cooperation,  with  any  corporation,  association,  partnership,  syndicate,  person, 
or  governmental,  municipal,  or  public  authority,  domestic  or  foreign,  in  the  carry- 
ing on  of  any  business  which  this  corporation  is  authorized  to  carry  on  or  any 
business  or  I transaction  deemed  necessary,  convenient,  or  incidental  to  carrying 
out  any  of  tpe  purposes  of  the  corporation. 

To  act  as  | agent,  factor,  broker,  or  representative  of  corporations,  associations,, 
firms,  and  individuals. 

To  borroijv  or  raise  moneys  for  any  of  the  purposes  of  the  corporation  and,, 
from  time  to  time,  without  limit  as  to  amount,  to  draw,  make,  accept,  endorse, 
execute,  ancjl  issue  promissory  notes,  drafts,  bills  of  exchange,  warrants,  bonds,, 
debentures,  ;and  other  negotiable  or  nonnegotiable  instruments  and  evidences  of 
indebtedness,  and.  to  secure  the  payment  of  any  thereof  and  of  the  interest 
thereon  by  Mortgage  upon  or  pledge,  conveyance,  or  assignment  in  trust  of  the 
whole  or  any  part  of  the  property  of  the  corporation,  whether  at  the  time  owned 
or  thereafter  acquired,  and  to  sell,  pledge,  or  otherwise  dispose  of  such  bonds 
or  other  obligations  of  the  corporation  for  its  corporate  purposes. 

To  purchase,  hold,  sell,  and  transfer  the  shares  of  its  own  capital  stock; 
provided  it  | shall  not  use  its  funds  for  purchase  of  its  own  shares  of  capital 
stock  when! such  use  of  funds  or  property  would  cause  any  impairment  of  its 
capital  except  as  otherwise  permitted  by  law,  and  provided  further  that  shares 
of  its  own; capital  stock  belonging  to  it  shall  not  be  voted  on  directly  or 
indirectly. 

To  have  one  or  more  offices,  to  carry  on  all  or  any  of  its  operations 
and  business  and  without  restriction  or  limit  as  to  amount  to  purchase  or 
otherwise  acquire,  hold,  own,  mortgage,  sell,  convey,  or  otherwise  dispose  of 
real  and  personal  property  of  every  class  and  description  in  any  of  the  states, 
districts,  territories,  or  colonies  of  the  United  States,  and  in  any  and  ail 
foreign  countries,  subject  to  the  laws  of  such  state,  district,  territory,  colony,  or 
country. 

In  general  to  carry  on  any  other  business  in  connection  with  the  foregoing, 
and  to  have  and  exercise  all  the  powers  conferred  by  the  laws  of  Nevada  upon 
corporations  formed  under  the  act  hereinafter  referred  to,  and  to  do  any  or  ail 
of  the  things  hereinbefore  set  forth  to  the  same  extent  as  natural  persons 
might  or  could  do. 

The  objects  and  purposes  specified  in  the  foregoing  clauses  shall,  except 
where  otherwise  expressed,  be  in  nowise  limited  or  restricted  by  reference  to,, 
or  inference;  from,  the  terms  of  any  other  clause  in  these  articles  of  incorpora- 
tion, but  the  objects  and  purposes  .specified  in  each  of  the  foregoing  clauses 
of  this  article  shall  be  regarded  as  independent  objects  and  purposes. 
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Fourth. — The  total  number  of  shares  which  the  corporation  is  authorized 
to  issue  is  twenty-five  thousand  (25,000)  shares  without  nominal  or  par  value. 
Said  shares  without  nominal  or  par  value  may  be  issued  by  the  corporation  from 
time  to  time  for  such  consideration  as  may  be  fixed  from  time  to  time  by  board 
of  directors  thereof. 

At  all  elections  of  directors,  each  stockholder  at  tire  time  entitled  to  vote 
shall  be  entitled  to  as  many  votes  as  shall  equal  the  number  of  his  voting 
shares  of  stock,  multiplied  by  the  number  of  directors  to  be  elected,  and  he  may 
cast  all  of  such  votes  for  a single  director  or  may  distribute  them  among  the 
number  to  be  voted  for,  or  any  two  or  more  of  them,  as  he  may  see  fit. 

Fifth.— The  members  of  the  governing  board  shall  be  known  as  directors, 
and  the  number  thereof  shall  be  not  less  than  three  nor  more  than  fifteen,  the 
exact  number  to  be  fixed  by  the  bylaws  of  the  corporation ; provided,  that  the 
number  so  fixed  by  the  bylaws  may  be  increased  or  decreased  within  the  limit 
above  specified  from  time  to  time  by  bylaw. 

The  names  and  post  office  addresses  of  the  first  board  of  directors  are  as 
follows : * 


Post-office  addresses 

Wm.  Woodburn,  Jr 200  N.  Virginia  St.,  Reno,  Nevada. 

li,  IIana__ 206  N.  Virginia  St.,  Reno,  Nevada. 

J.  P.  Thatcher 206  N.  Virginia  St.,  Reno,  Nevada. 

C.  Loring 206  N.  Virginia  St.,  Reno,  Nevada. 

V.  Birks 206  N.  Virginia  St.,  Reno,  Nevada. 

J.  Campbell 206  N.  Virginia  St.,  Reno,  Nevada. 


Sixth. — The  capital  stock,  after  the  amount  of  the  subscription  price  has  been 
paid  in,  shall  be  subject  to  no  further  assessment  to  pay  debts  of  the  corporation. 

Seventh.  The  names  and  post-office  addresses  of  each  of  the  incorporators, 
signing  these  articles  of  incorporation  are  as  follows : 


Post-office  addresses 

C.  Loring 206  N.  Virginia  St.,  Reno,  Nevada. 

J.  Campbell 206  N.  Virginia  St,,  Reno,  Nevada. 

V.  Birks 206  N.  Virginia  St.,  Reno,  Nevada. 


Eighth. — This  corporation  is  to  have  perpetual  existence'. 

Ninth. — In  furtherance,  and  not  in  limitation,  of  the  powers  conferred  by 
statute,  the  board  of  directors  is  expressly  authorized : 

Subject  to  the  bylaws,  if  any,  adopted  by  the  stockholders,  to  make,  alter, 
or  amend  the  bylaws  of  the  corporation. 

,To  fix  the  amount  to  be  reserved  as  working  capital  over  and  above  its 
capital  stock  paid  in,  to  authorize  and  cause  to  be  executed  mortgages  and  liens 
upon  the  real  and  personal  property  of  this  corporation. 

. From  time  to  time  to  determine  whether  and  to  what  extent,  and  at  what 
times  and  places,  and  under  what  conditions  and  regulations,  the  accounts  and 
books  of  this  corporation  (other  than  the  original  or  duplicate  stock  ledger), 
or  any  of  them,  shall  be  open  to  inspection  of  stockholders,  and  no  stockholder 
shall  have  any  right  of  inspecting  any  account,  book,  or  document  of  this  cor- 
poration except  as  conferred  by  statute,  unless  authorized  by  a resolution  of  the 
stockholders  or  directors. 

By  resolution  or  resolutions,  passed  by  a majority  of  the  whole  board,  to 
designate  one  or  more  committees,  each  committee  to  consist  of  two  or  more  of’the 
directors  of  the  corporation,  which,  to  the  extent  provided  in  said  resolution  or 
resolutions,  or  in  the  bylaws  of  the  corporation,  shall  have  and  may  exercise 
the  powers  of  the  board  of  directors  in  the  management  of  the  business  and  affairs, 
of  the  corporation  and  may  have  power  to  authorize  the  seal  of  the  corporation 
to  be  affixed  to  all  papers  which  may  require  it.  Such  committee  or  committees 
shall  have  such  name  or  names  as  may  be  stated  in  the  bylaws  of  the  corporation 
or  as  may  be  determined  from  time  to  time  by  resolution  adopted  by  the  board 
of  directors. 

Pursuant  to  the  affirmative  vote  of  the  holders  of  at  least  a majority  of  the 
stock  issued  and  outstanding,  having  voting  power,  given  at  a stockholders’ 
meeting  duly  called  for  that  purpose,  or  when  authorized  by  the  written  consent 
of  the  holders  of  at  least  a majority  of  the  voting  stock  issued  and  outstanding, 
the  board  of  directors  shall  have  power  and  authority  at  any  meeting  to  sell 
lease,  or  exchange  all  of  the  property  and  assets  of  this  corporation,  including 
its.  good  will  and  its  corporate  franchises,  upon  such  terms  and  conditions  as 
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its  board  or  directors  deem  expedient  and  for  the  best  interests  of  the  corporation. 

This  corporation  may  in  its  bylaws  confer  powers  upon  its  directors  in  addi- 
tion to  the  foregoing,  and  in  addition  to  the  fpregoing,  and  in  addition  to  the 
powers  and  authorities  expressly  conferred  upon  them  by  the  statutes. 

Tenth. — Meetings  of  stockholders  may  be  held  without  the  State  of  Nevada, 
if  the  bylaws  so  provide.  The  books  of  this  corporation  may  be  kept  (subject 
to  the  provisions  of  the  statutes)  outside  of  the  State  of  Nevada  at  such  places 
as  may  be  from  time  to  time  designated  by  the  board  of  directors  or  in  the 
bylaws  of  t|he  corporation. 

Eleventh:— This  corporation  reserves  the  right  to  amend,  alter,  change,  or 
repeal  any  provision  contained  in  these  articles  of  incorporation,  in  the  manner 
now  or  hereafter  prescribed  by  statute,  or  by  these  articles  of  incorporation, 
and  all  rights  conferred  upon  stockholders  herein  are  granted  subject  to  this 
reservation.  . . 

We,  the  undersigned,  being  all  of  the  incorporators  of  California  Kaiser  Com- 
pany, and  fill  of  the  signers  of  the  original  articles  of  incorporation  of  said  com- 
pany and  of  the  foregoing  amended  articles  of  incorporation  of  said  company, 
a corporation  organized  under  and  in  pursuance  of  the  General  Corporation  Law 
of  the  State  of  Nevada,  its  articles  of  incorporation  having  been  duly  filed  in 
the  office  orf  the  Secretary  of  State  of  Nevada  on  December  1,  1941,  and  a copy 
thereof  having  been  certified  by  the  Secretary  of  State  of  Nevada  and  filed  in  the 
office  of  tile  Clerk  of  Washoe  County  on  December  2,  1941,  do  hereby  certify, 
acknowledge,  and  take  oath  that  no  part  of  the  capital  stock  has  been  paid  in  ; 
and  that  no  business  has  been  transacted  by  said  corporation ; and  we,  the  un- 
dersigned, being  all  of  the  incorporators  of  said  company  and  being  all  of  the 
signers  and  subscribers  to  the  original  articles  of  incorporation  and  of  the 
foregoing  amended  articles  of  incorporation,  do  hereby  amend  said  articles  of 
incotporatlon  so  that  the  same  shall  read  as  hereinbefore  set  forth  in  the 
foregoing  Amended  articles  of  incorporation,  and  do  hereunto  set  our  hands 

and  seals.  ; ,, 

i C.  Losing. 

i-  J.  Campbell. 

V.  Bibics. 

State  of  Nevada,  County  of  Washoe,  ss: 

On  this  jgth  day  of  January  1942,  before  me,  the  undersigned,  a notary  public 
in  and  for  the  county  and  state  aforesaid,  personally  appeared  C.  Loring,  J. 
Campbell,  and  V.  Birks,  known  to  me  to  be  the  persons  described  in  and  who 
executed  the  foregoing  instrument  and  who  acknowledged  to  me  that  they 
executed  the  same  freely  and  voluntarily  and  for  the  uses  and  purposes  therein 

mentioned.  , _ „ . , , 

In  witness  whereof,  I have  hereunto  set  my  hand  and  affixed  my  official  seal 
the  day  and  year  in  this  certificate  first  above  written. 

Wm.  J.  Forman, 

Notary  Public  in  and  for  the  County  of 

Washoe,  State  of  Nevada. 


Exhibit  B 

; Kaiser.  Co.,  Inc. 

ANSWER  TO  QUESTION  NO.  2 OF  QUESTIONNAIRE  OF  JULY  27,  1946 

General : 

The  capital  of  the  company  was  segregated  as  follows : . 

Not  guaranteed  by 

For  shipyard  uses:  : 

Bank  loans  (unguaranteed) v-Lo,  tow,  uw 

Capital  stock 100,  OOP 

• ’ 13, 850, 000 
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Fontana  operations : 

RFC  loans  secured : 

Maximum  principal  at  end  of  any  month $110,  280  000 

Principal  balance  outstanding  July  31,  1946 95,  581,’ S32 

Bank  loans 

General.—- The  proceeds  of  these  loans  were  used  in  connection  with  the  ship- 
yard operations  of  the  company.  Due  to  the  magnitude  of  these  operations  and 
the  amount  of  funds  required,  and  due  to  the  limitations  imposed  by  the  Federal 
Government  on  the  amount  of  loans  which  banks  can  make  to  any  one  borrower  * 

it  was  necessary,  first,  to  borrow  from  more  than  one  bank,  and,  later,  to  borrow 
under  the  terms  of  Regulation  Y.  The  effect  of  borrowing  under  this  regulation 
was  to  permit  greater  loans  by  each  bank  without  their  exceeding  the  maximum 
limits  of  their  loans  to  any  one  borrower. 

Bank  loans,  not  guaranteed, 

(a)  Richmond  and  Portland  j/ards.— Until  December  1942,  funds  for  the 
™"ond  and  Portland  (Swan  Island)  yards  were  secured  from  the  Bank  of 
America  without  the  guaranty  of  any  branch,  subdivision,  etc.  of  the  Federal 
$8°750  000nt'  Maximum  borrowings  under  this  arrangement  amounted  to 

( b) .  Vancouver  yard.  Until  March  1943,  funds  for  the  Vancouver  yard  were 
secured  under  joint  commitments,  without  the  guaranty  of  any  branch  sub- 
division, etc.,  of  the  Federal  Government,  from  four  banks,  as  follows : 

First  National  Bank  of  Portland,  Oreg. 

United  States  National  Bank  of  Portland,  Oreg 
Seattle  (Wash.)  First  National  Bank. 

National  Bank  of  Commerce  (Seattle,  Wash.) 
ending  formal  completion  of  the  guaranteed  loan  superseding  this  arrangement 
the  Bank  of  America  also  made  a temporary  loan  for  use  at  this  shipyard 
Maximum  borrowings  under  these  arrangements  totaled  $5,009,000. 

Bank  loans,  guaranteed 

(a)  Richmond  and  Portland  yards—  Under  date  of  December  15  1942  the 
Sable' COmpa«y  Pateredinto  a credit  agreement  which  made 
•"11.000,000  for  use  in  financing  the  operations  of  these  two  yards.  In 
therewith,  a guaranty  agreement”  was  secured  by  the  bank  from  the 
United  States  Maritime  Commission  wherein  the  Commission  obligated  itself 
lE™eSt0  50  percent  of  the  balance  of  the  loan  uS  certata 

ment  was  rejaid  Tring6  June'S^  “ ^ °f  0,6  l0anS  under  this  arranse- 

Maximum  borrowings  under  this  credit  agreement  were  $10,500  000 

Vancouver  yard.— Under  date  of  March  4,  1943,  the  company  entered 
into  a loan  agreement  with  the  four  Portland  and  Seattle  banks  referred  to 
above,  which  made  available  $7,000,000  for  use  in  financing  the  operation  of  that 
yard.  Later,  the  Bank  of  America  was  substituted  for  two  Seattle  banks  In 
connection  with  this  loan  agreement,  the  banks  secured  a “guaranty  agreement” 

I*'0  Umvte<1  States  Maritime  Commission  wherein  the  Commissio/obligated 
itS6,u  tj°  Purchase  up  to  oO  percent  of  the  unpaid  balance  of  the  loan  under  certain 

sSKr ^pJdhiTKr;s8ary>  as  the  iast  of  the  ioans  under  tws 

Maximum  borrowings  under  this  loan  agreement  were  $6,370,000. 

Capital  stock 

Common,  no  par  value:  $100, 000. 

RFC  loans,  secured 

’£lleSe  tea11®  al'e  secured  by  mortgages  on  property,  pledge  of  profits  from  shin- 
Ja£d  oontnacts,  and  otherwise.  The  proceeds  of  the  loans  have  been  and  are 

mum  *he  Fontana  operations  of  the  company  The  maxh 

mho  S)<1  Principal  balance  at  the  end  of  any  one  month  was  $110  280  000 
The  principal  balance  remaining  at  July  31,  1946,  was  $95,581,832  04 
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Exhibit  0 

Kaiser  Co.,  Inc. 

TMt  of  all  officers  and  directors  from  date  of  organisation  to  My  Si,  lUV.1  and 
^ ; i annual  compensation 2 


PRESENT  OFFICERS  AND  DIRECTORS 


President:  Renry  J.  Kaiser 

Vice  presidents: 

Edgar  F:.  Kaiser. ._ 

T.M.  Price 

E.  Trofethen .,  Jr. ~ 

Oi  F.  CAlhoun - 

C.  P.  Bedford.— — - 

A.  B.  Ordway — 

T.  A.  Bedford,  Jr 

Paul  S .Marrin 

F.  M.  Biich— - 

Bauer 

G.  G.  Sherwood 

5;  Q.  Sherwood.. 


Albert  1 
Treasurer:  1 
Secretary:  < 

Directors:  | 

E.  E.  Trefetnen,  Jr 

Paul  S.  Marrin — - 

G.  G.  Sherwooci 

M.  Van;  Hoeseri 

T.  K.  McCarthy. 

R.  L.  Bridges 

Assistant  secretaries: 

T.  M.  price - 

C.  F.  Calhoun 

C.  P.  Bedford - 

Paul  S.;  Marrin- 

J.  F.  Reis 

C.  B.  Wood - - 

A.  E.  Beard 

Donald  Browne.  

E.  R.  Qrdway 

George  C,.  Ober,  Jr ---- 

Henry  J.  Kaiser,  Jr 

William  Marks—. 

J.  R.  Walker 

F.  H.  ijechill 

J.  E.  Lents. — 

Assistant  treasurers: 

J.  F.  Rais 

C.  B.  Wood.. 


PAST  OFFICERS  AND  DIRECTORS 


President:  G.  G.  Sherwood- 

Vice  president:  Peer  D.  Nielson.. 
Secretaries!: 

E.  E.  Trefethen,  Jr 

George” Havas  

Director:  F.  Cook. 

Assistant  secretaries: 

T.  A.  Bedford,  Jr— 

G.  G.  Sherwood. — 

J.  L.  Friedman. 

Frank!  Backmm 

W.  S.  jNewton 

DO 


Jan.  7, 1942 


Jan. 

Apr. 

Jan. 

Aug. 


7. 1942  I 
5, 1944 

15, 1942 

6.1943 
June  18, 1943 

do.J — -- 
Oct.  18,1945 
Aug.  6,1943  I 
May  ' 1,1946  I 
July  19,1946 
Dec.  2, 1941 
May  1, 1946  | 

Dec.  2, 1941 

do.- 

do.- 

do 

Aug.  6. 1943 
Dec.  2, 1941 

June  11,1942. 
Apr.  20,1942 
July  13,1942 
Apr.  20, 1942 
Jan.  15,1942 
May  1, 1946 
Jan.  7,1942 
Mar.  18, 1942 
Sept.  23, 1942 
June  5, 1942 
Mar.  4, 1943 
June  17,1941 
Apr.  18,1946 
Oct.  18,1945 
Mar.  4, 1946 


do — 

Aug.  21,1944 


Dec.  2, 1941 
Oct.  18,1945 

Dec.  2, 1941 
Jan.  7, 1942 
Dec.  2,1941 

Oct.  8,1945 
Apr,  20,1942 
Nov.  15, 1943 
Aug.  11, 1944 
Aug.  30,1945 
May  1, 1946 


Jan.  7, 1942 
Feb.  28,1946 

Jan.  7, 1942 
May  1,1916 
July  5, 1943 

Oct.  18,1945 
May  1,940 
Do. 

Do. 

Apr.  18, 1946 
July  19,1946 


was  for  services  rendered  as  an  employee  of  the  company. 
See  exhibit  D for  details  of  any  salaries  paid. 
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Exhibit  F 
(Question  No.  9) 
Kaiser  Co.,  Inc. 


1 

Summary  of  shipyard  income  to  May  31,  19J/G 

1 

1 

Shipbuilding 

(USMC 

contracts) 

Other  operations 

Total 

Total  of  ship! 
Government 

! Total  c 

' 

Gross  profit  t 
Federal  incon 

Net  pr( 
Percent  of 

j volume 

$1, 342, 475, 189. 06 
316, 334, 853.65 

jntraet  rolume 

1, 658, 810, 042. 71 

efore  tares 

lo  taxes 

41, 133, 396. 23 
29,  821,  712.  27 

i $59, 712, 436.  49 
'i  29, 821, 712.  27 

i $18, 579, 040.  26 

at 

let  profit  on  total  contract 

11,311, 683.96 

0.68 

i 29, 890, 724.  22 

1 18,  579, 040.  20 

1 Red  figure 

s. 
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Kaiseb  Co.,  Inc.  (Vancouver  Yard) 

Details  of  contracts  with  U.  S.  Maritime  Commission  as  recorded  at  May  81,  1946 
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(Question  No.  9 — Schedule  5) 

Kaiser  Co.,  Ino.  (Portland,  Richmond  Yard  No.  3 and  Vancouver  Shipyards) 


Transfers  of  fees  and  profits  to  and,  from  shipyards 


Contract 

Refer- 

ence 

Kaiser 
Co.,  Inc., 
Richmond 
yard  No.  3 

Kaiser 
Go.,  Ino., 
Vancouver 
shipyard 

The  Per- 
manente 
Metals 
Corp., 
yards  Nos. 

1 and  2 

Oregon 
Shipbuild- 
ing Corp. 

Kaiser 
Floetwings, 
Ine„  ship- 
building 
division 
(formerly 
Kaiser 
Cargo, 
Inc.,  yard 
No.  4) 

MOc.15762 

w 

8 

$182,  502. 00 
a 143,877. 79 

2$182, 502.00 
130, 819. 75 

Mcc  36279 

$13, 058. 04 

MCc  8611 

$288,000 

3 $288, 000 

38, 024.  21 

288,000 

2 51,  G82. 25 

> 288, 000 

13,063.04 

1 To  meet  the  critical  war  need  for  Vc2-S-AP5  Victory  transports,  Kaiser  Co.,  Inc.,  with  the  approval 
of  the  Commission,  outfitted  completely  7 such  vessels  as  subcontractors  for  the  Permanente  Metals  Corp., 
the  latter  building  the  hulls  and  procuring  the  material.  The  proportionate  amount  of  fees  for  such  work 
was  agreed  between  tho  2 companies  as  being  $182,602,  and  Permanente  Metals  Corp.  accordingly 
transferred  such  amount  to  Kaiser  Co.,  Inc.,  and  reduced  their  fee  earnings  in  like  amount. 

1 Rod  figures  (from  shipyards) . 

3 Contract  MCc  36279  was  issued  by  the  U.  S.  Maritime  Commission  to  Kaiser  Co.,  Inc.,  to  cover  ship 
repair  work  for  other  Government  agencies  such  as  War  Shipping  Administration,  U.  S.  Navy,  and  U.  S. 
Army.  This  contract  (as  amended)  authorized  Kaiser  Co.,  Inc.,  to  allocate  ships  to  be  repaired  to  the 
Permanente  Metals  Corp.  and  Kaiser  Cargo,  Inc.,  as  subcontractors.  The  fees  which  ICoiser  Co.,  Inc., 
•received  for  such  subcontracted  work  were  transferred  to  the  yards,  as  shown  above  with  a like  reduction 
in  their  tec  earnings. 

‘ In  the  interest  of  expediting  early  delivery,  and  to  utilize  facilities  then  available,  the  U.  S.  Maritime. 
Commission  authorized  Oregon  Shipbuilding  to  subcontract  the  completion  of  8 Liberty  ships  to  Kaiser 
Co.,  Inc.,  Vancouver.  Oregon  Shipbuilding  reduced  their  fee  earnings  by  transferring  $288,000  to  Kaisor- 
Vancouver  as  fees  for  performing  such  work. 


Question  No.  9 — -Schedule  6 
Kaiser  Co.,  Inc. 

Status  of  unpaid  and  unsettled  contract  amounts 
[Supplement  to  Questions  9 (E)  and  9 (II)] 

I.  Final  settlement  of  unpaid  amounts  is  subject  to  completion  of  the  following : 

1.  Payment  by  the  contractor  and  obtaining  final  release  on  all  commitments 

pertaining  to  the  applicable  contracts.  • > 

2.  Subsequent  preparation  by  the  contractor  of  final  statements  of  costs. 

3.  Audit  by  representatives  of  the  United  States  Maritime  Commission  of  con- 
tractor’s final  statement  of  costs. 

4.  Resolving  the  open  appeals  of  the  contractor  from  costs  disallowed  by  the 
United  States  Maritime  Commission  and  final  negotiation  thereof. 

5.  Final  determination  of  costs  and  resultant  agreement  of  amounts  to  be  re- 
captured, by  the  United  States  Maritime  Commission,  and/or  amounts  due  the 
contractor  from  the  United  States  Maritime  Commission. 

Every  reasonable  effort  is  being  extended  by  the  contractor  to  complete  item  1 
so  that  the  other  steps  listed  above  may  be  completed  to  effect  final  settlement 
at  the  earliest  possible  date.  However,  in  view  of  the  tremendous  volume  of 
purchase  orders,  subcontracts,  and  other  commitment  documents  issued,  such 
work  is  unavoidably  slow.  In  the  interim  the  contractor  and  the  United  States 
Maritime  Commission  Finance  Section  are  negotiating  tentative  settlements  to 
cover  a substantial  portion  of  the  amounts  involved,  leaving  minimum  amounts 
for  final  future  settlement. 

II.  Unpaid— “retentions”  represents  at  May  31,  1940,  the  final  payments  due 
on  fixed-price  and  lump-sum  contracts,  withheld  by  the  United  States  Maritime 
Commission  in  accordance  with  the  terms  of  the  respective  contracts,  until  and 
if  the  recorded  costs  justify  additional  payments. 

Included  in  the  total  of  $29, 766, 134.78  unpaid  contract  amounts  per  schedule  1, 
is  $17,952,839.18,  representing  such  retentions. 
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j Question  No.  9 — Schedule  7 

Kaiser  Co.,  Inc. — Iron  and  Steel  Division 


Loss  accumulative  to  May  31,  1946 

Net  operating  loss $2,687,392.44 

Interest  pxpense 9, 383,  600. 26 

Miscellaneous  construction  expenses  and  abandonments 3,027,147.06 


Net  loss  before  provision  for  amortization,  etc 15,  098, 139.  76 

Provision  for  amortization,  depreciation,  and  depletion 45, 927,  360.  06 


Net  loss  accumulative  to  May  81, 1946  (per  financial  report 
May  31,  1946,  and  per  schedule  1) 61,  025,  499.  82 


|. 
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Exhibit  G 

(Questions  Nos.  10  and  11 — Schedule  1) 

Kaiser  Co.,  Inc. 

EFFECT  OF  RENEGOTIATION  ON  FEES  AND  PROFITS  AND  STATUS  OF  CONTRACTS  SHIX 

SUBJECT  TO  RENEGOTIATION 

1 The  business  of  Kaiser  Co.,  Inc.,  has  been  ^negotiated  through  the  fiscal  years 
ending  June  30,  1944,  and  it  was  found  by  the  Price  Adjustment  Boaid  of  the 
United  States  Maritime  Commission  that  no  excessive  profits  had  been  realized. 
Renegotiation  agreement  No.  MCc40480  PABsSIT  dated  August  23,  1945,  was 

executed  covering  the  fiscal  year  ending  June  30, 1944 

2 Renegotiations  have  not  been  completed  for  the  fiscal  years  ending  June  30, 

1945  and  June  30',  1946,  but  it  is  obvious  that  no  excessive  profits  will  be 1 

to  have  bepn  realized  during  said  years,  because  the  contractor  realized  net 
losses  on  the  total  operations  subject  to  renegotiation. 


Exhibit  H 

(Question  No.  12— Schedule  1) 

Kaiser  Co.,  Inc. 

Costs  of  shipyards  and  facilities  to  May  31, 1946 


Shipyards  and  facilities: 


Original  cost 

„ . . , $23, 361, 291. 12 

Portland  — - - 28,445.951.25 

Richmond  ya.rd  No.  3 - 23  787. 490. 52 

Vancouver 

Totajl  shipyards  and  facilities — 15.594,  i32.  89 

1 The  Richmond  No.  3 figures  include  the  costs  of  all  shipyards 

Tr,  ndditinu  to  the  shinvards  and  facilities,  the  following  were  also  constructed 
b^Ka^r  Co  Inc  under  the  facilities  contracts  with  the  U.  S.  Maritime 

Commission : 


Portia 

T 

Hi 


ind : 


Wsportation  „ HI'  ^ ™ 


pusmg- 


3,  279,  545. 60 


Richmond 


Transnortation  — 1,  241.  369-  00 

HouTng---::::: 24, 142, 557. 12 


Vancouver : 


H 


ousmg 

‘ransportation  . 


4,  215,  908.  72 
1, 130*943.  33 


, 327, 114.  46 


25,  383, 927. 02 


, 346,  852. 05 


Total  facilities  contracts  with  the  U.  S.  Maritime 

! commission 109,652,626.42 

Note. — fees  or  profits  of  any  hind  were  paid  to  Kaiser  Co.,  Inc.,  on  any  of  the 
above  worlj:.  „ 

Exhibit  I • 

Answer  to  question  no.  13  of  questionnaire  of  jury  2i,  isig 

Cf  6 1 6 V & l 

The  attached  sheets  detail  all  the  information  requested  insofar  as  shipbuilding 
couiuunies  are  concerned.  In  addition,  corresponding  information  is  given  for 
other  companies  and  organizations  which  had  USMC  or  WSA  contracts.  This 
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information  was  not  called  for  in  the  questionnaire  but  is  added  for  your  informa- 
tion. 

These  data  group  themselves  naturally  into  three  different  categories : 

(1)  Those  shipbuilding  companies  in  which  a financial  interest  is  still  held: 

(а)  Those  in  which  representatives  of  the  companies  covered  by  question  No. 
13  have  an  active  management  function  as  well  as  financial  interest : 

The  Permanente  Metals  Corp. 

Richmond  Shipbuilding  Oorp. 

Kaiser  Fleetwings,  Inc. 

Oregon  Shipbuilding  Corp. 

(б)  Those  in  which  the  companies  covered  by  question  No.  13  have  a financial 
interest  only:  Wulsh-Kaiser  Co.,  Inc. 

(2)  Other  than  shipbuilding  companies  in  which  a financial  Interest  is  still 
held: 

O)  Those  in  which  representatives  of  the  companies  covered  by  question  No. 
13  have  an  active  management  function  as  well  as  a financial  interest : 

Columbia  Construction  Co. — Vancouver  drydoclc  joint  venture. 

The  Kaiser  Co. — terminal  repair  operations. 

(6)  Those  in  which  the  companies  covered  by  question  No.  13  have  a financial 
interest  only : Joshua  Hendy  Iron  Works. 

(3)  Those  shipbuilding  companies  in  which  no  present  financial  interest  is 
held.  Neither  Henry  J.  Kaiser,  nor  members  of  his  family,  nor  companies  in 
which  any  of  them  has  a financial  interest,  has  any  present  managerial  or  finan- 
cial interest  in  any  of  these  companies: 

(a)  California  Shipbuilding  Corp.  (all  connections  severed  in  April  1945). 

(b)  Companies  managed  by  representatives  of  Todd  Shipyards  Corp.  and/or 
Bath  Iron  Works : 

Houston  Shipbuilding  Corp. 

Sea ttl  e-Tacoma  Shipbuilding  Corp. 

South  Portland  Shipbuilding  Qorp. 

Todd-Bath  Iron  Shipbuilding  Corp. 

(all  connections  severed  in  February  1942). 


ANSWER  10  QUESTION  13  TO  QUE.TIONNAIRE  OF  JULY  27,  1940,  AS  REGARDS  THE 
PERMANENTE  METALS  CORP,  AND  RICHMOND  SHIPUUIpDlNQ  CORP. 

General  statement 

Neither  Mr,  Kaiser  nor  members  of  his  immediate  family  has  ever  held  5 per- 
cent of  the  stock  of  Richmond  Shipbuilding  Corp.  or  the  Permanente  Metals  Corp 
However,  two  companies  in  which  he  and  members  of  his  family  own  in  excess 
of  5 percent  of  stock  did  hold  in  excess  of  5 percent  of  the  stock  of  Richmond  Ship- 
building Corp.,  and  do  hold  in  excess  of  5 percent  of  the  stock  of  the  Permanente 
Metals  Corp.  On  December  31,  1941,  all  of  the  stockholders  of  the  Permanente 
Metals  Corp.  accepted  shares  of  stock  of  that  comjiany  in  exchange  for  the  stock 
previously  held  in  Richmond  Shipbuilding  Corp.  The  exchange  was  on  a share- 
tor-share  basis.  After  that  date  Richmond  Shipbuilding  Corp.  was  a whollv 
owned  subsidiary  of  the  Permanente  Metals  Corp. 

(a)  Ecoent  of  of  ownership. — 


Pates 


1.  In  Richmond  Shipbuilding  Corp.: 

May  2 to  Doc.  17, 1941 

Dec.  18  to  Dec.  22, 1941... _ 

Dec.  23  to  Deo.  30, 1941 

Dec.  31, 1941 

2.  In  the  Permanente  Metals  Corp.; 

Deo.  19,  1940,  to  Feb.  23,  1942 

Feb,  24, 1942,  to  Dec.  20,  1946  

Dec.  21.  1945,1  to  May  23, 1940  

May  24,  1946,i  to  July  4,  1646.  . 

July  5, 1946. , _ 


Henry  J., 
Kaiser  Co. 

The  Kaiser 
Co. 

Total 

Percent 

Percent 

Percent 

6.16 

6. 16 

12.32 

7.25 

7.25 

14.6 

8 

8 

16 

8 

8 

16 

11.  8044 

11.8044 

23.6088 

21. 6522 

21.6522 

43. 3044 

27. 0005 

27.0065 

54.013 

32. 321 

32.321 

64.  642 

“ UC  mueu  Iliac  tnese  items  occurred  after  delivery  of  the  Ins 

constructed  by  the  company.  This  last  delivery  occurred  on  September  ID, 


1945. 
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(6)  When  and  in  what,  manner  acquired. — 

1.  Richmond  Shipbuilding  Oorp. : All  acquisitions  for  cash.  See  comments 
above  re  exchange  of  stock  on  December  31, 1941. 

2.  The  Permanente  Metals  Oorp. : All  acquistions  for  cash  or  in  exchange  for 
stock  of  Richmond  Shipbuilding  Corp.  (which  was  all  issued  for  cash).  Increase 
in  ownership  May  24,  1946  results  from  retirement  of  stock  of  others  by  the 
corporation,  rather  than  acquisition  of  additional  shares  by  the  stockholders. 
While  the  acquisition  of  July  5,  1946  is  indicated  as  having  been  for  cash,  the 
additional  shares  are  being  purchased  for  cash  and  notes. 

(e)  Dividends  received. — 

1.  From  Richmond  Shipbuilding  Corp. : None.  On  March  19,  1946,  all  property 
of  this  conjipany  was  transferred  to  its  parent,  as  a distribution  in  complete 
liquidation. 

2.  From  the  Permanente  Metals  Corp.1  Only  dividend  was  in  cash  in  Decem- 
ber 1945: 


Portion  to:; 

Henry  J.  Kaiser  Co v $464,  26o 

The  Kaiser  Co — 464,  265 

Total 928,  530 

It  was  not  until  December  1945  that  the  first  and  only  dividend  was  declared 
by  the  company.  ‘ , . „ , 

As  will  be  noted,  the  present  stock  ownership  is  not.  representative  of  the  par- 
ticipation during  the  period  of  shipbuilding  activities. 

ANSWER  to  QUESTION  NO.  13  TO  QUESTIONNAIRE  OF  JURY  27,  IB 4 6,.  AS  REGARDS 
KAISER  FLEETWINGS,  INC. 

General  statement 

Neither  Mr.  Kaiser  nor  members  of  his  immediate  family  has  ever  held  5 
percent  of! the  stock  of  Kaiser  Fleetwings,  Inc.  However,  three  companies  in 
which  either  he  and  members  of  his  family  own  in  excess  of  5 percent  of  stock, 
or  in  which  such  companies  own  in  excess  of  5 percent  of  stock,  do  own  in  excess 
of  5 pereenjt  of  the  stock  of  Kaiser  Fleetwings,  Inc. 

( a)  Extent  of  ownership. — 


j ' 

i 

Dates 

Henry  J. 
Kaiser 
Co. 

Tho 

Kaiser 

Co. 

Kaiser 
Engi- 
neers, Inc. 

Total 

Nov.  28, 1942, 
Mar.  27  to  Ju! 

! 

Percent 

100 

85 

45 

Percent 

Percent 

Percent 

100 

85 

75 

15 

15 

i 

(6)  When  and  in  what  manner  acquired. — All  acquisitions  for  cash, 
(c)  Dividends  received. — None. 


ANSWER  TO  QUESTION  NO.  18,  TO  QUESTIONNAIRE  OF  JULY  27,  1940,  AS  REGARDS  OREGON 
I SHIPBUILDING  CORP.  AND  CONSOLIDATED  BUILDERS,  INC. 

General  statement 

Neither  Mr.  Kaiser  nor  members  of  his  immediate  family  has  ever  held  5 per- 
cent of  tile  stock  of  Oregon  Shipbuilding  Corp.  or  Consolidated  Builders,  Inc. 
However,  two  companies  in  which  he  and  members  of  his  family  own  in  excess 
of  5 percent  of  stock  did  hold  In  excess  of  5 percent  of  the  stock  of  Oregon 
Shipbuilding  Corp.  and  do  hold  In  excess  of  5 percent  of  the  stock  of  Consolidated 
Builders,  Inc.  In  May  of  1942  all  of  the  stock  of  Oregon  Shipbuilding  Corp.  was 
purchased1  by  Consolidated  Builders,  Inc. 


1 It  should  be  noted  that  these  items  occurred  after  delivery  of  the  last  USMC  vessel 
constructed  by  the  company.  This  last  delivery  occurred  on  September  15,  1945. 
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(a)  Extent  of  ovmership.- 


The  Kaiser 
Co. 

Total 

Percent 

Percent 

6. 25 

12.5 

11.364 

22. 728 

None 

None 

5 

10 

11.364 

22. 728 

1.  In  Oregon  Shipbuilding  Corp.:  . 

Jan.  8, 1941,  to  Feb.  IS,  1942 ,7, 

Fob.  19,  1942,  to  May  18, 1942. 

After  May  18,  1942 

2.  In  Consolidated  Builders,  Inc.:  

Prior  to  May  18,  1942 c 

After  May  18, 1942 ■ 004 


(6)  When  and  in  what  manner  acquired. — 

1.  Oregon  Shipbuilding  Corp. : Original  purchase  of  January  8,  1041,  was  for 
cash ; additional,  February  19,  1942,  was  from  a stock  dividend  of  that  date 
Disposed  of  for  cash,  May  18,  1942.  ' 

.,2J..9ons,olidat?d  Bl’iIdel's’  Inc-:  Original  purchase  (prior  to  1041)  was  for  cash 
Additional  purchase,  May  18,  1942,  was  for  cash. 

(p)  Dividends  received. — 

1.  From  Oregon  Shipbuilding  Corp. : 

„ . Henry  J.  The  Kaiser 

Dates  Kaiser  Co.  Co.  Total 

February  19,  1942,  cash $6,025  $6  025  $11  250 

Stock  at  $100  per  share 50, 250  56, 250  lip’  500 


$5,  025 
56,250 


Total 

$11,  250 
112,  500 


Total 61,  875  61,  875  123,  750 

No  further  dividends  were  declared  by  Oregon  Shipbuilding  Corp.  prior  to  its 
becoming  a subsidiary  of  Consolidated  Builders,  Inc.  1 1 

2.  From  Consolidated  Builders,  Inc. : In  order  that  a clearer  picture  mav  be 
obtained,  there  are  listed  below  dividends  received  from  Consolidated  Builders 

^MavSl1RCeiQ49ldatAnlt  acqmred  a11 , ?f  the  stock  o£  Oregon  Shipbuilding  Corp’ 
(Alay  18  1942).  All  were  received  in  cash,  although  some  were  reinvested  as 
subordinated  stockholders’  loans  (now  repaid)  • reinvested  as 


Nov.  28,  1942  . _ 
Nov.  27,  1943.  _ 
Nov.  29,  1944.  _ 
Dec.  12, 1945... 
Mar.  25,  1946. . 


s Henry  J. 
Kaiser  Co. 

The  Kaiser 
Co.  _ 

$113, 640 
227, 280 
227, 280 
454,-560 
227,  280 

$113,640 
227, 280 
227, 280 
454,  560 
227, 280 

1,250,040 

1, 250, 040 

$227, 280 
454, 560 
454,660 
909, 120 
454,  560 


ANSWER  TO  QUESTION  NO.  13  TO  QUESTIONNAIRE  OP  JULY  27,  1946,  AS  REGARDS 
WA1SH-KAI8ER,  CO.,  I NO.,  AND  ASSOCIATED  CONTRACTORS,  INO. 

General  statement 

Neither  Mr.  Kaiser  nor  members  of  his  immediate  family  has  ever  held  5 
percent  of  the  stock  of  either  Walsh-Kaiser  Co.,  Inc.,  or  Associated  Contractors 
c.  However,  three  companies  In  which  either  he  and  members  of  his  familv 
P,ercent  of.  stock’  or  in  which  such  companies  own  in  excess  of 
5 pmcent  of  stock,  did  own  in  excess  of  5 percent  of  the  stock  of  Walsh-Kaister 

Contractors,11  Inc°  ^ h°M  in  eXC6SS  °£  5 percent  of  the  stoek  o£  Associated 

sto°k  of1Waish9Kni;efpoatTd  Cont“rs,  Inc.,  purchased  for  cash  all  of  the 
tnoiL01  .Wal&ll-Kf,lser  Co.,  Inc.,  and  shortly  thereafter  the  stock  ownershin  of 
latte? XriSnM  to^ coincide  with  the  percentage  of  ownership  in  the 
for  cash  £ J 1W3'  A 1 t0ck  aC(lmsltl0ns  and  sales  in  both  cases  were 


93486—46 26 
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(a)  Extent  of  ownership. — In  Walsh-Kaiser  Co.,  Inc.,  from  February  1!MS  to 
June  30,  1943 ; and  in  Associated  Contractors,  Inc.,  from  September  1,  1J43,  to 


present ; 


Percent 
20 


Henry  J.  Kaiser  Co 

The  Kaiser  Co 1ft 

Kaiser  Engineers,  Inc 

Totalj ^ 

(6)  When,  and  in  what  manner  acquired. — 

1.  Re  Walsh-Kaiser  Co.,  Inc.:  See  comments  above.  ■ ^ v „ 

2 Re  Associated  Contractors,  Inc.:  Henry  J.  Kaiser  Co.  and  the  Kaiser  Go. 

had  held  stock  (purchased  for  cash)  in  Associated  Contractors,  Inc.,  prior  to 

1941  On  September  1,  1943,  they  acquired  additional  stock,  for  cash,  in  an 
amount  which  would  give  them  the  same  percentage  of  ownership  held  previous 
to  June  30, 1943,  in  Walsh-Kaiser  Co.,  Inc.,  as  did  Kaiser  Engineers,  Inc. 

(c)  Dividends  received. — 

1 From  ivalsh  Kaiser  Co.,  Inc.:  No  dividends  were  paid  by  this  company 
prior  to  September  1, 1943.  All  dividends  after  that  date  were,  of  course,  received 

by  Associated  Contractors,  Inc.  - . , „ . 

2 From  Associated  Contractors,  Inc. : In  order  that  a clearer  picture  may  be 
obtained,  there  are  listed  below  the  dividends  received  from  Associated  Con- 
tractors, Inc.,  after  September  1,  1943.  All  were  received  in  cash. 


. 

Date 

Henry  J. 
Kaiser  Co. 

The  ICaiser 
Co. 

Kaiser  Engi- 
* neers,  Inc. 

Total 

$120, 120 
120, 120  : 

$60,  060 
60,  060 

i 

$60,  060 
60,  060 

$240,240 
240,  240 

240,  240 

120, 120 

120, 120 

480, 480 

ANSWER  T 

O QUESTION  NO.  13,  TO  QUESTIONNAIRE  OP  JULY  27,  1946,  AS  REGARDS 
COLUMBIA  CONSTRUCTION  CO. 

time  Commission,  the  construction  of  a floating  drydock  under  fixed-price  con- 
tract No.  MCc  31 049,  dated  July  27,  1944.  Kaiser  Co.,  Inc.,  desired  to  enter  into 
this  contract,  but  the  RFC  objected  to  this,  as  there  was  the  possibility  of  losses 
due  to  its  being  a fixed-price  contract.  Therefore,  as  an  alternative,  Columb  a 
Construction  Co.  entered  into  the  contract  and  then  subcontracted  all  the  con- 
struction work  to  Kaiser  Co.,  Inc.,  on  a reimbursable  cost  basis  after  the  USMG 
had  approved  this  procedure.  This  contract  has  been  completed,  but  not  rene- 
gotiated. A joint  venture  was  formed  for  this  project,  Columbia  Construction 
Co.  retaining  an  interest  of  44.445  percent.  Of  the  remainder,  Henry  J.  Kaiser 
Co  and  Kaiser  Engineers,  Inc.,  each  have  an  interest  of  10  percent. 

Pending  'final  renegotiation,  the  joint  venture  has  made  a cash  distribution  to 
the  joint  venturers  of  $275,000. 

Ittl  Extent  of  ownership. — , , - 

1 In  Columbia  Construction  Co. : Neither  Henry  J.  Kaiser  nor  members  of 
his  family  has  ever  held  5 percent  of  the  stock  of  Columbia  Construction  Co. 
However  two  companies  in  which  he  and  members  of  his  family  own  in  excess 
of  5 percent  of  stock  do  hold  in  excess  of  5 percent  of  the  stock  . of ? Columbia. 
Construction  Co.,  which  was  purchased  for  cash  prior  to  1941,  as  follows. 

Percent 
11  25 

Henry  J.  Kaiser  Co ~ 11 ' 25 

The  Kaiser  Co , 
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2.  In  floating  drydock  joint  venture:  Ownership  affecting  Henry  J.  Kaiser  and 
his  family: 


Henry  J. 
Kaiser  Co. 

The  Kaiser 
Co. 

Kaiser  Engi- 
neers, Inc. 

Total 

Direct  interest 

Percent 

10 

6 

Percent 

Percent 

10 

Percent 

-20 

10 

Portion  ol  Columbia  Construction  Co.,  44.446 
percent 

6 

“Effective”  interest 

15 

5 

10 

30 

(&)  When  and  in  what  manner  acquired. — Covered  in  comments  above. 

(c)  Dividends  received. — 

1.  From  drydock  joint  venture : Of  profits  distributed  to  date  from  joint 
venture : 


Henry  J.  Kaiser  Co.  received .$27,  500 

Kaiser  Engineers,  Inc.,  received 27*500 


(These  were  distributions  of  estimated  profits— not  dividends.) 

2.  From  Columbia  Construction  Co. : No  dividends  received  from  Columbia 
Construction  Co.  since  its  entered  into  this  contract. 


ANSWER  TO  QUESTION  NO.  13' TO  QUESTIONNAIRE  OP  JULY  27, 
TERMINAL  REPAIR  DIVISION 


General 


1940,  AS  regards 


From  June  1945  through  May  1940  the  Kaiser  Co.  conducted  repair  operations 
at  Portland,  Oreg.  The  project  was  known  as  the  terminal  repair  division. 

These  operations  were  a continuation  of  those  previously  carried  on  by  a part- 
nership doing  business  under  the  name  of  Poole,  McQonigle  & Jennings.  As  of 
June  26, 1945,  the  Kaiser  Co.  purchased  from  this  partnership  all  of  the  equipment, 
leases,  and  inventory  used  in  its  repair  operations. 

It  did  not  appear  feasible  for  Kaiser  Co.,  Inc.,  to  make  this  purchase  due  to 
complications  arising  from  RFC  loans  to  that  company  since  it  was  contemplated 
that  fixed-price  work  would  be  done,  purchase  price  and  operating  needs  called 
for  additional  cash  funds,  the  purchaser  had  contingent  liabilities  regarding 
leases  and  subcontracts  and  was  obligated  to  complete  work  commenced  bv  the 
prior  owners,  etc. 

Work  consisted  of  repairing  vessels  for  various  Government  agencies  as  well 
as  for  private  parties. 


In  this  connection,  it  entered  into  two  contracts  with  the  War  Shipping  Admin- 

iSti  cl  cion : 

WSA-1°125  (D.  A.— W.  S.  A.— 1631)  dated  July  1,  1945 
^ WSA-11571  dated  November  17, 1945 

These  operations  w'ere  conducted  under  a profit-sharing  agreement  in  which 
ea  a • e ,aiscl  ^°*  Kaiser  Engineers,  Inc.,  had  a 50  percent  interest 

L.rt  iZv'1  thf  % <»T8  ceased  in  Ma>'  1946-  the  profits  from  the  project 
have  not  been  definitely  determined  at  this  date  (August  6,  1946) . Pending  such 

Cafi  dist^lb'ltions  of  profit  have  been  made  in  the  amount  of 
§50,000,  50  percent  to  each  of  the  Kaiser  Co.  and  Kaiser  Engineers,  Inc. 


ANSWER  to  question  no. 
General  statement 


13  TO  QUESTIONNAIRE  OF  JULY  27,  1940,  AS  REGARDS 
JOSHUA  HENDY  IRON  WORKS 


Neither  Mr.  Kaiser  nor  members  of  his  family  has  ever  held  5 percent  of  the 
stock  of  Joshua  Hendy  Iron  Works.  However,  one  company,  In  which  he  and  his 

sto“k  ofToshua^ndy J®  ^ St°Ck’  h°ldS  ln  6SCeSS  °f  5 percent  of  the 
(a)  Ewtent  of  ownership. — 
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(6)  When  and  in  what  manner  acquired. — 

Percent 

Henry  J.  Kaiser  Cd.  : ' 

Dec.  19,  1940,  to  Mar.  27,  1945 '•  ® 

Mar.  28,  1945,  to  present 

Both  acquisitions  for  cash. 

(c)  Dividends  received. — ■ 

Monthly,  June  through  November  1042  (except  October),  $1,875  per 

month — ' 

Nov.  SO,  1942 


$9,  375 
28, 125 

87,500 


Total  at  July  31,  1946 

Of  this  amount  $22,500  was  returned  as  stockholders’  loan. 

ANSWER  TO  ^QUESTION  NO.  13  TO  QUESTIONNAIRE  OF  JULY  27,  1940,  AS  REGARDS 
CALIFORNIA  SHIPBUILDING  CORP. 

General  statement 

Neither  Mr  Ka  iser  nor  members  of  his  family  has  ever  held  5 percent  of  the 
stock  of  California  Shipbuilding  Corp.  However,  two  companies  in  which  he 
and  members  of  his  family  own  in  excess  of  5 percent  of  stock  did  hold  in  excess 
of  5 percent  of  the  stock  of  California  Shipbuilding  Corp. 

( a)  Extent  of  ownership. — 


i California  S| 
or  companies  c< 
April  1945,  or  a] 


Dates 

Henry  J.  Kaiser 
Co. 

The  Kaiser  Co; 

Total 

February  1941 1 
Feb.  25,  1942,  tc 
After  April  194£ 

Percent 

6.25 

7. 8833 
(0 

Percent 

6.25 

7. 8833 

(•) 

Percent 

12. 50 

15.  7666 

0) 

Shipbuilding  continued  its  shipbuilding  operations  alter  April  im  vui  «m 
iOverod  by  question  No.  13  has  had  any  financial  or  managerial  interest  in 
ipproximately  5 months  prior  to  the  delivery  date  of  the  last  ship  delivered  by  that  company . 

(6)  When  and  in  what  manner  acquired. — Original  acquisition  : For  cash.  Ad- 
ditional, February  25,  1942:  Stock  dividend.  Disposition,  April  1945:  For  cash, 
(e)  Dividends  received. — ■ 


Henry  J . 
Kaiser  Co. 

The  Kaiser 
Co. 

Total 

Dates: 

February  1 
November 
August  194 
November 

Total-.., 

$62, 500.00 
78, 833. 33 
157, 666. 67 
78,833. 33 

$62, 500. 00 
78, 833. 33 
157, 666. 67 
78, 833. 33 

$125,000.00 
157,666. 66 
316, 333. 34 
157, 666. 66 

1944  (cosh) 

377,833.33 

377, 833. 33 

755, 666. 66 

ANSWER  TO1  QUESTION  NO.  13  TO  QUESTIONNAIRE  OF  JULY  27,  1946,  AS  EBUAKUS 
HOUSTON  ! SHIPBUILDING  COEP.,  SEATTLE-TACOMA  SHIPBUILDING  COUP.,  SOUTH  PORI 
LAND  SHIPBUILDING  CORP.,  TODD-BATH  IRON  SHIPBUILDING  CORP. 


General  statement 

Neither  Mr.  Kaiser  nor  members  of  his  immediate  family  owned  in  excess  of 
5 percent  of  the  stock  of  these  companies.  However,  two  companies  in  jlm*  Mr 
Kaiser  and  his  family  hold  in  excess  of  5 percent  of  stock,  held  in  excess  of  5 

i while  Tcrtrt-Ba  1l  Iron  Shipbuilding  Corp.  had  no  contracts  with  the  U.  S.  Maritime 

SoW^ich  was 

sold  to  others  during  February  1942. 
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percent  of  the  stock  of  the  above  companies  until  February  1942,  at  which  time 
all  stock  was  sold  to  others  for  cash. 

(a)  Extent  of  ownership, — 


Henry  J. 
Kaiser  Co. 

The  Kaiser 
Co. 

Total 

1.  Houston  Shipbuilding  Corp.: 

Percent 

5. 25 

3. 675 

3.0 

3.7 

4.  3125 

Percent  ; 
5.  25 

3.  676 

3.0 

3.7 

4. 3125 

Percent 

10.5 

7.  35 

0.0 

7.4 

8.  625 

2.  Seattle-Tacoma  Shipbuilding  Corp.:  (Now  Todd-Pacific  Ship- 

3.  South  Portland  Shipbuilding  Corp.:  May' 1941  to  February  1942.. 

4.  Todd-Bath  Iron  Shipbuilding  Corp.:  February  1941  to  February 

1949  

i Does  not  represent  reduction  in  shares  held;  others  purchased  additional  stock,  Increasing  total  issued 
and  reducing  percentage  ol  total  held  by  above  companies. 


(b)  When  and  in  what  manner  acquired. — All  acquisitions  and  dispositions  for 
cash. 

(c)  Dividends  received  (all  in  cash). — 


Henry  J. 
Kaiser  Co. 

The  Kaiser 
Co. 

Total 

$2, 625.00 
21,000.00 
1, 480. 00 
30, 187. 50 

$2, 625. 00 
21, 000.00 

1, 480. 00 
30, 187.  50 

$5, 250 
42,000 
2,960 
60,376 

2.  Seattle-Tacoma  Shipbuilding  Corp - 

3.  South  Portland  Shipbuilding  Corp 

4.  Todd-Bath  Iron  Shipbuilding  Corp.i 

Total,  1 through  4,  inclusive 

55, 292. 50 

55,292.60 

110, 586 

1 As  noted  above,  Todd-Bath  had  no  U.  S.  Maritime  Oommission  contracts  at  this  point. 


Although  it  is  understood  that  all  of  these  companies  continued  in  the  ship- 
building business,  none  of  the  individuals  or  companies  covered  by  question  No. 
13  had  any  managerial  or  financial  interest  in  the  companies  listed  above  after 
February  1942. 

ANSWEB  TO  QUESTION  NO.  13  OF  THE  QUESTIONNAIRE  DATED  JULY  27,  194G — QUESTION 

C SUMMARY 


Dividends  received  from  companies  having  USMO  or  TFSA  contracts 


Henry  J. 
Kaiser 

Co. 

The  Kaiser 
Co. 

Kaiser 

Engineers, 

Inc. 

Total 

The  Permanento  Metals  Corp - 

$464,266.00 

$464,  265.  00 

$028,  530.  00 

Oregon  Shipbuilding  Corp.1 

Consolidated  Builders,  Inc.  (after  May  1942). 

61, 875.  00 

1, 250, 010.  00 

61,875.00 
1,250,040. 00 

123, 760. 00 
2, 500, 080. 00 

Associated  Contractors,  Inc.  (after  September 
1943) - 

240, 240. 00 
377,833.  33 
2,625. 00 
21,000. 00 

1, 480.  00 
30, 187.  50 

120, 120. 00 
377,833. 33 

2.025. 00 
21,000.00 

1.480.00 
30, 187.  50 

$120, 120 

480,480.00 

756,666.66 

5.250.00 
42,  000.00 

2.960.00 
60,375.00 

California  Shipbuilding  Corp 

Houston  Shipbuilding  Corp 

Seattle-Tacoma  Shipbuilding  Corp.2 

South  Portland  Shipbuilding  Corp.. 

Todd-Bath  Iron  Shipbuilding  Corp.2.. 

Total,  shipbuilding 

2, 449, 545. 83 
37, 500.  00 

2,329,425.83 

120, 120 

4,899,091.66 
! 37, 500. 00 

Total,  all  above 

Kaiser  Co.,  Inc.:  This  company  did  not  pay  a: 

2,  487,045.  83 
ny  dividends  e 

2,329,425.83 
since,  as  of  Ms 

120, 120 
ty  31,  1946,  it 

4,  936, 591. 66 

» 18, 579, 040.  26 

1 Includes  stock  dividends  of  Henry  J.  Kaiser  Oo.  ,$56,250;  the  Kaiser  Co.,  $56,250;  total,  $112,500. 

2 Not  from  USMC  profits. 

3 Red  figures. 
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In  answer  to  the  telegrams  from  Marvin  J.  Coles,  addressed  to  Kaiser  Co., 

Inc.,  dated  October  10  and  11,  1946,  we  submit  the  following  information : 

1.  Average  amount  of  outstanding  bank  loans  of  Kaiser  Co.,  Ine. 

The  ban^;  loans  of  Kaiser  Co.,  Inc.,  fluctuated  considerably  during  the  period 
between  the  first  loan  and  the  last  repayment,  but  the  average  for  said  period 
was  as  follows : 


Richmond  Yard  3 (40  months) $4,  608,  750 

Portland  Swan  Island  Yard  (35  months) 3,648,581 

Vancouver,  Wash.,  yard  (40  months) 4,  843,625 


Aveijage,  all  yards  (40  months) 12,644,875 


The  aborfe  averages  were  computed  from  data  available  on  the  last  day  of  each 
month,  ancf  not  o:a  daily  totals. 

2.  Excess  fees  and  profits  determined  by  renegotiation  of  contracts  allocated 
' between  renegotiated  contracts. 

As  shown  by  exhibit  G-,  attached  to  the  original  report  submitted  to  the  com- 
mittee, Kaiser  Co.,  Inc.,  has  been  renegotiated  through  the  fiscal  years  ending 
June  30,  1!)44,  and  it  was  found  by  the  Price  Adjustment  Board  of  the  United 
States  Maritime  Commission  that  no  excessive  profits  had  been  realized.  Rene- 
gotiation of  Kaiser  Co.,  Inc.,  for  the  fiscal  years  ending  June  30,  1945,  and  June 
30, 1946,  has  not  been  completed,  but  it  is  anticipated  that  no  excessive  profits  will 
be  found  f<j>r  said  years  since  Kaiser  Co.,  Inc.,  suffered  net  losses  and  no  profits 
on  its  total,  wartime  operations  subject  to  renegotiation. 

3.  Disallowed  costs  allocated  to  applicable  contracts. 

The  disallowed  costs  as  charged  to  the  various  contracts  of  Kaiser  Co.,  Inc.,  to 
May  31,  10  :6,  were  as  follows : 


I 

1 

Portland 

Richmond  Yard  3 

Vancouver 

Contract  ijJo. 

Amount 

Contract  No. 

Amount 

Contract  No. 

Amount 

MCe-2565 j 

$973,496.29  . 
313,224.32  . 
20,  530. 62  i 
607,594.04  1 
24,  295.  58 

MCc-28994 

$1,571,236.59 
14, 474. 46 
64, 139.  55 

MCe-2047 

$52,006.32 
214, 810. 83 
1, 033, 277.  53 
329, 298. 82 
527, 603.  67 
4,372.38 

MCc-16212 : 

MCc-36279 

MCc-7467 

MCc-19189  ‘ 

MCc-7678 

MCc-29039  ..J. 

MCc-23475 

M Cc-28948 

1,939, 140.83 

1,649,850.60 

2, 161, 369.  56 

RECAPITULATION 

Portland A $1,  939, 140. 83 

Richmond  Yard  3 _ _ 1,  649,850. 00 

Vancouver  ________ 2,161,369.65 


Total...;... 1 =. 5, 750, 360. 98 


! 
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Exhibit  5 

[Release  10  a.  m.  EST,  Sept.  24,  1946] 

Supplementary  Statement  or  Henry  J.  Kaiser  on  September  24,  1046,  Answer- 
ing Questions  Asked  by  Committee  Counsel  on  September  23,  1946,  Before 

the  House  Committee  on  the  Merchant  Marine  and  Fisheries  j 

About  2 months  ago,  on  July  27,  1946,  counsel  for  the  committee  submitted 
in  writing  to  Kaiser  Co.,  Permanente  Metals  Corp.,  Oregon  Shipbuilding,  and 
Kaiser-Fleetwings,  a series  of  detailed  questions. 

The  staffs  of  these  companies,  familiar  with  the  detailed  accounting  data  and 
other  information  involved,  prepared  answers  to  each  of  the  questions  for  each 
of  the  four  companies. 

These  answers  comprise  over  150  pages  of  direct  answers  and  exhibits.  They 
were  submitted  to  tbe  counsel  for  the  committee  on  September  3.  Counsel  for 
the  committee  stated  that  these  answers  were  the  best  and  most  complete  sub- 
mitted by  any  shipbuilding  company. 

Subsequent  to  the  submission  of  these  answers,  counsel  for  the  committee 
asked  two  other  series  of  questions  on  September  14  and  September  16.  These 
were  also  answered  in  detail  on  September  19  and  September  21. 

At  the  hearing  yesterday,  counsel  for  the  committee  asked  me  an  additional 
series  of  detailed  questions  which  were  not  previously  asked  on  the  three  prior 
occasions  when  detailed  requests  for  information  were^  made  by  him.  After 
the  hearing,  he  submitted  an  additional  informal  list  to  our  counsel  of  approxi- 
mately 50  technical  questions  for  each  of  the  four  companies,  or  a total  of  200 
questions,  most  of  which  were  in  addition  to  all  of  those  previously  asked.  .For 
example,  counsel  has  now  asked  for  the  first  time  about  such  matters  as  the 
circumstances  leading  up  to  the  organization  of  each  company,  the  hundreds  of 
personnel  of  the  Maritime  Commission  with  whom  we  dealt,  what  part  of  the 
work  was  subcontracted,  how  much  material  was  supplied  by  the  contractor, 
how  long  it  took  for  the  Maritime  Commission  to  reimburse  us  for  our  expendi- 
tures, etc. 

We  are  pleased  to  answer  any  and  ail  questions  which  either  the  committee 
counsel  or  the  committee  itself  wishes  to  ask.  On  the  last  two  sets  of  questions 
that  were  put  to  us  late  yesterday  afternoon,  we  have  tried  within  all  possible 
human  limits,  based  on  the  information  we  have  here,  to  get  the  answers  for 
the  committee  today.  It  is  not  possible  to  answer  all  of  the  questions  put  be- 
tween the  time  the  hearing  adjourned  yesterday  afternoon  and  today.  However, 
our  staff  in  the  West,  where  the  basic  factual  information  is  available,  is  now 
working  on  those  questions  as  to  which  we  do  not  have  the  available  information 
to  answer  today.  We  will  submit  the  answers  to  these  additional  questions  as| 
soon  as  it  is  possible  and  practicable  to  do  so. 

We  want  this  committee  to  understand  that  there  isn’t  a single  thing  we  aren’t 
happy  to  disclose  that  is  in  our  books  and  corporate  records,  but  as  a practical 
matter,  we  have  been  many  weeks  preparing  answers  to  highly  technical  ques- 
tions asked  by  the  committee  counsel.  At  4 o’clock  yesterday  afternoon,  he 
asked  us  a large  number  of  additional  questions  about  each  of  four  companies. 
It  is  going  to  take  a staff  of  accountants,  engineers,  and  others  to  answer  these 
additional  detailed  technical  questions  accurately. 

The  detailed  and  technical  information  which  we  have  already  presented  to 
the  committee  represents  2 months  of  intensive  work  on  the  part  of  many  key 
members  of  the  Kaiser  organization — men  who  had  to  give  up  their  important 
present  tasks  of  producing  aluminum,  steel,  and  automobiles  to  compile  this 
record.  No  one  man  in  our  organization  could  testify  as  to  all  of  these  com- 
plicated corporate  financial  and  business  transactions  over  a 5-year  period.  I 
cannot  do  it.  No  one  can  do  it. 

All  I can  do  is  give  you  the  results  of  the  painstaking  work  done  by  the  Kaiser 
organization,  represented  in  these  lengthy  reports.  I have  signed  these  reports, 
and  I now  swear  that  'to  the  best  of  my  knowledge  they  are  true.  Counsel  for 
the  committee  has  read  them,  and  he  can  easily  summarize  them  for  the  com- 
mittee. If  the  committee  requests,  I will  have  additional  reports  prepared.  But 
it  is  not  reasonable  to  expect  me — or  any  single  individual  in  the  Kaiser  organiza- 
tion— to  answer,  without  an  opportunity  for  preparation,  an  endless  number  of 
detailed  and  technical  questions  about  transactions  which  have  occurred  over  a 
5-year  period. 

All  I can  say  here  is  that  on  each  new  question  asked  me,  I will  have  the 
records  examined,  and  I will  give  you  answers  which  are  just  as  complete  as 
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those  already  given,  which  your  counsel  has  stated  are  the  best  prepared  by 
any  shipbuilding  company. 

On  the  detailed  questions  asked  of  me  yesterday  afternoon,  where  it  was 
possible  to  obtain  the  facts,  the  answers  are  as  follows : 

1.  The  committee’s  counsel  asked  a series  of  questions  about  the  shipbuilding 
profits  of  riaiser  Co.,  Inc.,  and  how  it  happened  that  these  profits  were  set  off 
in  renegotiation  against  the  losses  suffered  by  the  same  company  in  manu- 
facturing steel  fcr  the  Government. 

Kaiser  Co.,  Inc.,  operations  included  the  production  of  steel  for  ships,  for 
shells,  and  | other  war  products  as  well  as  the  production  of  ships.  Both  were 
an  integral  part  of  the  operations  of  this  one  company.  As  a matter  of  prac- 
tical common  sense,  as  well  as  law,  both  operations  were  treated,  as  they  were 
in  fact,  as  the  operations  of  one  company.  Under  the  specific  provisions  of  law 
passed  by  Congress — the  Renegotiation  Act — both  operations  of  the  one  company 
are  lawfully  considered  as  one  in  the  case  of  this  company,  as  well  as  in  the 
case  of  hundreds  of  other  companies,  similarly  situated.  This  is  not  only  our 
interpretation  of  the  facts  and  the  law,  but  it  is  the  interpretation  of  virtually 
every  law  officer  of  Government  agencies  concerned  with  this  problem,  and  it 
was  so  testified  before  the  House  Committee  on  Ways  and  Means  last  year. 

In  conducting  its  operations,  this  one  company  has  suffered  losses  on  the  pro- 
duction of  steel,  and  has  now  incurred  an  additional  loss  due  to  the  action  of  a 
Government  agency  in  awarding,  to  a competitor  in  the  West,  a Government- 
owned  steel  plant  at  20  cents  on  the  dollar,  when  the  Kaiser  Co.  is  presently 
obligated  to  pay  for  its  steel  plant  at  10O  cents  on  the  dollar,  plus  interest,  thus 
putting  the  Kaiser  steel  plant  at  a competitive  disadvantage.  How  much  of  a 
loss,  this  will  residt  in  can  only  be  determined  after  a long  and  uneven  competi- 
tive struggle,  but  a loss  is  inevitable  due  to  this  action.  The  United'  States 
Steel  Co.  lias  just  issued  a press  release  stating  that  the  plant  which  they  bought 
at  20  cents,  on  the  dollar  is  a “dream  plant.”  We  cannot  therefore,  now  esti- 
mate how  Ibis  “dream  plant”  will  affect  the  Kaiser  Co.,  Inc.,  nor  how  much  of 
the  assets  qf  Kai3er  Co.,  Inc.,  will  have  to  be  dissipated  to  cover  further  losses. 

Nor  do  we  know  how  much  of  its  commercial  income  will  be  needed  to  compensate 
for  such  loss.  „We  do  know  now  that  as  a result  of  its  integrated  operations  in 
war  production  it  did  not  make  a profit,  but  in  fact  suffered  losses. 

2.  The  committee’s  counsel  asked  a series  of  questions  about  the  investment 
of  Kaiser  Co.,  Inc.,  in  physical  facilities,  and  whether  Kaiser  Co.,  Inc.,  received 
any  profit  out  of  constructing  these  facilities. 

We  will  check  with  our  staff  on  the  west  coast — where  the  records  are  lo- 
cated—as  to  the  amount  of  our  investment  in  physical  facilities,  and  we  will 
furnish  the1  information  for  the  record  when  it  has  been  gathered  together.  As 
for  whetheij  or  not  we  received  any  profits  on  these  facilities  our  answer  is  as 
follows : 

Congress  authorized  numerous  agencies  such  as  the  Navy  Department,  War 
Department,  Maritime  Commission,  Reconstruction  Finance  Corporation,  De- 
fense Planls  Corporation,  National  Housing  Agency,  and  many  others  to 
expand  existing  plants.  Where  the  expansion  of  existing  plants  was  not  suffi- 
cient to  meet  wartime  needs,  Congress  gave  these  agencies  the  authority  to 
build  completely  new  facilities. 

These  agencies  contracted  to  build  and  expand  all  types  of  facilities — ship- 
yards, foundries,  steel  facilities,  airplane  plants,  machine  shops,  and  other  required 
facilities.  Most  of  these  plants  were  built  by  contractors  on  a cost-plus-a-fixed-fee 
basis.  Kaiser-managed  shipyards  built  the  majority  of  their  Government-owned 
facilities  With  their  own  forces  at  no  fee.  It  is  generally  true  that  the  only 
time  Kaiser-managed  shipyards  used  subcontractors  to  build  facilities  was,  with 
the  approval  of  the  Maritime  Commission,  when  we  did  not  have  either  the  equip- 
ment, toolsj  or  especially  skilled  labor  available  in  the  area.  In  practically  all 
cases  competitive:  bids  were  awarded  to  the  lowest  bidder.  When  we  did  not 
take  competitive  bids  it  was  because  there  was  only  one  contractor  in  the  area 
who  had  suitable'  equipment,  and  in  such  cases  we  negotiated  these  contracts, 
again  with  the  approval  of  the  Maritime  Commission. 

Mr.  Chairman,  you  stated  yesterday  that  the  purpose  of  this  investigation 
was  to  determine  whether  or  not  profits  paid  to  Maritime  Commission  ship- 
builders were  excessive  or  unreasonable.  The  record  will  substantiate  and 
prove  without  question  that  since  we  were  paid  no  fees  for  building  facilities 
there  can  be  no  question  whatsoever  concerning  excessive  or  unreasonable 
profits  on  the  construction  of  these  facilities. 


Approved  For  Release  2003/10/10  : CIA-RDP64B00346R000400060002-4 


Approved  For  Release  2003/10/10  : CIA-RDP64B00346R000400060002-4 

SHIPYARD  PROFITS  405 

3.  Counsel  for  the  committee  also  asked  us  to  furnish  some  information  on 
fees  paid  to  subcontractors  in  connection  with  erecting  the  yards. 

In  order  that  the  record  may  be  clear,  neither  the  Kaiser  family  nor  any  of 
the  Kaiser  companies  had  any  interest,  directly  or  indirectly,  in  any  subcontractor’s 
firm  or  any  subcontractor  who  built  any  facilities  in  the  shipyards. 

As  I have  said,  moreover,  most  of  the  subcontractors’  bids  were  on  a fixed-price, 
competitive-bidding  basis.  We  do  not  know  and  cannot  know  the  profits  which 
these  subcontractors  made,  but  perhaps  you  can  get  that  information  from  the 
War  Contracts  Price  Adjustment  Board.  We  will  be  glad  to  furnish  the  names 
of  these  subcontractors,  of  whom  there  were  hundreds.  There  were  some  cases 
in  which  cost-plus-fixed-fee  contracts  were  awarded,  and  in  all  such  cases  the 
information  you  request  can  be  obtained  from  the  record.  All  subcontracts  were 
approved  by  the  Maritime  Commission, 

4.  Counsel  for  the  committee  asked  me  to  check  whether  or  not  we  were  the 
first  company  to  build  a yard  for  the  Commission  without  a fee. 

Kaiser  Co.,  Inc.,  was  not  the  first  to,  do  so,  but  Oregon  Shipbuilding  Corp.,  a ' 
Kaiser-managed  company,  was  one  of  the  first  three  companies  to  make  such  a 
contract  with  the  Maritime  Commission.  All  three  companies  signed  their  con- 
tracts with  the  Commission  on  the  same  day. 

5.  Counsel  for  the  committee  asked  whether  Kaiser  Co.,  Inc.,  has  paid  any 
income  taxes  to  the  Federal  Government  on  shipbuilding  earnings. 

For  the  fiscal  year  ending  June  30,  1942,  Kaiser  Co.,  Inc.,  paid  $1,064,000  in 
income  taxes.  We  have  applied  to  the  Treasury  for  a refund  of  this  tax,  and 
have  every  reason  to  believe  that  the  refund  will  be  granted.  We  have  therefore 
stated  in  the  written  report  to  this  committee  that  no  income  taxes  have  been 
paid  by  Kaiser  Co.,  Inc. 

Except  for  this  1942  tax  payment  on  which  we  expect  to  receive  a refund,  Kaiser 
Co.,  Inc.,  has  paid  no  income  taxes,  since  it  has  had  a net  loss  in  every  year  of 
these  operations. 

6.  Counsel  for  the  committee  has  asked  whether  or  not  the  Kaiser  family  had 
.or  has  any  interest  in  the  Gilpin  Construction  Co. 

None  of  the  Kaiser  companies  and  no  member  of  the  Kaiser  family  has  any 
direct  or  indirect  ownership  in  Gilpin.  Any  other  question  on  Gilpin  ownership 
should  be  referred  to  that  company. 

In  my  judgment,  the  remaining  questions  asked  by  counsel  for  the  committee 
are  not  the  kind  that  can  be  answered  overnight.  For  example,  counsel  has 
asked  whether  the  shipyard  earnings  of  Kaiser  Co.,  Inc.,  were  pledged  to  secure 
the  RFC  loan  on  the  Fonlana  steel  plant,  and  if  so,  whether  such  a pledge  caused 
any  delay  in  the  payment  by  Kaiser  Co.,  Inc.,  of  its  bank  loans.  To  answer 
this  question,  it  will  be  necessary  to  refer  to  the  terms  of  the  RFC  loan  agree- 
ment, a large  number  of  private  banking  loan  agreements  and  the  dates  of  the 
payments  made  thereunder,  the  terms  of  our  Y-loan  agreement,  and  other  de- 
tailed corporate  files  and  records.  Since  counsel  wants  this  and  other  informa- 
tion we  will  ask  our  west-coast  office  to  compile  the  answers  and  we  will  furnish 
them  for  the  record. 

As  you  stated  yesterday,  Mr.  Chairman,  the  real  question  is  this:  Did  Kaiser- 
managed  shipyards  receive  reasonable  or  unreasonable  profits  for  the  work  they 
performed  for  the  Maritime  Commission?  The.  answer  to  that  question  is  not 
how  many  total  dollars  may  have  been  received  in  fees  or  profits.  That  ques- 
tion can  only  be  adequately  determined  by  knowing  how  much  total  volume 
Kaiser-managed  shipyards  produced  for  the  Maritime  Commission,  how  much 
their  fees. or  profits  were  and  what  percentage  their  fees  or  profits  wore  of  the 
total  volume.  Was  it  reasonable  or  unreasonable  in  comparison  to  what  anyone 
else  received? 

The  combined  net  profits  after  taxes  of  the  four  Kaiser  shipbuilding  companies 
amounted  to  less  than  one-tenth  of  1 percent  of  the  total  volume  of  work  done 
for  the  Maritime  Commission,  after  deducting  all  losses.  Even  if  the  losses  on 
other  operations  are  not  deducted,  the  combined  profits  are  loss  than  1 percent. 

In  comparison,  for  example,  Moody’s  Industrials  shows  that  the  net  profit  of 
General  Motors  after  taxes  and  after  renegotiation  were  6.02  percent  of  gross 
sales  in  1945  and  4.01  percent  in  1944,  The  figures  for  Du  Pont  are  12.27  percent 
in  1945  and  12.51  percent  in  1944,  for  United  States  Steel  3.33  percent  in  1945 
and  2.91  percent  in  1944,  for  Bethlehem  Steel  2.03  percent  in  1945  and  2.07  percent 
in  1944,  and  for  Chrysler  3,77  percent  in  1945  and  2.26  percent  in  1944. 

There  can  be  no  question  as  to  our  efficiency.  Where  any  comparisons  are 
possible,  the  cost  of  the  work  we  performed  for  the  Maritime  Commission  will 
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substantiate  that  Kaiser-built  ships  were  far  below  the  average  in  cost  and  thus 
resulted  in' substantial  savings  fo  the  Government.  On  Liberty  ships  alone,  the 
Kaiser  companies  saved  the  Government  more  than  $260,000,000  under  the  average 
cost  of  Liberty  ships  built  by  other  yards. 

The  volume  of  work  was  tremendous.  The  committee  should  bear  in  mind  that 
one  calendar  year’s  operation  during  wartime  probably  amounts  to  a minimum 
of  five  times  "the  normal  year’s  operation  because  of  operations  in  three  shifts 
and  the  56-  or  48-hour  workweek.  It  is,  therefore,  reasonable  to  say,  if  any 
attempt  is  being  made  to  compare  wartime  profits  with  peacetime  profits,  that  in 
a 4-year  period  the  work  accomplished  was  equal  to  a 20-year  peacetime  volume. 

There  Can  be  no  question  concerning  the  speed  with  which  we  constructed 
ships.  The  Maritime  Commission  used  us  to  stimulate  and  needle  every  ship- 
builder in  its  program.  It  is  only  natural  that  there  should  be  some  feeling  on 
the  part  of  established  and  prewar  shipyards  concerning  Kaiser’s  record  because 
we  were  u$ed  to  prod  further  production  by  others  and  lower  their  costs.  Our 
building  record  and  our  man-hours  per  ship  were  forwarded  by  the  Maritime 
Commission  to  every  yard  in  the  country  as  an  example. 

The  central  question  this  committee  is  investigating  is  a very  clear  one.  Were 
the  profits  and  foes  paid  reasonable  or  unreasonable?  Compare  them  with  what 
other  builders  received.  Compare  the  costs  of  the  ships  and  the  profits  on  the 
contract,  and  in  our  opinion  the  answer  will  be  that  Kaiser  did  not  receive  as 
much  as  other  builders  in  the  maritime  program.  Let  me  cite  just  one  example. 

In  the  case;  of  the  50  escort  carriers  we  received  a fixed  fee  of  $125,000  per  ship 
on  a ship  which  cost  in  excess  of  $6,000,000.  There  was  a provision  in  the  con- 
tract that  the  Maritime  Commission  would  adjust  the  fee  when  the  designs  of 
the  aircraft  carriers  were  completed  and  the  cost  could  be  estimated,  for  the 
contract,  was  entered  into  before  the  ship  was  designed.  This  was  necessary 
so  that  the  builder  could  work  with  the  designer  for  the  utmost  speed.  When 
the  ship  was  designed  and  the  cost  estimated,  no  adjustment  was  made  in  the 
fees  by  the  Maritime  Commission.  The  standard  practice  of  the  Navy  on  com- 
parable ships  was  to  pay  a fixed  fee  in  the  amount  of  6 percent  of  the  estimated 
cost  with  a bonus  provision.  Our  fee  on  the  50  aircraft  carriers  was  about -2 
percent,  ^he  Maritime  Commission  discriminated  against  Kaiser,  rather  than 
favor  him, 

So,  back  to  the  original  question:  Were  the  fees  paid  reasonable  or  unreason- 
able’ As  ior  the  construction  of  the  yards  themselves,  it  is  obvious  that  the  fees 
or  profits  of  the  Kaiser  companies  were  not  unreasonable  since  there  were  no 
fees  or  profits.  As  for  building  the  ships,  the  record  will  show  that  our  speed 
was  greater  and  our  cost  was  lower  and  that  our  fees  were,  if  anything,  less  than 
other  builders  were  paid  on  a comparable  basis.  What  effect  did  the  loss  on  the 
Fontana  steel  plant  of  Kaiser  Co.,  Inc.,  have?  What  effect  did  the  interest 
we  paid  to  RFC  have?  Just  this:  That  we  were  willing  to  pledge  all  of  our 
profits  and  fees,  whatever  they  might  be,  so  that  we  might  borrow  the  funds  to 
build  the  steel  plant  to  furnish  the  steel  necessary  to  build  our  ships.  The  law 
allows  that;  one  company  report  all  of  its  operations — both  losses  and  profits — on 
a consolidated  basis  for  renegatiation  purposes,  and  this  we  did.  The  over-all 
operation  of  Kaiser  Co.,  Inc.,  as  of  the  date  the  figures  were  submitted  to  the 
committee 'shows  a net  loss  of  $18,000,000. 

There  is  no  justification,  it  appears  to  me,  for  this  committee,  the  General 
Accounting  Office,  or  anyone  else  to  judge  profits  on  the  basis  of  invested^  capital, 
when  no  law  or  any  regulation  of  Congress  or  any  agency  required  any  invested 
capital,  other  than  the  sum  of  $100,000  per  shipway  which  we  furnished  and 
exceeded.  What  the  Government  did  require  of  a shipbuilder  was  know-how. 
organization,  capacity  to  produce,  the  ability  to  finance  the  operation,  and 
performance. 

The  record  shows  that  we  did  furnish  the  Government  with  the  know-how, 
organization,  anil  ability  needed  to  build  ships  with  speed,  efficiency,  and  economy. 
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Exhibit  7 

i 

Termination  Settlement  United  States  Maritime  Commission 

KAISER  CO.,  INC.,  RICHMOND,  CALIF. 

Summary 

Under  date  of  May  IS,  1945,  tlie  Commission’s  Committee  on  Awards  consisting 
of  n L Vickery!  R.  K Anderson,  William  A.  Weber,  Walston  S Brown,  and 
R.  P.  Mills,  submitted  to  the  Commission  recom: mendations  by  Wa  h 

S Brown)  that  an  agreement  be  entered  into  with  Kaiser  Co  , I .,  p S 

a fixed  price  of  $351,690,000  for  the  construction  of  do  C-4. vessels. 

The  proposed  settlement,  prepared  by  Walston  Brown  and  approved  bj  t e 

Committee  on  Awards  is  as  follows  ; „■  T„  o 1049  which 

“Kaiser  Co  , Ine.,  entered  into  a contract  under  date  of  Januaiy  9,  1942,  win 
contract  as  amended,  provided  for  the  construction  of  30  design  C-4  vessels  at 
the  shipyard  Viow  a asPRichmond  yard  No.  3.  Work  under  this  (^rartwm not 
he  comnleted  for  several  months.  Under  date  of  May  4,  1943,  t lie  Commission, 
and  Kaiser  Co.,  Inc.,  entered  into  a letter  of  intent  which  provided  that  a fixed- 
nrice  contract  will  be  made  covering  the  construction  of  an  additional  five  C-4 
vessels  which  are' now  scheduled  for  delivery  during  the  last  half  of  this  year 
ft  ramnosed  in  January  of  this  year,  to  enter  into  a fixed-price 
contracT  covering  the  construction  of  all  35  vessels  called  for  by  the  existing 
contract  and  the  letter  of  intent.  After  this  proposal  was  received  the  Finance 
Division  made  a careful  review  of  the  costs  incurred  in  connection  w ith  tile  con- 
struction of  the  first  30  vessels,  the  contract  for  which  was  on  the  so-called  pnee- 
ralnns  hnsis  ' As  a result  of  this  it  was  determined  that  the  costs  so  far  incurred, 
together  witji  the  estimated  cost  of  completing  the 

ance  for  contingencies,  was  the  sum  of  approximately  $303,200,000.  itepicsent 
atives  of  the  contractor  agreed  to  accept  a contract  price  equal  to  tins  cost, 
together  with  an  amount  to  cover  profit  and  contingencies  . . „ . 

“Under  the  contract  dated  Januery  9,  1942,  as  amended,  the  minimum  fee  is 
$100  000  for  each  < f 10  vessels,  and  $102,500  for  each  of  the  remaining  20  vesse Is. 

The' maximum  fee  is  $518,000  per  vessel.  Since  the  costs  definitely  exceed  the 
target  price  of  $6,235,000  per  vessel  stated  in  the  contract,  and  the  actual  deliveiy 
datll  are  mbch  later  than  those  set  forth,  it  would  appear  that  toe  contactor 
should  be  entitled  to  receive  as  profit  not  more  than  the  minimum  fee  aithough 
the  increased  cost  and  delays  may  in  large  measure  be  attributable  to  toe 
numerous  changes  in  plans  and  specifications  made  by  the  Commission  at  the 
request  of  Xe  War  Department  and  later  by  the  Navy  Department.  It  was 
therefore  decided  to  recommend  that  the  contractor  agree  to  lmut  the  profit  on 
account  of  the  30  vessels  covered  by  the  contract  dated  January  9,  1942,  to  toe 

of  costs  incurred,  and  that  on  account  of  the  disallowances  hereafter  referred 
to  it  will  be  reduced  to  approximate  one-half  percent  of  such  costs.  The  con- 
tractor therefore  contended  that  a rather  liberal  contingency  should  be  allowed 
in  toe  price  of  the  30  vessels,  and  asked  that  such  contingency  be  placed  at  1% 
percent  of  the  total  estimated  cost,  or  approximately  toe  sum  of  $4a>00,000.  The 
committee  n lieu  of  this,  suggested  a contingency  of  approximately  $3,800,000 
which  is  acceptable  to  the  contractor.  The  aforc-mentioned  contingency  does 
not  cover  the  contractor’s  liability  on  account  of  violations  of  the  Fair  Labor 
Standards  Act.  These  violations  which  came  about  by  making  deductions  fiom 
the  pay  of  exempt  employees  at  toe  direction  of  the  Commission,  and  classi  yn  g 
certain  employees  as  administrative  and  executive  with  the  approval  of  the 
Commission  give  rise  to  a total  liability  which  may  equal  the  sum  of  $2,(K)0,000. 

The  “ahtoi  has  requested  that  this  amount  be  included  in  toe  con  tract  price 
won  the  understanding,  however,  that  if  toe  total  payments  which  t is  required 
to*  make  on  account  of  liabilities  incurred  under  the  Fair  Labor  Stahdards  Act 
shall  actually  be  less  than  such  amount,  the  contract  price  may  be  correspond- 

Pl  “The'  contract  price  for  toe  remaining  five  vessels  should  be  the  same  as  that 
recommended  for  the  vessels  of  identical  design  to  be  built  by  the  same  company 
at  toe  Vancouver  Wash.,  yard.  Such  price  is  $8,000,000,  but  does  not  include  toe 
wrformaneb Tj<  liner  woik  by  the  contractor.  The  estimated  cost  of  joiner  work 
is  $538,000  per  vessel,  making  toe  total  contract .price  for  the  last  five  vessels  t e 
sum  of  $8,538,000  per  vessel.  Adding  such  contrast  lAwe  to  the  $312,000,000  foi 
the  first  30  vessel  3 will  make  a contract  price  of  $354,690,000. 
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“In  the  memorandum  from  this  committee  in  regard  to  an  award  of  contract 
tor  the  construction  of  0-4  vessels  at  Vancouver,  Wash.,  it  is  recommended  that 

eoua>ir°^tcr>1onnnCpSS  if  ^20’00°  Per  vessel  be  subject  to  recapture.  This  would 
equal  $2,600,000  for  the  five  vessels  at  Richmond  covered  by  the  letter  of  intent 
Adding  tins  to  the  minimum  fee  of  $3,050,000  to  be  allowed  as  oroiif  on  the  no 
vessels,  the  Commission  will  recapture  all  profits  in  excess  of  $5,050  000. 

Jn„deterll?-lnl^S  costs,  for  recapture  the  contractor  should  not  have  substantial! v 
more  favorable  treatment  in  respect  of  the  costs  Incurred  for  the  construction  of 

heen?mInuSe  S w™  !t  w0,uld  have  under  tlie  price-minus  contract.  There  have 
been  disallowed  from  costs,  or  withheld  by  the  contractor  from  applications  for 
payments,  to  date,  charges  amounting  to  $1,597,504.20.  The  Finance  Division  has 
reviewed  these  disallowances  and  determined  the  charges  totaling  $231  228  25 
included  therein  should  have  been  allowed.  It  is  theSe ^recommended  tbo? 

the  sumoT'm^  af  for  the  P111'!1086  of  determining  profits, 

heretofore  made^i^  the  Comm<ission'.Wed  °“  C0St  °"  aCC°U,lt  °f  the  dlsall<>wances 

o iAs  *las  ^emi  pointed  out  above  the  contract  price  recommended  contains  a 
substantial  allowance  to  cover  contingencies.  In  view  of  this,  and  the  fact  that 
*Fal*“  h°”  is  engagod  in  other  activities,  it  is  believed  that  special  provisions 
should  be  made  for  withholding,  at  the  Commission’s  option,  a sufficient  amount 
to  pro  ect  recapture  rather  than  to  make  the  usual  provisions  for  pavmmit  of 
the  full  amount  of  the  contract  price  upon  delivery  of  the  last  vessel  Such 

paHran  ;r;  t$5  8^dnnCfT,'CVrf  ^ Emission  to  withhold  i? 

pau  oi  ail  of  the  $o, 800, 000  contingency  which  includes  that  for  restitution  naid 

contained  in  the  unadjusted  price  for  the  30  vessels,  (it)  the  sum  of  $1  GOOflOO 
which  represents  the  normal  hold-back  from  the  contract  pri ce  spec  fled  f or  th e 
five  vessels,  and  (iii)  such  additional  amount  as  the  Commission  may  determine  at 
any  time  to  be  necessary  in  order  to  protect  its  rights  of  recapUu'e  but  mt  fo 
exceed  the  sum  of  $3,000,000,  1 b IRUU  , our.  not  to 

with ' trti  cm'"  'rv!*01'/  If  is  recommended  that  the  Commission  enter  into  a contract 
memorondum.’  •’  ^ m aCCOrdnnce  with  the  Pulsions  outlined  in  tMs 

-.ofilth0l5h  th?  Ietfer  of  lntent  states  that  the  contract  will  be  dated  as  of  tin.  •> 

1944,  and  numbered  MCc-28994,  such  contract  is  dated  as  of  i i M/  y 2’ 

actually  approved  by  the  Commission  May  H 1945  P 1 ’ 1945’  bllt  was 

As  of  May  17, 1945,  progress  of  completion  of  the  35  vessels  was  as  follows : 

Vessels  delivered- 

Hulls  launched " 26 


Keels  laid— 
Keel  unlaid . 


Ap™e3»'rfsra«?,E?sr3s,rsMoS*  * comiMm  •* <■» ■*  •< 


Percentage  of  eompletion- 


As  of  Apr. 
30,  1945 

As  of  May 
31,  1945 

100 

100 

100 

100 

100 

100 

100 

100 

100 

100 

100 

100 

100 

100 

100 

100 

100 

100 

100 

100 

100 

100 

100 

100 

100 

100 

100 

100 

100 

100 

100 

100 

100 

100 

100 

100 

100 

100 

May  1845 


Percentage  of  completion— 


May  1045 


Total 

Average. 


93486 — 46 27 


As  of  Apr. 

As  of  May 

30,  1946 

31,  1945 

too 

100 

100 

100 

100 

100 

100 

100 

100 

100 

. 100 

100 

100 

100 

90.8 

100 

87.0 

98.  5 

83.0 

85.1 

79.8 

81.0 

50.2 

71.7 

48.8 

63.0 

38.  6 

53.  G 

29.0 

45.4 

25.4 

33.9 

3, 144.0 

3,  232.  2 

89.8 

92. 3 
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The  progress  report  (No.  89  for  May  1945  contains  footnotes  as  follows : 

Hulls  G53-G59 : Delivered  as  incomplete.  Conversion  work  completed  outside 

builders  vard  under  Navy  contract.  . ' T_  . 

Hull  660 : Delivered  as  incomplete.  Completion  of  conversion  by  Kaiser- 

Vancouver  'contract  MCc-29967.  . „ . 

Hulls  661-662 : Delivered  as  incomplete.  Completion  of  conversion  by  Kaiser- 

• Outfitted  by  Kaiser-Vancouver  contract  MCc-2046,  addendum 

^ Hulls  702-703':  Delivered  as  incomplete.  Completion  of  conversion  by  Kaiser- 
Vancouver1  contracts  MCc-27050  and  29089.  , „ . 

Hulls  701-703 : Delivered  as  incomplete.  Completion  of  conversion  by  Kaisei- 

' 'iil^hTcvcnt  the  vessels  were  delivered  as  incomplete  (progress  reports  show 
100  percent  complete)  there  may  exist  an  overlapping  of  payments  under  the 
contracts  and  settlements  thereunder. 

Attention  is  invited  to  the  statement  in  the  first  paragraph  of  the  memoran- 

dU“TJnder  (late  of  May  4,  1943,  the  Commission  and  Kaiser  Co.,  Inc.,  entered  into 
a letter  of  intent  which  provided  that  a fixed  price  contract  will  be  made  covering 
the  construction  of  additional  5 C4  vessels  * * *•”  , 

The  letter  of  intent  referred  to  is  dated  May  4,  1944,  and  provides  for  the 
construction  of  10  additional  C4  vessels  (hulls  2383  to  2392),  5 of  which  (hulls 
2388  to  2392)  were  canceled,  and  said  letter  of  intent  provides  that  the  con- 
tract will  be  either  upon  a fixed  price  or  the  so-called  price-minus  basis. 

It  will  he  noted  that  as  a result  of  establishing  a fixed  price  contract  for  the 
last  5 vessels,  the  contractor  is  allowed  a profit  thereon  of  $1)20,000  per  vessel 
as  compared  with  $100,060  per  vessel  for  the  first  10  and  $102,700  per  vessel 
for  thenext  20  vessels.  In  other  words  the  contractor  is  allowed  a profit  per 
vessel  on  the  last  5 vessels  which  exceeds  the  profit  per  vessel  on  the  first  30 
vessels  by  more  than  5 times  as  follows; 


Group 


1  

2  

3 

Total 


Vessels 

Profit  or  fee 
per  vessel 

Total 

10 

$100, 000 

$1,000,000 

20 

102,  500 

2,050,000 

5 

520, 000 

2, 600, 000 

35 

5,  650,000 

The  records  of  the  Commission  show  that  as  of  May  17,  1945,  keels  for  four 
of  the  last  five  vessels  had  been  laid  and  one  hull  had  been  launched. 


Exhibit  8 


September  17,  1946. 


Mr.  MarvIn  J.  Coles, 

General  Co  unsel,  Merchant  Marine  ana  Fisheries 

investigating  Committee,  Jlouse  of  Representatives. 

Dear  Mr.  Coles:  As  requested  in  your  letter  of  September  13,  1946  and  in 
accordance  with  conversations  at  our  meeting  in  my  office  on  that  date  with 
Mr  Sidney  T Thomas,  Chief  of  the  Tax  Amortization  Branch  of  this  Admm- 
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istration,  I am  furnishing  bolow  for  the  use  of  the  Merchant  Marine  and  Fish- 
eries Investigating  Committee  a brief  description  of  the  necessity  certificates 
issued  to  the  Kaiser  Co.,  Inc.,  the  Permanente  Corp.,  and  the  Permanente  Metals 
Corp.  The  identifying  serial  numbers  assigned  to  these  cases  begin  with  the 
letters  WD-N  where  the  certificates  were  issued  by  the  War  Department  and. 
ND-N  where  the  Navy  Department  issued  the  certificate.  Certificates  issued 
by  the  War  Production  Board  are  identified  by  the  letters  NC.  The  list  and: 
description  of  facilities  together  with  the  approximate  dollar  cost  follows: 


Serial  N o. 


Description 


Approximate* 

cost 


THE  PERMANENTE  CORP. 


ND-N-1407. 

ND-N-4221. 

WD-N-4091. 

WD-N-480-. 

WD-N-1323. 

ND-N-687.. 

ND-N-4896. 

ND-N-4728. 
ND-N-3645. 
ND-N-  2997. 
ND-N-2706. 
ND-N-2389.. 


Bulk  cement  storage  and  transfer  facilities  Honolulu,  T.  II 

Filter  equipment— Permanonto  cement  plant,  Permanente,  Caiif 

Lime  kiln  conversion,  track  hopper  and  conveying  equipment— 
Permanente,  Calif. 

Comploto  magnesium  oxide  and  metallic  magnesium  plants— Santa 
Clara  County,  Calif. 

Excavation  kiln  piers,  kilns,  building  alterations,  boiler  svstem,  etc 
for  magnesium  oxide  plant— Santa  Clara  Comity,  Calif. 

Mills,  pumps,  separators,  piping,  otc.,  for  cement  plant,  Santa  Clara 
County,  Calif. 

RAISES.  CO.,  INC. 

Open  hearth  plant  expansion,  buildings  and  shops,  soaking  pits 
slow-cooling  ingot  pits,  structural  mill,  foundry  additions,  mer- 
chant mill,  alloy  finishing  facilities  and  yard  development  for  steel 
plant— Fontana,  Calif. 

Buildings,  shops,  miscellaneous  items  for  production  of  coal— Sunny- 
side,  Utah. 

Coal-tar  plant,  tank  ears,  bagging  equipment  for  production  of  creo- 
sote  and  heavy  oils  and  ammonium  sulphate— Fontana,  Calir 

Hoads,  buildings,  mining  equipment,  trucks,  crushing  equipment, 
etc.,  for  producing  iron  ore  near  Kelso,  Calif. 

Machinery,  supplies  and  equipment  for  coal  mine— Carbon  County, 

Land,  coke  plant,  blast  furnace,  power  plant,  yard  development 
etc.,  for  stool  plant— Fontana,  Calif. 


$118,  247.  54 
143, 017.  45 
157,  345.  68 

1 6,500,000.00 

1,  508,059.  32- 

500, 871. 07 

30,  679,  654.  58. 


120, 223,  08; 
520,  262.  23 
889,  498.  98 
1, 008,  277. 10 
63, 048, 866. 34; 


THE  PERMANENTE  METALS  CORP. 


WD-N-7456-. 

WD-N-7023-. 

WD-N-7455.. 

WD-N-2G372. 

WD-N-21597. 
NC-877 


Arc  furnaces,  furnace  buildiug,  conveyor,  etc 

Magnesium  plant  in  Monterey  County,  Calif.  

Buddings  snd  equipment  for  a calcining  plant  at  Monterey  Comity,' 

Building,  electrical  distribution  systom,  laboratory,  and  processing 
equipment;  Permanente,  Calif. 

Furnaces — Permanente,  Calif 

Processing  equipment  and  machinery— PCTmaiientoi  Calif 


2,033,695.28 
2,  232,  612. 80 
I,  907,  0-18.  38 

215,  942.  37 

299, 006.  97 
242,  874.  09) 


• Estimated. 


According  to  our  records,  Federal  funds  were  loaned  by  the  Reconstruction 
Finance  Corporation  for  the  construction  of  the  Iron  and  Steel  Division  plants 
0f  t?en?ilLS,erj90-’  Inc"  at  Fontana>  Calif,,  and  for  certain  plants  of  the  Perma- 
nente Metals  Corp.  I would  suggest  that  you  address  any  request  for  informa- 
tion regarding  these  loans  to  the  Reconstruction  Finance  Corporation. 

I trust  that  the  above  information  will  serve  your  purpose. 

Very  truly  yours, 


Francesco  M.  Bianco, 

Acting  Director,  Financial  Policy  Division . 
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Exhibit  9 

Number  \nd  average  time  to  complete  Liberty  ships  constructed  by  each  shipyard 


Shipyard 


Num-I 
jbcr  of 
ways 


Date  first  keel 
1b  id 


Number  completed 


1941  1942  1943  1944  1945  Total 


Average 
number 
days  to 
complete 
each  ves- 
sel i 


ATLANTIC  COAST 

Bethlehem- Fairfield  Shipyard, 

Baltimor^,  Md 

J.  A.  Jones  Construction  Co., 

Brunswick,  Ga 

New  England  Shipbuilding 
Corp.,  : South  Portland, 

Maine,  west  yard.. 

New  England  Shipbuilding 
Corp.,  (3),  South  Portland, 

Maine,  east,  yard 

North  Carolina  Shipbuilding 

Co.,  Wilmington  N.  C 

St.  John’s  [River  Shipbuilding 

Co.,  Jacksonville,  Fla  - 

Southeastern  Shipbuilding  Co., 

. Savanna!^,  Ga 

Walsh-Kaiser  Co.,  Providence, 
R.  I 


Total 

QULF  CO/iST 

Alabama  prydock  & Ship- 
building Co.,  Mobile,  Ala 

Delta  Shipbuilding  Co.,  New 

Orleans,  jLa 

J.  A.  Jonep  Construction  Co., 

Panama  pity,  Fla- - 

Todd  Houston  Shipbuilding 
Corp.,  Hjouston,  Tex 

Total 

PACIFIC  COAST 

California  [Shipbuilding  Corp., 

Los  Angeles,  Ca’if 

Kaiser  Co.j  Vancouver,  Wash_ 
■Marinship  Corp.,  San  Fran- 
cisco, Cfalif — 

Oregon  Shipbuilding  Corp., 

Portland,  Oreg — 

Permanen  ;e  Meta  ls  Corp.,  yard 

No.  1 (3)---- 

Permanente  Metals  Corp.,  yard 
No.  2... | 


Totsjl 

Grand  total- 


62 


12 


14 

12 

6 

11 

7 

12 

62 

159 


Apr.  30,1941 
July  6, 1942 

Sept.  24, 1941 

Sept.  8,1942 
May  22, 1941 
Aug.  15,1942 
May  22, 1942 
June  27,1942 


2 77 


July 

28, 1941 

Oct. 

1, 1941 

July 

9, 1942 

July 

18, 1941 

May 

24, 1941 

Apr. 

15, 1942 

June 

27, 1942 

May 

19, 1941 

May 

12, 1942 

Sept 

17, 1941 

2 192 
21 

40 

51 

75 

25 

36 

46 


114 

53 

48 

52 


384 

85 

112 

132 

126 

82 


142 


446 


367 


64 


1,020 


« 18 
28 


32 


2 

»35 

21 

74 


109 

4 2 


113 

30 

63 


322 

542 


132 


3 166 
8 

5 10 
197 
92 
187 


660 

1,238 


196 


11 

16 

101 


169 


722 


120 


20 
e 132 
102 
208 


462 


7 306 
10 

15 

322 

138 

351 


1, 142 


2,624 


53.8 

79.7 

77.2 

70.4 

64.8 

77.6 

85.6 
208.7 


8.4 


137.5 

82.8 

83.3 

68.4 


78.8 


60.7 

80.4 

112.2 

44.9 

48.3 

41.1 


49.6 


62.0 


i Time  tjo  construct  includes  the  day  of  keel  laying, 
s Facilities  employed  part  of  year  on  special  naval  type  ships. 

8 Yard  previous]  y built  30  similar  ships  for  Great  Britain. 

4 Part  of  contract  suspended  to  permit  construction  of  special  Navy  type  vessels 

5 Part  of:  contract  canceled  to  permit  tanker  construction. 

« Does  hot  include  32  Liberty  type  tankers  constructed,  and  24  Liberty  colliers. 

7 Docs  niot  include  30  Liberty  type  tankers  constructed. 
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Liberty  EC-2  cargo  ships  completed  each  month  and  average  number  of  days  to 


Month 

Number 
of  yards 
producing 

Number 
built  each 
month 

Monthly  C 
average 
timo  to 
complete 

Cumulative  C 
number  of 
ships  con- 
structed 

Cumulative 
average 
time  to 
complete 

2 

2 

236.0 

2 

236.0 

239.8 

2 

3 

•232.1 

225.6 

5 

16 

217. 7 

33 

5 

205.6 

5 

184.7 

8 

164.3 

May 

9 

51 

150.4 

10 

52 

57 

67 

136.0 

11 

70.1 

329 

122.8 

10 

113.6 

102.0 

11 

65 

11 

68 

97.# 

#2.8 

88.# 

12 

82 

13 

79 

14 

81 

85.2 

14 

103 

81.9 

15  ! 

110 

79. 1 

15 

120 

115 

76.8 

16 

74.4 

16 

72. 1 

14 

106  I 

70.0 

68.3 

60.9 

12 

12 

98 

11 

89 

65.3 

12 

118 

73 

64.5 
63.9 

63.6 
63.2 
63.0 

62.7 

12 

13 

78 

13 

83 

13 

79 

12 

67 

10 

55 

62.6 

10 

51 

50 

Op.  O 

62.6 

9 

62.5 

9 

43 

61 

62.4 

9 

62. 2 

8 

48 

2, 504 

62.0 
61.9 
61.8 
61.8 
61.8 
61. 8 

8 

44 

8 

32 

8 

30 

6 

21 

3 

8 

4 

6 

76. 1 

61.8 

2 

7 

61.9 

July 

1 

2 

61.9 

2 

6 

97.2 

105.7 

62.0 

62.0 

2 

4 

2 

1 4 

Note. These  figures  do  not  includo  62  Liberty  ship  tankers  and  24  Liberty  ship  colliers. 


Exhibit  10 


Kaiser  Companies 

ADJUSTMENTS  TO  REPORTED  PROFIT  BATES 

An  analysis  of  the  reported  contract  volume  and  fees  and  profits  earned  before 
and  after  Federal  Income  taxes  by  the  six  so-called  Kaiser  companies  reveals  that 
the  percentages  of  profits  reported  by  these  companies  were  less  than  the  profits 
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MoSffs  r Maritlme  C°mmission  contracts  because  of  the  inclusion  of  the 

of  ^construction  **i  h!™  f T°UntS  which  do  llot  Resent  costs 

' paidj,  retention  o/amotSte^proc^^SwtttemOTt^isw^M  fee?  profits ' 
5-  Inclusion  of  Government-furnished  materials 

?a  ° 

tables.  ; totaled  foi  all  six  companies  in  the  following 


Adjusted  summaries  of  shipyard  income  to  May  SI, 


KAISER  COMPANIES— TOTAL 


Per  report 

Adjustments 

As  adjusted 

Total  of  shipbuilding  contracts 

($493,855,  601) 
($1,703,274,  630); 

$2,994,283,738 

Government-furnished  materials  

-Profit  before^  taxes:  * 

Amount; 

$5, 191, 413,969 

($2,  197, 130,  231) 

$2,994,283,738 

Rate  (percent) 

3.3 

($3, 654,  333) 

$166,  500, 049 

Profit  after  taxes:  

Amount. 

■$118,  051, 101 

($46,  066,  150) 

$71,  984,  951 

Rate  (percent)  ?_ . ..  

'i — 

1.0 

$42,411,817 

$94,  515,  098 
3.2 

PERMANENTE  METALS  OORP. 


Total  of  shipbuilding  contracts 

($92,  821, 877) 
($542,  214,  500) 

$633,  980, 405 

Government-furnished  materials  ' 

m , , ' 

Profit  before  faxes:  

$1,  269,  016,  782 

($635, 036,  377) 

$633, 980,  405 

Amount.:,. 

$53, 509, 637 
4.2 

($1,  000,  000) 

Rate  (percent) 

$52,509,637 

Profit  after  taxes:  

Amount..  ... 

$37,692,071 

($16,244,438) 

$15,  244, 438 

$21, 447,  633 

Rate  (percent) 

1.3 

$31',  062,  004 
4.9 

KAISER  CO.,  INC. 


Total  of  shipbuilding  contracts 

$1,  342,  475, 189 
$316, 334,  854 

($185,  731,  859) 
($316, 334,854) 

$1,156,743,330 

Governinent-mmishc  1 materials  " " ‘ 

Total  contract  volume 

Profit  before  tiaxes:  

Amount  — 

$1, 658, 810, 043 

($502,  066,  713) 

($2,654,  333) 

$1, 158, 743/330 

Rate  (percent).. . 

2.6 

$38,  479,063 
3.  3 

Profit  after  taxes: 

Amount—.  

$29,  821,  712 

($29,  821,  712) 

$27, 167, 379 

$38,  479, 063 

Rate  (percent)—.  

! 

3.3 

OREGON  SHIPBUILDING  CORP. 


Total  of  shipbuilding  contracts 

($70, 584,  708) 
($435, 917, 000) 

$457,085,853 

Govemment-furnishet.  materials 

$435, 917, 000 

Total  contract  volume 

Profit  before  taxes:  

Amount..; 

Rate  (percent) " 

$903,  587,  501 

$40,  281, 080 
4.2 

$27, 109,  588 

$13, 111,492 
1.4 

($606,  501,  708) 

$457,  085, 853 

$40,281,080 

federal  income  taxes. 

Profit  after  taxes:  

Amount-.;. 

Rate  (percent) 

8.9 

$27, 169, 688 

$13,  111,  492 

2.9 

Approved  For  Release  2003/10/10  : CIA-RDP64B00346R000400060002-4 


Approved  For  Release  2003/10/10  : CIA-RDP64B00346R000400060002-4 

SHIPYARD  PROFITS.  419 


Adjusted  summaries  of  shipyard  income  to  May  31, 19^6 — Continued 

KAISER  FLEETWINGS,  INC. 


Per  report 

Adjustments 

As  adjusted 

Total  of  shipbuilding  contracts.. 

$108,  594,  076 
19,  24.8,  000  . 

($65,  532,  287) 
($19,  248,  000) 

$53,  001,  809 

Total  contract  volume 

Profit  before  taxes: 

$127,  842,  076 

$1,  047, 301 
.8 

$776, 619 

$270,  682 
.2 

($74,  780,  267) 

$53, 061, 809 

$1,  047, 301 
2.0 
$776,  619 

$270, 682 
.5 

Profit  after  taxes: 

CALIFORNIA  SHIPBUILDING  CORP. 


Total  of  shipbuilding  contracts.. 
Government-furnished  materials 

Total  contract  .volume 

Profit  before  taxes: 

Amount.. 

Rate  (percent). 

Federal  income  taxes 

Profit  after  taxes: 

Amount 

Rate  (percent) 


$001,  278,  431 
$389,  560,  276 

($76,  605, 013) 
($389,  500,  276) 

$524, 673, 418 

$990, 838, 707 

$31, 433, 815 
3.2 

$22, 591,  111 

$8, 842,  704 
.9 

($466, 165,  289) 

. 

$524,  673, 418 

$31, 433, 815 
6.0 

$22,  591,  111 

$8,  842, 704 
1.7 

WALSH-KAISER  CO.,  INC. 


$181,318,800 

($12,579,677) 

$168, 739, 123 

Total  contract  volume 

Profit  before  taxes: 

181,318,800  : 

2,  749, 153 
1.5 

(12, 579, 677) 

168,739, 123 

2, 749, 153 
1.6 

Federal  income  taxes  * 

Profit  after  taxes:  i 

Amount 

. i 

Rate  (percent) 

1 Not  furnished. 
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Cost-type  contracts  on  which  no  fees  or  profits  were  paid 


Company 

Contract  No. 

Amount  paid 

Permanente  Metals  Corp 

MCo  10227 

$607, 795 
5,850,332 
542, 693 
23, 953, 399 

TofcaL- l 

MCc  18932.. 

MCc  10300 

DA-MCc  ?&732_... 

31,014, 219 

Kaiser  Co.,  Inc.. 

MCc  2393 

26, 509, 880 
51, 085, 069 
2, 620, 752 
28,919,  583 
71,689 
2,855,951 

Total... 

MCc  2018. 

MCc  32032 

MCc  2049 

MCc  16585 

MCc  20725 

112,  062, 924 

Oregon  Shipbuilding  Corp 

MCcESP-5981 

18, 165, 778 
4,  618, 379 

Total 

MCc  17510 ; 

22, 684, 157 

Kaiser  Fleefcwings,  Inc 

M Cc-13181 

53,458,285 

California  Shipbuilding  Corp 

MCc  33932 

103, 707 
56, 179 
21,219, 978 
4, 011,276 

Total 

MCc  36035. __ 

MCc  (ESP)  1&597. 

MCc  16830.. 

25, 391, 140 

Walsh-Kaiser  Co..  

MCc  13637 

9,433,732 

Exhibit  11 


Report  of  The  Permanent®  Metals  Corp.  ani>  Richmond  Shipbuilding  Corp.  to 
Merchant  Marine  and  Fisheries  Investigating  Committee,  August  30,  1940 


August  29,  1946. 

Merchant  Marine  and  Fisheries  Investigating  Committee, 

House  of  Representatives,  Washington  25,  D.  0. 

Gentlemen  • Reference  is  made  to  your  letter  dated  July  27,  1946,  in  which 
you  request  that  certain  information  be  furnished  concerning  the  operation  of 
each  of  the  shipyards  of  this  company. 

The  Permanente  Metals  Corp.  acquired  100  percent  of  the  stock  of  Richmond 
Shipbuilding  Corp.  as  of  December  31,  1941.  Richmond  Shipbuilding  Corp  was 
thereafter  dissolved  as  of  March  19,  1946,  and  the  assets  and  liabilities  of  the 
said  Shipbuilding  Corp.  were  transferred  to  The  Permanente  Metals  Corp.  The 
managing  personnel  of  Richmond  Shipbuilding  Corp.  and  the  Permanente  Metals 
Corp.^were  at  all  times  identical.  The  Government  contracts  held  by  both  cor- 
porations were  renegotiated  by  the  United  States  Maritime  Commission  on  a 
consolidated  basis.  Both  corporations  used  jointly  the  facilities  designated  as 
Richmond  Shipyards  No.  1 and  No.  2 and  the  prefab  ideation  plant.  For  these 
reasons  we  are  submitting  herewith  separate  answers  for  each  of  the  two  com- 
panies respecting  questions  1 to  8,  inclusive,  of  your  letter,  and  answers  to  ques- 
tions 9 to  12,  inclusive,  will  be  summarized  in  tabulations  covering  both  companies. 

INFORMATION  CONCERNING  THE  PERMANENTE  METALS  CORP. 


1.  Date  on  which  the  company  was  formed  arid  a copy  of  its  corporate  charter. 

This  company  was  incorporated  on  December  9,  1910,  as  the  Todd-California 
Shipbuilding  Corp.  The  name  of  the  company  was  changed  to  the  Permanente 
Metals  Corp.  on  November  8,  1941.  A copy  of  the  certificate  of  incorporation  as 
amended  is  attached  hereto  as  exhibit  A. 

2.  The  totXil  capital  of  the  company,  giving  a break-down  of  the  types  of  stock 
and  securities. — The  capitalization  of  the  company  was  $460,000  represented  by 
no-par  common  stock,  but  the  funds  therefrom  were  used  in  the  operations  of 
another  division  of  the  company.  The  total  amount  available  for  shipbuilding 
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operations  Of  the  company  was  $8,500,000  comprised  of  loans  and  advances  with- 
out interest  from  its  wholly  owned  subsidiary  in  the  amount  of  $2,500,000 
and  private1  bank  loan  commitments  in  the  total  amount  of  $6,000,000,  although 
such  bank  loans  never  actually  exceeded  $5,000,000.  These  bank  loans  were  never 
guaranteed  by  the  Government  or  any  agency  thereof.  (Please  refer  to  exhibit 
B,  attachedi  for  further  details.) 

3.  The  names  of  all  officers  and  directors  and  a statement  of  their  annual  com- 
pensation—The  names  of  all  officers  and  directors  are  shown  on  exhibit  C, 
attached  hereto.  No  officer  or  director  received  compensation  for  holding  any 
office  or  directorship  as  such  with  the  exception  of  Mr.  Joseph  Haag,  Jr„  for  a 
short  period  of  time.  All  compensation  was  for  services  rendered  as  an  employee 
of  the  company  and  reference  is  made  to  exhibit  D,  attached  hereto,  for  a full 
statement  of  the  compensation  paid  such  employees. 

4.  The  names  of  all  officers  and  employees  who  have  received  compensation  of 
over  $15,000  per  annum,  giving  the  amounts  received  and  the  extent  to  which  such 
payments  were  reimbursable  by  the  Maritime  Commission j — Exhibit  D attached 
contains  schedules  detailing  not  only  the  information  requested  but  also  the  com- 
pensation of  all  individuals  who  have  been  officers  or  directors  of  any  of  the 
following  companies : 

Kaiser  Co.,  Inc. 

The  Permanente  Metals  Corp. 

Richmond  Shipbuilding'  Corp. 

Kaisfer  Flestwings,  Inc.  (formerly  Kaiser  Cargo,  Inc.). 

Oregon  Shipbuilding  Corp.  . 

Only  those!  officers  or  directors  who  were  employed  full  time  on  shipbuilding 
activities  v|ere  compensated  for  services  in  connection  therewith,  and  the  presi- 
dent of  the  company  and  many  other  officers  and  directors  did  not  receive  any 
compensation  whatsoever  In  connection  with  the  shipbuilding  operations  although 
very  considerable  time  and  effort  was  devoted  by  them  to  the  shipbuilding  busi- 
ness. During  the  course  of  the  shipbuilding  program  only  six  persons  were 
ever  paid  at  an  annual  rate  in  excess  of  $15,000  by  any  of  the  above-mentioned 
companies  Tor  services  performed  in  the  shipbuilding  operations  and  in  only 
three  instances  was  more  than  $15,000  reimbursed  by  the  Maritime  Commission. 

One  such  instance  involved  Mr.  J.  F.  Reis,  administrative  manager  of  all  of  the 
shipyards  Operated  by  the  above  companies,  who  was  paid  a total  of  $15,576  in 
1944  which1  was  fully  reimbursed.  Another  instance  involved  Mr.  C.  P.  Bedford, 
vice  president  and  general  manager  of  two  yards  of  this  company,  one  yard  of 
Kaiser  Co.,  Inc.,  and  one  yard  of  Kaiser  Fleetwings,  Inc.  (formerly  Kaiser  Cargo, 
Inc.),  who;  was  paid  in  excess  of  $15,000  per  year,  the  highest  amounts  being 
$26,474  in  ;1945  of  which  $16,668  was  reimbursed  and  $21,154  paid  in  1943  of 
which  $20,307  was  reimbursed.  A third  instance  involved  Mr.  Edgar  F.  Kaiser, 
general  manager  of  yards  operated  in  Oregon,  and  Washington  by  Oregon  Ship- 
building Corp.  and  Kaiser  Co.,  Inc.,  and  is  therefore  not  involved  here  but  refer- 
ence is  made  to  the  reports  of  these  companies  being  submitted  simultaneously 
herewith  /or  further  particulars.  Messrs.  Edgar  F.  Kaiser  and  C.  P.  Bedford 
as  general:  managers  had  the  direct  and  primary  responsibility  for  the  manage- 
ment and  operation  of  a total  of  7 shipyards  operated  by  the  above-mentioned 
companies!  which  employed  in  excess  of  180,000  persons  at  various  times  during 
the  course!  of  the  war  and  produced  1,474  ships  for  the  Maritime  Commission. 

5.  The  names  of  all  persons,  associations,  or  corporations  holding  5 percent  or 
more  of  the  capital  stock  of  the  company,  giving  the  amounts  of  capital  stock  held 
by  each. — Please  see  exhibit  E,  attached,  for  complete  information. 

6.  The  shipbuilding  experience  prior  to  101fl  of  all  officers,  directors,  and  stock- 

holders holding  over  5 percent  of  the  capital  stock. — Prior  to  1941,  officers,  direc- 
tors, and  stockholders  of  the  company  had  been  engaged  in  heavy  construction 
projects  which  included,  among  others,  the  building  of  Boulder  Dam,  Bonneville 
Dam,  Grand  Coulee  Dam,  power  houses  and  facilities,  and  many  other  projects. 
Through  these  activities  and  over  the  course  of  many  years  prior  thereto,  an 
integrated,'  organization  was  developed  which  was  experienced  and  proficient  in 
procuring  and  handling  large  quantities  of  materials  and  in  mass  production  and 
fabrication  methods.  , 

In  1989  the  K riser  interests  and  several  associates  joined  with  the  Todd  Ship- 
building dorp,  in  forming  the  Seattle-Tacoma  Shipbuilding  Corp.  In  July  1939 
said  company  submitted  the  low  competitive  bid  to  the  United  States  Maritime 
Commission  for  the  construction  of  five  C-l  cargo  vessels.  These  vessels  were 
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completed  In  1941  in  a shipyard  privately  financed  and  constructed  at  Tacoma, 
Wash.  During  1940  this  same  company  was  awarded  contracts  for  30  destroyers 
by  the  Navy  Department  and  four  0-3  cargo  vessels  and  two  C-3  troop  transports 
by  the  Maritime  Commission.  Participation  in  this  company  by  the  Kaiser  inter- 
ests and  associates  continued  until  February  1942. 

Messrs.  J.  H.  Todd,  J.  D.  Reilly,  Joseph  Haag,  Jr.,  R.  J.  Lamont,  0.  F.  Strenz, 
and  Walter  Green  representing  the  Todd  interests  and  all  fully  experienced  in 
shipbuilding  operations  over  a period  of  many  years,  served  as  officers  and/or 
directors  of  Scattlo-Tacoma  Shipbuilding  Corp.  In  addition,  Mssrs.  J'.  A.  Mc- 
Eachern,  0.  A.  Shea,  Felix  Kahn,  Henry  J.  Kaiser,  and  G.  G.  Sherwood  represent- 
ing the  Kaiser  interests  and  associates  also  served  as  officers  and/or  directors  of 
said  corporation,  Mr.  McEachern  and  Mr.  Sherwood  having  served  respectively  as 
vice  president  and  treasurer.  All  of  these  latter  individuals  became  officers 
and/or  directors  of  the  Pcrmanente  Metals  Corp.  Mr.  McEachern  and  Mr.  Shea 
bad  previously  obtained  shipbuilding  experience  during  World  War  I.  Mr.  Shea 
was  associated  with  the  North  Pacific  Shipbuilding  Co.  through  the  firm  of 
Twohy  and  Erickson,  which  shipbuilding  company  produced  steel  ships  in  Seattle 
during  the  last  war.  The  J.  A.  McEachern  Co.  built  wooden  ships  during  the  last 
war  at  Astoria,  Oreg. 

In  December  1940  the  Kaiser  interests  and  associates  again  joined  with  the 
Todd  Shipbuilding  Corp.  in  forming  Todd-California  Shipbuilding  Corp.,  of  which 
Mr.  Henry  J.  Kaiser  was  president  and  which  contracted  with  the  British  Gov- 
ernment to  build  a seven-way  shipyard  at  Richmond,  Calif.,  and  30  cargo  ships.' 
This  yard  was  completed  in  August  1941  and  in  February  1942  the  Todd  in- 
terests in  this  corporation  were  acquired,  the  name  of  the  corporation  having 
been  changed  to  the  Permanente  Metals  Corp.  and  the  British  contract  was 
completed  by  this  company  under  the  sponsorship  and  management  of  the  Kaiser 
interests.  . 

Through  participation  and  association  in  the  early  shipbuilding  activities  of 
Seattle-Tacoma  Shipbuilding  Corp.  and  Todd-California  Shipbuilding  Corp.  by 
individuals  who  later  became  or  continued  as  officers,  directors,  or  key  personnel 
of  this  company,  shipbuilding  experience  and  “know-how”  was  obtained  which 
was  manifested  early  in  1942  when  this  company  and  Oregon  Shipbuilding  Corp. 
attained  and  thereafter  maintained  shipbuilding  production  records  which  set 
the  pace  in  liberty  ship  construction  for  the  entire  Nation. 

7.  The  names  of  all  officers,  directors,  or  stockholders  aiming  more  than  5 
percent  of  the  capital  stock  of  the  company  who  have  held  positions  as  officers 
or  directors  of  another  company  which  had  contracts  with  the  Maritime  Com- 
mission or  the  War  Shipping  Administration.— No  individual  owns  any  of  the 
stock  of  this  company.  For  your  information,  however,  a schedule  is  attached 
as  exhibit  F which  shows  the  names  of  officers  and  directors  holding  such  posi- 
tions in  one  or  more  of  the  following  corporations  which  had  contracts  with 
the  United  States  Maritime  Commission  or  the  War  Shipping  Administration : 

Kaiser  Co.,  Inc. 

The  Permanente  Metals  Corp. 

Richmond  Shipbuilding  Corp. 

Kaiser  Fleetwings,  Inc.  (formerly  Kaiser  Cargo,  Inc.) 

Oregon  Shipbuilding  Corp. 

Columbia  Construction  Co. 

In  addition,  Messrs.  Henry  J.  Kaiser,  G.  G.  Sherwood,  and  Edgar  F.  Kaiser 
were  officers  and/or  directors  of  California  Shipbuilding  Corp.  until  April  1945. 

8.  The  names  of  all  officers,  director's  or  stockholders  owning  more  than  5 
percent  of  the  capital  stock  of  the  company  who  have  owned  5 percent  or  more 
of  the  capital  -stock  of  another  company  which  had  contracts  with  the  United 
States  Maritime  Commission  or  the  War  Shipping  Administration. — No  indivi- 
duals owned  any  stock  in  this  company,  all  stockholders  being  corporations. 
For  a schedule  of  all  corporations  which  have  ever  owned  stock  in  this  company 
please  refer  to  the  answer  to  question  5.  Of  the  corporations  listed  in  the 
answer  to  question  5,  we  only  have  information  respecting  Henry  J.  Kaiser  Co 
and  the  Kaiser  Co.  The  requested  information  in  regard  to  these  companies  is 
included  in  the  answer  to  question  13  of  a similar  questionnaire  addressed  by 
your  committee  to  Kaiser  Co.,  Inc.  Reference  is  made  to  the  report  of  Kaiser 
Co.,  Inc.,  in  answer  to  said  questionnaire  being  submitted  simultaneously  here- 
with. As  to  other  corporations  Involved,  this  company  does  not  have  the  re- 
quested information  nor  the  means  of  securing  it. 
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INFORMATION  PERTAINING  TO  BOTH  THE  PERMANENTE  METALS  COBP,  AND  RICHMOND 

SHIPBUILDING  CORP. 

.9.  Description  of  all  contracts  between  the  company  and  Maritime  Commis- 
sion,— Please  refer  to  exhibit  G for  information  pertaining  to  all  Maritime  Com- 
mission contracts  of  the  Permanente  Metals  Corporation  and  its  subsidiary, 
Richmond  Shipbuilding  Corporation,  which  also  shows  the  allocation  of  the 
contracts;  between  the  respective  companies.  In  summary,  the  total  number  of 
ships  constructed  and  delivered  by  the  two  companies  was  631.  The  total  volume 
of  work  performed  for  the  Maritime  Commission  by  the  two  companies  was 
$1,269,016,782.  The  total  profit  on  this  volume  of  work,  after  Federal  income 
taxes,  was  $15,  817,  506,  or  1.25  percent.  However,  losses  on  other  operations  of 
the  company  reduced  the  profit  to  $8,999,715  or  0.71  percent  of  the  total  volume 
of  shipbuilding  work.  | 

10.  The  fees  and  profits  under  each  of  the  aforementioned  contracts  allowed 
after  renpgotia  Hon. — Please  refer  to  exhibits  G and  H for  this  information. 

11.  The  status  of  each  contract  still  subject  to  renegotiation  giving , wherever 
possible , information  shouting  the  opinion  of  the  Price  Adjustment  Board  and 
your  conipany  as  to  the  fees  and  profits  permissible  under  each  co'ntra-ct. — 
All  contracts  of  the  Permanente  Metals  Corp.  and  Richmond  Shipbuilding  Corp. 
were  renegotiated  by  the  United  States  Maritime  Commission  on  a consolidated 
basis  ancj  reference  is  made  to  exhibit  H for  the  requested  information  con- 
cerning both  companies. 

12.  The  total  cost  to  the  Government  of  the  shipyards  and  facilities  used  by 
the  company. — The  total  cost  of  the  shipyards  and  facilities  used  by  the  Perma- 
nente Metals  Corp.  and  Richmond  Shipbuilding  Corp.  was  $35,421,775.59,  all  of 
which  were  constructed  by  the  companies  without  fee  or  profit  being  paid  by  the 
Maritime:  Commission.  For  further  details,  please  refer  to  exhibit  I,  attached. 

INFORMATION  CONCERNING  TITE  RICHMOND  SHIPBUILDING  CORP. 

1.  The  date  on  which  the  company  was  formed  and  a copy  of  its  corporate 
charter.— ^Richmond  Shipbuilding  Corp.  was  incorporated  on  April  1,  1941.  A 
copy  of  its  certificate  of  incorporation  is  attached  hereto  as  exhibit  J. 

2.  Total  capital  of  the  company , giving  a break-down  of  the  types  of  stock  and 
securities,— The  total  amount  available  for  shipbuilding  operations  of  this  com- 
pany was  $2,360,000,  comprised  of  $360,000  in  capital  stock  and  $2,000,000  in 
private  bank  loans  not  guaranteed  by  the  Government  or  any  agency  thereof. 
See  exhibit  K,  attached,  for  further  particulars. 

3.  The  {names  of  all  officers  and  directors  and  a statement  of  their  annual  com- 
pensation,— Th  3 names  of  all  officers  and  directors  are  shown  on  exhibit  L 
attached  hereto.  No  officer  or  director  received  compensation  for  holding  any 
office  or  directorship  as  such.  All  compensation  was  for  services  rendered  as 
an  employee  of  the  company  and  reference  is  made  to  exhibit  M,  attached  hereto, 
for  a fuli  statement  of  the  compensation  paid  such  employees. 

4.  The  names  of  all  officers  and  employees  who  have  received  compensation 
of  over  $15,000  per  annum.,  giving  the  amounts  received  and  the  extent  to  which 
such  payments  were  recompensable  by  the  Maritime  Commission. — Exhibit  M, 
attached  i hereto,  contains  schedules  showing  not  only  the  information  requested, 
but  also  ‘the  compensation  of  all  individuals  who  have  been  officers  or  directors 
of  any  oi  the  following  companies: 

The  Permanente  Metals  Corp.  Kaiser  Fleetwmgs,  Inc. 

Kaiser  Co.,  Inc.  Richmond  Shipbuilding  Corp. 

Oregon  Shipbuilding  Corp. 

Please  refer  to  the  answer  to  question  4 respecting  the  Permanente  Metals 
Corp.  foil  further  information  relative  to  compensation  paid  to  officers,  directors, 

or  employees.  , , „ , 

5 The.  names  of  all  persons,  associates,  or  corporations  holding  5 percent  or 
more  of  'the  capital  stock  of  the  company,  giving  the  amounts  of  capital  stock 
held  by  each- Please  refer  to  exhibit  N for  this  information.  _ 

6,  The  shipbuilding  experience  prior  to  tOJ/i  of  all  officers , directors,  and  stock - 

holders  Aolding  over  5 percent  of  the  capital  stock  of  the  company.  1 he  answer 
to  this  Question  is  the  same  for  both  the  Permanente  Metals  Corp.  and  this 
company!  Therefore,  please  refer  to  the  answer  to  question  6,  submitted  here- 
with, respecting  the  Permanente  Metals  Corp.  . , , 

7.  The,  names  of  all  officers,  ’ directors,  or  stockholders  owning  more  than  5 
percent  of  the  capital  stock  of  the  company  who  have  held  positions  as  officers 
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or  directors  of  another  company  which  had  contracts  with  the  Maritime  Com- 
mission or  the  War  Shipping  Administration. — The  answer  to  this  question  is 
the  same  for  both  the  Perinanente  Metals  Corp.  and  this  company.  Therefore 
please  refer  to  the  answer  to  question  6,  submitted  herewith,  respecting  the 
Permanente  Metals  Corp.  ■ 

8.  The  names  of  all  officers,  directors,  or  stockholders  owning  more  than  5 
pet  cent  of  the  capital  stock  of  the  company  who  have  owned  o percent  or  more 
■ of  capital  stock  of  another  company  which  had  contracts  with  the  Maritime  Com- 
mission or  the  War  Shipping  Administration.— The  sole  stockholder  of  Richmond 
Shipbuilding  Corp.  is  the  Permanente  Metals  Corp.  No  Individual  has  owned 
in  excess  of  5 percent  of  the  stock  of  the  Permanente  Metals  Corp.,  all  of 
vhich  is  held  by  various  other  corporations.  Please  refer  to  exhibits  E and  N 
and  to  the  answer  to  question  8,  submitted  herewith,  respecting  the  Permanente 
Metals  Corp.  for  further  particulars. 

We  shall  be  pleased  to  furnish  you  with  any  other  information  you  may 
desire. 

Respectfully  submitted. 

The  Permanente  Metals  Coup., 

By  IIeney  J.  Kaiser,  President. 


Exhibit  A 

Amended  Certificate  of  Incorporation  of  Todd-Cat.ifornia  Shipbuilding 
Corporation,  Before  Payment  of  Capital 

Mnfc-The  name  of  the  corporation  Is  Todd-California  Shipbuilding  Cor- 

Second.— Us  principal  office  in  the  State  of  Delaware  is  located  at  No.  100 
. West  lenth  Street,  in  the  City  of  Wilmington,  County  of  New  Castle.  The  name 
and  address  of  its  resident  agent  Is  The  Corporation  Trust  Company,  No.  100 
West  Tenth  Street,  Wilmington,  Delaware. 

Third.— The  nature  of  the  business,  or  objects  or  purposes  to  be  transacted, 
promo  tort,  or  carried  on  are : 

To  build,  equip,  operate,  maintain,  buy,  sell,  deal  in  and  with,  own,  charter  and 
otherwise  dispose  of  ships,  vessels,  and  boats  of  every  nature  and  kind  what- 
soever together  with  all  materials,  articles,  tools,  machinery,  and  appliances 
entering  into  or  suitable  and  convenient  for  the  construction  or  equipment 
thereof,  together  with  engines,  boilers,  machinery,  appurtenances,  tackle,  apparel 
and  furniture  of  all  kinds;  to  buy,  lease,  or  otherwise  acquire,  construct,  main- 
tain, and  operate  wharves,  piers,  docks,  and  warehouses;  to  construct  and  main- 
tain for  the  use  of  the  company  or  for  letting  out  on  hire,  graving  and  other 
docks  and  other  conveniences  tor  the  building,  repairing,  or  docking  of  ships  and 
other  vessels,  and  to  aid  in  or  contribute  to  the  construction  of  any  such  works- 
to  buy  or  otherwise  acquire  ships  and  vessels,  complete  or  not  complete  sound’ 
or  out  of  repair,  for  the  purpose  of  improving,  reselling,  chartering,  or  otherwise 
making  a profit  out  of  the  same,  to  carry  on  a general  contracting  business 

To  manufacture,  buy,  or  otherwise  acquire,  own,  mortgage  sell  assign  trnns- 
fer.  or  otherwise  dispose  of,  trade  and  deal  in  and  with  goods!  wares  and  mer- 
chandise  and  personal  property  of  every  class  and  description 

to  take,  own  hold,  deal  in,  mortgage,  or  otherwise  give  liens  against  and  to 
property  ' ^ “ trnnSfer  or  in  ™*™er  whatever,  to  SK 'of real 

J°slre  ™d  pay  for  in  cash,  stock,  or  bonds  of  this  corporation,  the  good- 
of  ^?sets’  a,l!  property,  and  to  undertake  or  assume  the  whole  or  any  part 

of  the  obligations  or  liabilities  of  any  person,  firm,  association  or  corner*  Hnn  P 
acquire,  hold,  use,  sell,  lease,  grant  licenses  in  respect  of’  mortgage' or  other- 

ssssfrjgj&sxr  ‘"lall"s  - ” -*  - »=Sn 

■ 3,°  Ioan  ffioney.  to  guarantee,  purchase,  hold,  sell,  assign,  transfer  mortgage 
pledge,  or  otherwise  dispose  of  (as  principal  or  agent)  shares  of  the  capital  stodr 
of  or  any  bonds,  securities,  or  evidences  of  indebtedness  created  bv  anv  o her 
ooi point] on  or  corporations  organized  under  the  laws  of  this  state  or  ™ oiw 
s ate  country,  nation,  or  government,  and  while  the  ownei  thereof  to  « 
all  the  rights,  powers,  and  privileges  of  ownership.  ercise 
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To  promote  or  to  aid  in  any  manner,  financially  or  otherwise,  any  corporation 
or  association,  and  for  this  purpose  guarantee  or  become  a surety  upon  the  con- 
tracts, dividends,  stock,  bonds,  notes,  or  other  obligations  of  such  other  cor- 
poratioBS  or  associations,  and  to  do  any  other  acts  or  things  designed  to  protect, 
preserve,  improve,  or  enhance  the  value  of  the  stock,  bonds,  or  other  evidences 
of  indebtedness  or  securities  of  such  other  corporation. 

To  enter  into  any  lawful  arrangements  for  sharing  profits  and/or  losses, 
union  of  interests,  reciprocal  concessions  or  cooperation  with  any  corporation, 
association,  partnership,  syndicate,  person,  governmental,  municipal,  or  public 
authority,  domestic  or  foreign,  in  the  carrying  on  of  any  business  which  this 
corporation  is  authorized  to  carry  on,  or  any  business  or  transaction  deemed 
necessary,  convenient,  or  incidental  to  carrying  out  any  of  the  purposes  of  the 

corporation.  . 

To  borrow^  money  for  any  of  the  purposes  of  this  corporation,  and  to  issue 
bonds,  debentures,  notes,  or  other  obligations  therefor,  and  to  secure  the  same  by 
pledge  or  mortgage  of  the  whole  or  any  part  of  the  property  of  this  corporation, 
whether  real  or  personal,  or  to  issue  bonds,  debentures,  notes,  or  other  obligations 
without  any  such  security. 

To  purchase,  hold,  sell,  and  transfer  the  shares  of  its  own  capital  stock ; pro- 
vided it  shall  not  use  its  funds  for  the  purchase  of  its  own  shares  of  capital 
stock  when  such  use  would  cause  any  impairment  of  its  capital ; and  provided 
further,  tjhat  shares  of  its  own  capital  stock  belonging  to  it  shall  not  be  voted 
upon  directly  or  indirectly.  .. 

To  carry  on  any  other  lawful  business  whatsoever  which  may  seem  to  the 
corporation  capable  of  being  carried  on  in  connection  with  the  above,  or  calculated 
directly  dr  indirectly  to  promote  the  interests  of  the  corporation,  or  to  enhance 
the  value! of  its  properties ; and  to  have,  enjoy,  and  exercise  all  the  rights,  powers, 
and  privileges  which  are  now  or  wiiich  may  hereafter  be  conferred  upon  cor- 
porations! organized  under  the  same  statutes  as  this  corporation. 

The  foregoing  clauses  shall  be  construed  both  as  objects  and  powers,  and  it 
is  hereby  expressly  provided  that  the  foregoing  enumeration  of  specific  powers  - 
shall  not  be  held  to  limit  or  restrict  in  any  manner  the  powers  of  this  corporation. 

Fourth — The  total  number  of  shares  of  stock  which  the  corporation  shall  have 
authority;  to  Issue  is  five  thousand  (5,000)  ; all  of  such  shares  shall  be  without 
par  value.  , „ . , _ . , 

At  all  elections  of  directors  of  this  corporation  each  holder  of  record  of  stock 
possessing  voting  power  shall  be  entitled  to  as  many  votes  as  shall  equal  the 
number  of  shai  es  of  his  stock  multiplied  by  the  number  of  directors  to  be  elected 
and  he  may  cast  all  of  such  votes  for  a single  director  or  he  may  distribute  them 
among  the  number  to  be  voted  for  or  any  two  or  more  of  them  as  he  may  see  fit, 
and  thus 'exercise  the  right  of  cumulative  voting. 

Fifth.— -The  amount  of  capital  with  which  the  corporation  will  commence 
business  jis  One  Thousand  Dollars  ($1,000.00). 

Sixth  —The  names  and  places  of  residence  of  the  incorporators  are  as  follows  : 
Nan teg  Residences 

R F lewis  __  Wilmington,  Delaware 

r w Herman  - "T. - Wilmington,  Delaware 

Walter  £e Wilmington,  Delaware 

Seventh. — The  corporation  is  to  have  perpetual  existence. 

Eighth. — The  private  property  of  the  stockholders  shall  not  be  subject  to  the 
payment!  of  corporate  debts  to  any  extent  whatever. 

Ninth.- — In  furtherance,  and  not  in  limitation  of  the  powers  conferred  by 
statute,  the  board  of  directors  is  expressly  authorized  : 

To  make,  al  ter,  or  repeal  the  bylaws  of  the  corporation. 

To  authorize  and  cause  to  be  executed  mortgages  and  liens  upon  the  real  and 

personal  property  of  the  corporation. 

To  set;  apart  out  of  any  of  the  funds  of  the  corporation  available  for  dividends 
a reserve  or  reserves  for  any  purpose  or  to  abolish  any  such  reserve  in  the 
manner  'in  which  it  was  created.  . , . 

• By  resolution  or  resolutions,  passed  by  a majority  of  the  whole  board  to  desig- 
nate one  or  more  committees,  each  committee  to  consist  of  two  or  more  of  the 
directors  of  the  corporation,  which,  to  the  extent  provided  in  said  resolution  or 
resolutions  or  in  the  bylaws  of  the  corporation,  shall  have  and  may  exercise  the 
powers  of  the  board  of  directors  in  the  management  of  the  business  and  affairs 
of  the  corporation,  and  may  have  power  to  authorize  the  seal  of  the  corporation 
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to  be  affixed  to  all  papers  which  may  require  It.  Such  committee  or  committees 
shall  have  such  name  or  names  as  may  be  stated  in  the  bylaws  of  the  corpora- 
tion or  as  may  be  determined  from  time  to  time  by  resolution  adopted  by  the 
board  of  directors. 

When  and  as  authorized  by  the  affirmative  vote  of  the  holders  of  two-thirds 
of  the  stock  issued  and  outstanding  having  voting  power  given  at  a stockholders’ 
meeting  duly  called  for  that  purpose,  or  when  authorized  by  the  written  con- 
sent of  the  holders  of  two-thirds  of  the  voting  stock  issued  and  outstanding,  to 
sell,  lease  or  exchange  all  of  the  property  and  assets  of  the  corporation,  includ- 
ing its  good  will  and  its  corporate  franchises,  upon  such  terms  and  conditions 
and  for  such  consideration,  which  may  be  in  whole  or  in  part  shares  of  stock  in, 
and/or  other  securities  of,  any  other  corporation  or  corporations,  as  its  board  of 
directors  shall  deem  expedient  and  for  the  best  interests  of  the  corporation. 

The  corporation  may  in  its  by-laws  confer  powers  upon  its  board  of  directors 
in  addition  to  the  foregoing,  and  in  addition  to  the  powers  and  authorities  ex- 
pressly conferred  upon  it  by  statute. 

Tenth. — In  the  event  that  any  authorized  but  unissued  stock  or  any  new  class 
of  stock  shall  be  created,  or  the  authorized  number  of  shares  of  stock  of  the  cor- 
poration shall  be  increased,  or  there  shall  be  issued  any  bonds,  notes,  debentures, 
or  other  securities  other  than  stock,  convertible  into  stock,  the  holders  of  shares 
of  stock  of  the  corporation  outstanding  at  the  time  such  authorized  but  unissued 
stock  or  new  class  of  stock,  or  such  increase,  is  offered  for  subscription,  shall 
have  the  right  to  subscribe  for  the  shares  of  such  new  class  of  stock  and  for  any 
shares  of  such  increased  stock  so  to  be  issued,  or  notes,  debentures  or  other  se- 
curities other  than  stock  convertible  into  stock,  before  the  same  is  offered  for 
public  subscription,  in  proportion  to  the  number  of  shares  owned  respectively 
by  each  of  the  holders  of  such  stock. 

Eleventh— The  corporation  may  enter  into  contracts  or  transact  business  with 
one  or  more  of  its  directors,  or  with  any  firm  of  which  one  or  more  of  its  directors 
are  members,  or  with  any  corporation  or  association  in  which  any  one  of  its 
directors  is  a stockholder,  director  or  officer,  and  such  contact  or  transaction 
shall  not  be  invalidated  or  in  any  wise  affected  by  the  fact  that  such  director  or 
directors  have  or  may  have  interests  therein  which  are  or  might  be  adverse  to 
the  interests  of  the  corporation,  even  though  the  vote  of  the  director  or  directors 
having  such  adverse  interest  shall  have  been  necesary  to  obligate  the  corporation 
upon  such  contract  or  transaction ; and  no  director  or  directors  having  such  ad- 
verse interest  shall  be  liable  to  the  corporation  or  to  any  stockholder  or  creditor 
thereof,  or  to  any  other  person,  for  any  less  incurred  by  it  under  or  by  reason  of  any 
such  contract  or  transaction ; nor  shall  any  such  director  or  directors  be  account- 
able for  any  gains  or  profits  realized  thereon:  Always  provided,  however,  that 
such  contract  or  transaction  shall  at  the  time  at  which  it  was  entered  into  have 
been  a reasonable  one  to  have  been  entered  into  and  shall  have  been  upon  terms 
that  at  the  time  were  fair. 

Twelfth.— Whenever  a compromise  or  arrangement  is  proposed  between  this 
corporation  and  its  creditors  or  any  class  of  them  and/or  between  this  corporation 
and  its  stockholders  or  any  class  of  them,  any  court  of  equitable  jurisdiction 
within  the  State  of  Delaware  may,  on  the  application  in  a summary  way  of  this 
corporation  or  of  any  creditor  or  stockholder  thereof,  or  on  the  application  of  any 
receiver  or  receivers  appointed  for  this  corporation  under  the  provisions  of 
Section  4407  of  the  Revised  Code  of  1935  of  said  State,  or  on  the  application  of 
trustees  in  dissolution  or  of  any  receiver  or  receivers  appointed  for  this  cor- 
poration under  the  provisions  of  Section  43  of  the  General  Corporation  Law  of 
the  State  of  Delaware,  order  a meeting  of  the  creditors  or  class  of  creditors, 
and/or  of  the  stockholders  or  class  of  stockholders  of  this  corporation,  as  the  case 
may  be,  to  be  summoned  in  such  manner  as  the  said  Court  directs.  If  a majority 
in  number  representing  three-fourths  in  value  of  the  creditors  or  class  of  creditors, 
and/or  of  the  stockholders  or  class  of  stockholders  of  this  corporation,  as  the 
case  may  be,  agree  to  any  compromise  or  arrangement  and  to  any  reorganization 
of  this  corporation  as  consequence  of  such  compromise  or  arrangement,  the  said 
compromise  or  arrangement  and  the  said  reorganization  shall,  if  sanctioned  by 
the  Court  to  which  the  said  application  has  been  made,  be  binding  on  all  the 
creditors  or  class  of  creditors,  and/or  on  all  the  stockholders  or  class  of  stock- 
holders, of  this  corporation,  as  the  case  may  be,  and  also  on  this  corporation 

Thirteenth. — Meetings  of  stockholders  may  be  held  without  the  State  of  Dela- 
ware, if  the  bylaws  so  provide.  The  hooks  of  the  corporation  may  be  kept 
(subject  to  any  provision  contained  in  the  statutes)  outside  of  the  State  of 
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Delaware  at  such  place  or  places  as  may  be  from  time  to  time  designated  by 
the  board  of  directors. 

Fourteenth. — The  corporation  reserves  the  right  to  amend,  alter,  change  or 
repeal  any  provision  contained  in  this  certificate  of  incorporation,  in  the  manner 
now  or  hereafter  prescribed  by  statute,  and  all  rights  conferred  upon  stock- 
holders heijein  are  granted  subject  to  this  reservation. 

We,  the  undersigned,  being  each  of  the  incorporators  of  Todd-California  Ship- 
building Corporation,  a corporation  heretofore  formed  in  pursuance  of  the  Gen- 
eral Corporation  Law  of  the  State  of  Delaware,  being  Chapter  05  of  the  Revised 
Code  of  Delaware  and  the  acts  amendatory  thereof  and  supplemental  thereto, 
and  being  the  incorporators  named  in  the  original  certificate  of  incorporation 
thereof,  which  was  duly  filed  in  the  office  of  the  Secretary  of  State  on  the  9th 
day  of  December,  1940,  and  a certified  copy  thereof  recorded  in  the  Recorder’s 
office  at  "Wilmington,  Delaware,  on  the  9th  day  of  December  1940,  and  no 
part  of  the  capital  of  said  corporation  having  been  paid,  do  hereby  pursuant 
to  the  provisions  of  Section  25  of  said  General  Corporation  Law,  Amend  said 
original  certificate  of  incorporation  so  that  the  same  shall  read  as  hereinbefore 
set  forth;  find  accordingly  we  do  hereby  set  our  hands  and  seals  this  16th  day 
of  December  A.  D.  1940. 

It.  F.  Lewis.  [seal] 

L.  II.  Herman,  [seal] 
Walter  Lenz.  [smal]  ' 

In  the  presence  of — 

Harold  E.  Grantland. 


State  of  Delaw  .are, 

Counti)  of  New  Castle,  ss: 

Be  it  remembered,  that  on  this  10 1 b day  of  December  A.  D.  1940,  personally 
appeared  before  me,  Harold  E.  Grantland,  a Notary  Public  for  the  State  of 
Delaware,  R.  F.  Lewis,  L.  II.  Herman,  and  Walter  Lenz,  all  of  the  parties  to 
the  foregoing  amended  certificate  of  incorporation,  known  to  me  personally  to 
be  such,  and  severally  acknowledged  the  said  amended  certificate  to  be  the  act 
and  deed  of  the  signers  respectively  and  that  the  facts  therein  stated  are  truly 
set  forth. 

Given  under  my  hand  and  seal  of  office  the  day  and  year  aforesaid. 

Hahot.d  E.  Grantland,  Notary  Public. 

Appointed  January  10, 1939,  State  of  Delaware,  term  two  years. 


CERTIFICATE]  OF  AMENDMENT  OF  AMENDED  CERTIFICATE  OF  INCORPORATION,  OF  TODD- 

California  Shipbuilding  Corporation 

Todd-California  Shipbuilding  Corporation,  a corporation  organized  and  exist- 
ing under  and  by  virtue  of  the  General  Corporation  Law  of  the  State  of  Delaware, 
does  hereby  certify : 

First. — That  the  Board  of  Directors  of  said  corporation,  at  a meeting  duly 
convened  and  held,  adopted  a resolution  proposing  and  declaring  advisable  the 
following  amendment  to  the  Amended  Certificate  of  Incorporation  of  this  cor- 
poration : ; 

Resolved,  That  the  Amended  Certificate  of  Incorporation  of  Todd-California 
Shipbuilding  Corporation  be  amended  by  changing  the  article  thereof  num- 
bered !“First”  so  that,  as  amended,  the  said  article  shall  he  and  read  as 
follows : 

“First. — The  name  of  this  corporation  is  the  Permanente  Metals  Corpora- 


tion.” : 

Second— That  the  said  amendment  has  been  consented  to  and  authorized  by 
the  holders  of  al  l the  issued  and  outstanding  stock,  entitled  to  vote,  by  a written 
consent  given  in  accordance  with  the  provisions  of  Section  St  of  the  General 
Corporation  Law  of  Delaware,  and  filed  with  the  corporation  on  the  8th  day 
of  November  1941. 

Third. — That  the  aforesaid  amendment  was  duly  adopted  in  accordance  with 
'the  applicable  provisions  of  Sections. 26  and  81  of  the  General  Corporation  Law 
of  Delaware. 


Fourth. - 


of  said  corporation. 


-That  said  amendment  does  not  effect  any  change  in  the  issued  shares 
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In  witness  whereof,  the  said  Todd-California  Shipbuilding  Corporation  has 
caused  its  corporate  seal  to  be  hereunto  ailixed  and  this  certificate  to  be  signed 
by  Edgar  F.  Kaiser,  its  Vice-President,  and  E.  E.  Trefethen,  Jr.,  its  Secretary 
this  8th  day  of  November  1941,  ” 

l todd-califoenia  shipbuilding  corporation 

CORPORATE  SEAL 
1940 

DELAWARE] 

Todd-California  Shipbuilding  Corporation. 

By  Edgar  P.  Kaiser,  Vice  President. 

„ By  E.  E.  Trefethen,  Jr.,  Secretary. 

State  of  California, 

County  of  Alameda,  ss: 

Be  it  remembered,  that  on  this  8th  day  of  November,  1941,  personally  came 
before  me,  Nellie  I.  Phillips,  a Notary  Public,  in  and  for  the  County  and  State 
aforesaid,  Edgar  P.  Kaiser,  Vice-President  of  Todd-California  Shipbuilding 
Corporation,  a corporation  of  the  State  of  Delaware,  the  corporation  described 
in  and  which  executed  the  foregoing  certificate,  known  to  mo  personally  to  be 
such,  and  he,  the  said  Edgar  P.  Kaiser,  as  such  Vice-President,  duly  executed 
said  certificate  before  me  and  acknowledged  the  said  certificate  to  be  his  act  and 
deed  and  the  act  and  deed  of  said  corporation;  that  the  signatures  of  the  said 
Vice-President  and  of  the  Secretary  of  said  corporation  to  said  foregoing  cer- 
tificate are  in  the  handwriting  of  the  said  Vice-President  and  Secretary  rosnec- 
tively,  of  said  corporation,  and  that  the  seal  affixed  to  said  certificate  is  the  com- 
mon or  corporate  seal  of  said  corporation. 

. , , . , Nellie  I.  Pun. ups, 

Notary  Public  in  and  for  the  Comity  of  Alameda,  state  of  California. 

My  commission  expires  April  17,  1944. 


Exhibit  B 

The  Permanente  Metals  Corp. 

ANSWER  TO  QUESTION  NO.  2 OF  QUESTIONNAIRE  OF  JULY  27,  1946 

General 

■ Tbi?  company  consists  of  various  divisions,  of  which  the  U.  S.  M.  C Shinbuild- 
mg  Division  is  one.  Capital  employed  varied  for  each  various  division  ; 

U.  h.  M.  C.  Shipbuilding  Division. — Capital  employed  in  the  U S M C «i,ir, 
building  division  consisted  of ; ....  snip 

Maximum  Maximum 

commitment  used 

Bank  loans  (not  guaranteed) 000  000  W non  mm 

Loans  and! Advances  for  Subsidiary  Company 1 2’  500  000 


Other  divisions.  Capital  employed  in  other  divisions  included ; 


$7,  500,  000 


Maximum 

‘nn/<<  , , outstanding- 

RFC  loans,  secured  _ a*k  aaa 

Cairita?  w0 

$28,  935,  000 

Over-all  operations. —It  should  be  noted  that  in  addition  to  the  above  no  divi- 
fnnu!  ih  0 paid.untl11  after  completion  of  the  shipbuilding  program,  all  available 
funds  being  employed  in  the  operations  of  the  business  or  to  reduce  borrowings. 
Details 

Shipbuilding  division. — 

Bank  loans:  These  funds  were  borrowed  from  Bank  of  America.  They  were 
i'y  any  bra"ch’  agency,  subdivision,  etc.  of  the  U.  S.  Govern- 
ment. The  maximum  commitment  at  any  one  time  was  $6  000  000  Maximum 

borrowings  were  $5,000,000.  All  of  these  loans  have  been  repaid! 

93486—48 28 
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Loans  and  advances  from  subsidiary  company  : These  loans  and  advances  were 
secured  from  Richmond  Shipbuilding  Corporation  after  it  had  become  a wholly 
owned  subsidiary,  and  represented  temporarily  surplus  funds.  Rather  than 
increase  bank  borrowings,  these  funds  were  made  available  without  interest. 

All  of  these  advances  have  now  been  liquidated. 

Other  divisions. — 

RFC  loans,  secured:  In  connection  with  the  Permanente  Magnesium  opera- 
tions, the  company  borrowed  a maximum  of  $28,475,000  from  the  RFC.  These 
loans  wer4  secured  by  mortgages  on  property,  pledge  of  profits  from  U.  S.  M.  C. 
and  other  shipyard  profits,  pledge  of  stock  of  Richmond  Shipbuilding  Corpora- 
tion, partial  gua  ranty  by  that  company,  and  otherwise. 

These  loans  have  all  been  paid,  together  with  interest  at  4%.  Final  payment 
was  well  ip  advance  of  due  date. 

Capital  stock. — All  common,  no  par  value. 

Amount^ : 

December  1940  to  December  1941 $100,  000 

December  1941  to  May  1946 460,  000 

May  1946  to  present db»,  aoo 

Over-all  operations— As  noted  above,  all  earnings  were  held  available  for  use 
in  reducing  mortgage  and  bank  obligations,  and  to  supply  working  capital  to 
replace  such  borrowings,  no  dividends  being  paid  until  after  completion  of  the 
shipbuilding  program.  


Exhibit  C 

The  Permanente  Metals  Corp. 

List  of  all  officers  and  directors  from  date  of  organization  to  July  31,  19^6,  and 

annual  compensation 1 


Present  officers  and  directors: 
President:  Henry  J.  Kaiser. . 
Vice  presidents: 

E.  F|.  Kaiser 

C.  P.  Bedford 

E.  E.  Trefet.hen,  Jr 

J.  Fj  Reis.. 

C.  F.  Calhoun 

T.  A.  Bedford,  Jr 

D.  A.  Rhoades 

A.  B.  Ordway 

Secretary:  G.  G , Sherwood. _ 
Treasurer:  G.  G.  Sherwood.. 
Directors: 

Henry  J.  Kaiser 

E.  ]?.  Kaiser 

J.  Al  McEaehern 

H.  w.  Morrison 

L.  SL  Corey 

F.  Kahn 

W._G.  Swig-art 

E.  E . Trafethen,  Jr 

G.  I.  Shea 

Assistant  secretaries: 

C.  P.  Bedford.., 

G.  Jx.  Sherwood 

J.  F.  Reis 

P.  a.  Marrin 

G.  C.  Ober,  Jr 

H.  y.  Lindbergh 

R.  1,.  Bridges 

J.  Jj.  Lyman 

Doyald  Browne. 

J.  L.  Friedman.. 

F. p.  Becbill- — 

Assistant  treasurers : 

J.  F.  Reis 

C.  Wood 

Donald  Browne 


Date  title  held 


From 


Dec.  9, 1940 

Dec.  30,1940 
July  7, 1943 
Jan.  27,1942 
Feb.  27,1942 
Nov.  27, 1942 
Oct.  18,1945 
Mar.  19, 1946 
July  7, 1943 
Feb.  1, 1943 
Dec.  30,1940 

Doc.  9, 1940 
Dec.  20,1940 

do 

do 

do 

do 

do 

Feb.  25,1942 
Jan.  27,1942 

Dec.  30,1940 

do — 

do 

Feb.  25,1942 
Nov.  24, 1942 
Feb.  14,1944 
July  22,1944 
Aug.  21, 1944 
July  7,  1943 
Nov.  22, 1943 
Oct.  18,1945 

Dec.  30,1940 
Aug.  21,1944 
July  7, 1943 


To 


:H«e  footnote  at  end  of  table. 
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List  of  all  officers  and  directors  from  date  of  organization  to  July  SI,  1946,  and 
annual  compensation  — Continued 


Date  title  held 


From 


To 


Past  officers  and  directors: 
Vice  presidents: 

J.  Haag,  Jr 

S,  D.  Bechtel 

Secretaries: 

George  Havas 

E,  E.  Trefethen,  Jr_. 
Treasurer:  George  Havas 
Directors: 

Joseph  Haag,  Jr 

George  Havas 

C,  F.  Strenz.. 

E.  P.  Enter. 

S.  Dreska 

H.  J.  Lamont. 

J.  D.  Reilly 

J.  H.  Todd.. 

S.  D.  Bechtel .... 

J.  A.  McCone 

C.  A.  Shea 

W.  S.  Newell. 

Assistant  secretaries: 

C.  F.  Strenz.. 

E.  P.  Enter 

Assistant  treasurers: 

C.  F.  Strenz 

E,  P.  Enter.. 

R.  E.  Dill 


Dec.  9, 1940 
Dec.  30,1940 

Dec.  9, 1940 
Dec.  30,1940 
Dec.  9, 1940 

do 

do 

do 

do 

do 

Dec.  20,1940 

do 

- do 

do 

do.. 

do 

do 

Dec.  9, 1940 
do.. 

do 

do 

Aug.  21,1944 


Feb.  13,1942 
June  20,1945 

Doc.  30,1940 
Feb.  1, 1943 
Dec.  30,1940 

Fob.  13,1942 
Dec.  9, 1940 
Dec.  30,1940 
Dec.  20,1940 
Do. 

Feb.  14,1942 
Feb.  13,1942 
Do. 

June  20,1945 
Do. 

Jan.  27,1942 
Feb.  16,1942 

Feb.  13, 1942  . 
Do. 


Do. 

Do. 

Feb.  5, 1945 


1 No  officer  nor  director  received  compensation  for  holding  any  office  or  directorship : all 
compensation  was  for  services  rendered  as  an  employee  of  the  company,  during  period  of 
CJSMC  shipbuilding  operations.  The  only  paid  officer  during  any  period  resigned  and  was 
* taken  oft  the  pay  roll  prior  to  USMC  operations.  See  exhibit  D for  details  of  any  salaries 
paid. 
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Exhibit  0 

(Question  No.  9) 

Tiie  Permanents  Metals  Corporation  (Including  Richmond  Shipbuilding 

Corporation) 


Summary  of  shipyard  income  to  May  81, 191,6 


Shipbuilding 
USMC  con- 
tracts 

Operations 

Total 

Total  of  shipbuilding  contracts  (see  schedule  1) . . . 
Government  furnished  materials  (see  sehedulo  7)  — 

Total  contract  volume  (see  schedule  7)  

$726, 802, 282. 01 
642, 214,  500.  00 

1,269,016,782.  01 
53,  509,  636.  88 
37, 692, 071. 01 

Gross  profit  before  taxes  (see  sehedulo  1) 

Federal  income  taxes  (see  schedule  1) 

Net  profit  (see  schedule  1) 

Percent  of  net  profit  on  total  contract  volume 

i $23, 062,  288. 48 
16, 244,  437. 57 

$30,  447, 348.  40 
21, 447, 633. 04 

. 15,817,565.87 
1.25 

1 6, 817, 850. 91 

8, 999, 714. 96 

• Kod  figures. 
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(Question  No.  9 — Schedule  4) 


1 The  Permenente  Metals  Corf.  Yards  Nos.  1 and  2 


Transfers  of  fees  and  profits  to  and  from-  shipyards 


Contract 

ICaiser  Co., 
Inc.,  Richmond 
yard  No.  3 ; 

Tho  Perma- 
nente Metals 
Corp.  yards 
Nos.  1 and  2 

M Cc  16762  - 

1 $182, 602. 00 

2 8 130, 819. 75 

12  $182,602.00 

3 130,819, 75 

MCc  36279  

61, 682. 25 

s 61, 682. 25 

i To  meet  the  critical  war  need  for  Vc2-S-AP5  Victory  transports,  Kaiser  Go.,  Inc.,  with  the  approval 
of  tho  Commission,  outfitted  completely  seven  such  vessels  as  subcontractors  for  The  Permanente  Metals 
Oorp.,  the  latter  building  the  hulls  and  procuring  tho  material.  The  proportionate  amount  of  fees  for  such 
wort  was  agreed  between  tho  two  companies  as  being  $182,602,  and  The  Permanente  Metals  Corp.  accord- 
ingly transferred  such  amount  to  Kaiser  Co.,  Inc.,  and  reduced  their  fco  earnings  in  like  amount. 

1 Red  figures  (from  shipyards).  „ 

8 Contract  MCc  20279  was  issued  by  the  U.  S.  Maritime  Commission  to  Kaiser  Co,,  Inc.,  to  cover  ship 
repair  work  for  other  Government  agencies  such  as  War  Shipping  Administration,  U.  S.  Navy  and  U.  S. 
Army.  This  contract  (as  amended)  authorized  Kaiser  Co.,  Inc.,  to  allocate  ships  to  be  repairod,  to  The 
Permanente  Metals  Corp.  and  Kaiser  Cargo,  Inc.,  as  subcontractors.  Kaiser  Co;,  Inc.,  reduced  its  fee 
earnings  by  transferring  $130,819.75  to  The  Permanente  Metals  Corp. 


(Question  No.  9 — Schedule  5) 

The  Permanente  Metals  Corp.  Yards  Nos.  1 and  2 and  Richmond  Shipbuilding 
Division  (Formerly  Richmond  Shipbuilding  Corp.) 

Status  of  unpaid  and  unsettled  contract  amounts 
[Supplement  to  9 (E)  and  9 (PI)] 

I.  Final  settlement  of  unpaid  amounts  is  subject  to  completion  of  the  following : 

1.  Payment  by  the  contractor  and  obtaining  final  release  on  all  commit- 
ments pertaining  to  the  applicable  contracts. 

2.  Subsequent  preparation  by  the  contractor  of  final  statements  of  costs. 

3.  Audits  by  representatives  of  the  United  States  Maritime  Commission 
of  contractor’s  final  statement  of  costs. 

4.  Resolving  the  open  appeals  of  the  contractor  from  costs  disallowed  by 
the  United  States  Maritime  Commission  and  final  negotiation  thereof. 

5.  Final  determination  of  costs  and  resultant  agreement  of  amounts  to 
be  recaptured,  by  the  United  States  Maritime  Commission,  and/or  amounts 
due  the  contractor  from  the  United  States  Maritime  Commission. 

Every  reasonable  effort  is  being  extended  by  the  contractor  to  complete  item 
1 so  that  the  other  steps  listed  above  may  be  completed  to  effect  final  settlement 
at  the  earliest  possible  date.  Plowever,  in  view  of  the  tremendous  volume  of 
purchase  orders,  subcontracts,  and  other  commitment  documents  issued,  such 
work  is  unavoidably  slow.  In  the  interim,  the  contractor  and  the  United  States 
Maritime  Commission  Finance  Section  are  negotiating  tentative  settlements 
to  cover  a substantial  portion  of  the  amounts  involved,  leaving  minimum 
amounts  for  final  future  settlement. 

II.  Unpaid — “Retentions”  represents  at  May  31,  1946,  the  final  payments  due 
on  fixed  price  and  lump  sum  contracts,  withheld  by  the  United  States  Maritime 
Commission  in  accordance  with  the  terms  of  the  respective  contracts,  until  and 
if  the  recorded  costs  justify  additional  payments. 

Included  in  the  total  of  $3,819,716.13  unpaid  contract  amounts  per  schedule 
1 is  $1,400,000  representing  such  retentions. 
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(Question  No.  8 — Schedule  6) 

: The  Permanent®  Metals  Core.'— Magnesium  Division 
Loss  accumulative  to  May  SI,  1946 

Net  operating  profit $2,031,332.  00 

Interest  expense $3, 646,  026.  65 

Loss  on  abandonments 1, 422,  595.  23 

5, 068,  621.  88 

Net  loss  before  provision  for  amortization,  etc 3,  037,  289. 88 

Provision  for  amortization,  depreciation,  and  depletion 25,  417, 196. 74 

Net  loss  accumulative  to  May  31,  1946'  (per  financial  report  May 
31,  1946,  and  per  schedule  1) 28,  454,  486. 62 


i 
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Exhibit  E 

(Questions  Nos.  10  and  11 — Schedule  1) 

Peemanente  Metals  Corp.  and  Richmond  Shipbuilding  Corp. 
effect  of  renegotiation  on  fees  and  profits  and  status  of  CONTRACTS  STILL 

SUBJECT  TO  RENEGOTIATION 

1.  Fees  an^l  profits  as  shown  on  schedules  under  questions  9 represent  net 

fees  after  renegotiation.  iv/Tri«QQ77A  patww4?.  was  entered  into  under 

2.  Renegotiation  agreement  No c 1 i^7|0^eSfttyeara  ending 

date  of  November  14,  1944,  m which  excessive  p the  flscal 

May  31,  1942,  and  May  31  1943  for  fyor  Richmond  Ship- 

years  ending  Novombei  30,  1941,  and  Permanentfe  Metals  Oorp. 

building  Corp.  were  detenmned to  bo excessive  profits 

fordperman^MototeteCo?p.were  allocated* as  follows : $36,640.00  to  its  fiscal  year 

contract  No.  MCc2L15.  1Q  -iciak  renegotiation  agreement  No. 

Contracts0' NPMCC8265,  MCcl3102,  and  MCcl5T61  were  substantially  completed 

^Issssssss 

s»a 

S&ndum, ••«»“»“*, “SS™  r.°«T ..  ,« 

rSS»yCggA  N«.  MCC40300  ...  . 
contract  involving  only  a profit  of  $41,609.87. 


Exhibit  I 

(Question  No.  12— Schedule  1) 
Peemanente  Metals  Corp. 

Costs  of  shipyards  and  facilities  to  May  81,  19W 


Original  cost 


Shipyards  and  facilities : $5,  954, 342.  24 

Richmond  Shipbuilding  Division  (formerly  Richmond  shiP\  29  m 433  35 

building  Corp.) _ — 

35  421  775.  59 

Total  shipyards  and  facilities ’ 

CECTIFICATE  of  Incorporation  of  Richmond  Shipbuilding  Corp. 

First. — ijhe  name  of  SX^West 

aill c^^ny  ,tnS. 

or  ob'1ects  or  purposes  t0  be  ti'ansacted’ 

promoted  or  carried  on  are  * 
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To  build,  equip,  operate,  maintain,  buy,  sell,  deal  in  and  with,  own,  charter  and 
otherwise  dispose  of  ships,  vessels  and  boats  of  every  nature  and  kind  whatsoever, 
together  with  all  materials,  articles,  tools,  machinery  and  appliances  entering  into 
or  suitable  and  convenient  for  the  construction  or  equipment  thereof,  together 
with  engines,  boilers,  machinery,  appurtenances,  tackle,  apparel  and  furniture 
of  all  kinds ; to  buy,  lease  or  otherwdse  acquire,  construct,  maintain  and  operate 
wharves,  piers,  docks  and  warehouses ; to  construct  and  maintain  for  the  use  of 
the  company  or  for  letting  out  on  hire,  graving  and  other  docks  and  other  con- 
veniences for  the  building,  repairing  or  docking  of  ships  and  other  vessels,  and  to- 
aid  in  or  contribute  to  the  construction  of  any  such  works ; to  buy  or  otherwise- 
acquire  ships  and  vessels,  complete  or  not  complete,  sound  or  out  of  repair,  for 
the  purpose  of  improving,  reselling,  chartering  or  otherwise  making  a profit  out 
of  the  same,  to  carry  on  a general  contracting  business. 

To  manufacture,  buy  or  otherwise  acquire-,  own,  mortgage,  sell,  assign,  transfer 
or  otherwise  dispose  of,  trade  and  deal  in  and  ■with  goods,  wares  and  merchandise 
and  personal  property  of  every  class  and  description. 

To  take,  own,  hold  deal  in,  mortgage  or  otherwise  give  liens  against,  and  to 
lease,  sell,  exchange,  transfer  or  In  any  manner  whatever,  to  dispose  of  real 
property. 

To  acquire  and  pay  for  in  cash,  stock  or  bonds  of  this  corporation,  the  good 
will,  rights,  assets  and  property,  and  to  undertake  or  assume  the  whole  or  any 
part  of  the  obligations  or  liabilities  of  any  person,  firm,  association  or  corporation. 

To  acquire,  hold,  use,  sell,  lease,  grant  licenses  in  respect  of  mortgage  or  other- 
wise dispose  of,  letters  patent  of  the  United  States  or  any  foreign  country,  patent 
rights,  licenses,  privileges,  inventions,  improvements  and  processes,  copyrights, 
trademarks  and  trade  names,  relating  to  or  useful  in  connection  with  any  business 
of  this  corporation. 

To  loan  money,  to  guarantee,  purchase,  hold,  sell,  assign,  transfer,  mortgage, 
pledge  or  otherwise  dispose  of  (as  principal  or  agent)  shares  of  the  capital  stock 
of,  or  any  bonds,  securities  or  evidences  of  indebtedness  created  by  any  other 
corporation  or  corporations  organized  under  the  laws  of  this  state  or  any  other 
state,  country,  nation  or  government,  and  while  the  owner  thereof  to  exercise 
all  the  rights,  powers  and  privileges  of  ownership. 

To  promote  or  to  aid  in  any  manner,  financially  or  otherwise,  any  corporation 
or  association ; and  for  this  purpose  guarantee  or  become  a surety  upon  the 
contracts,  dividends,  stock,  bonds,  notes  or  other  obligations  of  such  other  cor- 
porations or  associations ; and  to  do  any  other  acts  or  things  designed  to  protect, 
preserve,  improve,  or  enhance  the  value  of  the  stock,  bonds,  or  other  evidences 
of  indebtedness  or  securities  of  such  other  corporation. 

To  enter  into  any  lawful  arrangements  for  sharing  profits  and/or  losses, 
union  of  interest,  reciprocal  concessions  or  cooperation  with  any  corporation, 
association,  partnership,  syndicate,  person,  governmental  municipal  or  public 
authority,  domestic  or  foreign,  in  the  carrying  on  of  any  business  which  this 
corporation  is  authorized  to  carry  on,  or  any  business  or  transaction  deemed 
necessary,  convenient  or  incidental  to  carrying  out  any  of  the  purposes  of  the 
corporation. 

To  borrow  money  for  any  of  the  purposes  of  this  corporation,  and  to  issue  bonds, 
debentures,  notes  or  other  obligations  therefor,  and  to  secure  the  same  by 
pledge  or  mortgage  of  the  whole  or  any  part  of  the  property  of  this  corporation, 
whether  real  or  personal,  or  to  issue  bonds,  debentures,  notes  or  other  obligations 
without  any  such  security. 

To  purchase,  hold,  sell,  and  transfer  the  shares  of  its  own  capital  stock ; pro- 
vided it  shall  not  use  its  funds  for  the  purchase  of  its  own  shares  of  capital 
stock  when  such  use  would  cause  any  impairment  of  its  capital;  and  provided 
further,  that  shares  of  its  own  capital  stock  belonging  to  it  shall  not  be  voted 
upon  directly  or  indirectly. 

To  carry  on  any  other  lawful  business  whatsoever  which  may  seem  to  the 
corporation  capable  of  being  carried  on  in  connection  with  the  above,  or 
calculated  directly  or  indirectly  to  promote  the  interests  of  the  corporation,  or 
to  enhance  the  value  of  its  properties ; and  to  have,  enjoy  and  exercise  all  the 
rights,  powers  and  privileges  which  are  now  or  which  may  hereafter  be  con- 
ferred upon  corporations  organized  under  the  same  statutes  as  this  corporation. 

The  foregoing  clauses  shall  be  construed  both  as  objects  and  powers ; and  it 
is  hereby  expressly  provided  that  the  foregoing  enumeration  of  specific  powers 
shall  not  be  held  to  limit  or  restrict  In  any  manner  the  powers  of  this  corporation. 

Fourth. — The  total  number  of  shares  of  stock  which  the  corporation  shall 
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have  authority  to  issue  is  ten  thousand  (10,000)  ; all  of  such  shares  shall  be 
without  j par  value. 

At  all;  elections  of  directors  of  this  corporation  each  holder  of  record  of  stock 
, possessing  voting  power  sl^all  be  entitled  to  as  many  votes  as  shall  equal  the 
number  of  shares  of  his  stock  multiplied  by  the  number  of  directors  to  be 
elected  and  he  may  cast  all  of  such  votes  for  a single  director  or  he  may  dis- 
tribute j;hem  among  the  number  to  be  voted  for  or  any  two  or  more  of  them 
as  he  may  see  lit,  and  thus  exercise  the  right  of  cumulative  voting. 

Fifth—  The  amount  of  capital  with  which  the  corporation  will  commence 
business;  is  One  Thousand  Dollars  ($1,000.00). 

Sixth.- — The  names  and  places  of  residence  of  the  incorporators  are  as  follows  : 

' Names  Residences 

K.  F.  Lewis : Wilmington,  Delaware. 

L.  H.  Herman Wilmington,  Delaware. 

Walter  Lenz Wilmington,  Delaware. 

Seventh. — The  corporation-  is  to  have  perpetual  existence. 

Eighth. — The  private  property  of  the  stockholders  shall  not  be  subject  to  the 
payment!,  of  corporate  debts  to  any  extent  whatever. 

Ninth', — In  furtherance,  and  not  in  limitation  of  the  powers  conferred  by 
statute,  the  board  of  directors  is  expressly  authorized  : 

To  in^ke,  alter,  or  repeal  the  bylaws  of  the  corporation. 

To  authorize  and  cause  to  be  executed  mortgages  and  liens  upon  the  real  and 
personal  property  of  the  corporation. 

To  se^;  apart  out  of  any  of  the  funds  of  the  corporation  available  for  divi- 
dends a; reserve  or  reserves  for  any  proper  purpose  or  to  abolish  any  such  re- 
serve in}the  manner  in  which  it  was  created. 

By  resolution  or  resolutions,  passed  by  a majority  of  the  whole  board  to  desig- 
nate one  or  more  committees,  each  committee  to  consist  of  two  or  more  of  the 
directory  of  the  corporation,  which,  to  the  extent  provided  in  said  resolution 
or  resolqtions  or  in  the  bylaws  of  the  corporation,  shall  have  and  may  exercise 
the  powers  of  the  board  of  directors  in  the  management  of  the  business  and  af- 
fairs of  the  corporation,  and  may  have  power  to  authorize  the  seal  of  the  corpora- 
tion to  tje  affixed  to  all  papers  which  may  require  it.  Such  committee  or  com- 
mittees ^hal  1 have  such  name  or  names  as  may  be  stated  in  the  bylaws  of  the 
corporation  or  as  may  be  determined  from  time  to  time  by  resolution  adopted 
by  the  board  of  directors. 

Whennnd  as  authorized  by  the  affirmative  vote  of  the  holders  of  a majority 
of  the  stock  issued  and  outstanding  having  voting  power  given  at  a stockholders’ 
meeting  duly  i ailed  for  that  purpose,  or  when  authorized  by  the  written  consent 
of  the  holders  of  a majority  of  the  voting  stock  issued  and  outstanding,  to  sell, 
lease  or  exchange  all  of  the  property  and  assets  of  the  corporation,  including  its 
good  will  and  its  corporate  franchises,  upon  such  terms  and  conditions  and  for 
such  consideration,  which  may  be  in  whole  or  in  part  shares  of  stock  in,  and/or  • 
other  securities  of,  any  other  corporation  or  corporations,  as  its  board  of  di- 
rectors sihall  deem  expedient  and  for  the  best  interests  of  the  corporation. 

The  corporation  may  in  its  bylaws  confer  powers  upon  its  board  of  directors 
in  addition  to  the  foregoing,  and  in  addition  to  the  powers  and  authorities  ex- 
pressly conferred  upon  it  by  statute. 

Tenth.- — In  the  event  that  any  authorized  but  unissued  stock  or  any  new  class 
of  stock  shall  be  created,  or  the  authorized  number  of  shares  of  stock  of  the 
corporation  shall  be  increased,  or  there  shall  be  issued  any  bonds,  notes,  de- 
bentures} or  other  securities  other  than  stock,  convertible  into  stock,  the  holders 
of  shares  of  stock  of  the  corporation  outstanding  at  the  time  such  authorized 
but  unissued  stock  or  new  class  of  stock,  or  such  increase,  is  offered  for  sub- 
scription}, shall  have  the  right  to  subscribe  for  the  shares  of  such  new  class  of 
stock  and  for  any  shares  of  such  increased  stock  so  to  be  issued,  or  notes,  deben- 
tures or  other  securities  other  than  stock  convertible  into  stock,  before  the  same 
is  offered  for  public  subscription,  in  proportion  to  the  number  of  shares  owned 
respectively  by  each  of  the  holders  of  such  stock. 

Eleventh.- — The  corporation  may  enter  into  contracts  or  transact  business  with 
one  or  more  of  its  directors,  or  with  any  firm  of  which  one  or  more  of  its  directors 
are  members,  or  with  any  corporation  or  association  in  which  any  one  of  its 
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directors  is  a stockholder,  director,  or  officer,  and  such  contract  or  transaction 
shall  not  be  invalidated  or  in  anywise  affected  by  the  fact  that  such  director  or 
directors  have  or  may  have  interests  therein  which'  are  or  might  be  adverse  to 
the  interests  of  the  corporation,  even  though  the  vote  of  the  director  or  directors 
having  sudh  adverse  interest  shall  have  been  necessary  to  obligate  the  corpora- 
tion upon  such  contract  or  transaction ; and  no  director  or  directors  having  such 
adverse  interest  shall  be  liable  to  the  corporation  or  to  any  stockholder  or  director 
thereof,  or  to  any  other  person,  for  any  loss  incurred  'by  it  under  or  by  reason  of 
any  such  contract  or  transaction ; nor  shall  any  such  director  or  directors  be  ac- 
countable for  any  gains  or  profits  realized  thereon ; Always  provided,  however, 
that  such  contract  or  transaction  shall  at  the  time  at  which  it  was  entered  into 
have  been  a reasonable  one  to  have  been  entered  into  and  shall  have  been  upon 
terms  that  at  the  time  were  fair.  . 

, Twelfth. — Whenever  a compromise  or  arrangement  is  proposed  between  this 
corporation  and  its  creditors  or  any  class  of  them  and/or  between  this  corpora- 
tion and  its  stockholders  or  any  class  of  them,  any  court  of  equitable  jurisdiction 
within  the  State  of  Delaware  may,  on  the  application  In  a summary  way  of  this 
corporation  or  of  any  creditor  or  stockholder  thereof,  or  on  the  application  of 
any  receiver  or  receivers  appointed  for  this  corporation  under  the  provisions  of 
Section  4407  of  the  Revised  Code  of  4935  of  said  State,  or  on  the  application  of 
trustees  in  dissolution  or  of  any  receiver  or  receivers  appointed  for  this  corpora- 
tion under  the  provisions  of  Section  43  of  the  General  Corporation  Law  of  the 
State  of  Delaware,  order  a meeting  of  the  creditors  or  class  of  creditors,  and/or 
of  the  stockholders  or  class  of  stockholders  of  this  corporation,  as  the  case  may 
be,  to  be  summoned  in  such  manner  as  the  said  Court  directs.  If  a majority  in 
number  representing  three-fourths  in  value  of  the  creditors  or  class  of  creditors, 
and/or  of  the  stockholders  or  class  of  stockholders  of  this  corporation,  as  the 
case  may  be,  agree  to  any  compromise  or  arrangement  and  to  any  reorganization 
of  this  corporation  as  consequences  of  such  compromise  or  arrangement,  the  said 
compromise  or  arrangement  and  the  said  reorganization  shall,  if  sanctioned  by 
the  Court  to  which  the  said  application  has  been  made,  be  binding  on  all  the 
creditors  or  class  of  creditors,  and/or  on  all  the  stockholders  or  class  of  stock- 
holders, of  this  corporation,  as  the  case  may  be,  and  also  on  this  corporation. 

Thirteenth. — Meetings  of  stockholders  may  be  held  without  the  State  of  Dela- 
ware, if  the  bylaws  so  provide,  The  books  of  the  corporation  may  be  kept 
(subject  to  any  provision  contained  in  the  statutes)  outside  of  the  State  of 
Delaware  at  such  place  or  places  as  may  be  from  time  to  time  designated  by  the 
board  of  directors. 

Fourteenth— The  corporation  reserves  the  right  to  amend,  alter,  change,  or 
repeal  any  provision  contained  in  this  certificate  of  incorporation,  in  the  manner 
now  or  hereafter  prescribed  by  statute,  and  all  rights  conferred  upon  stockholders 
herein  are  granted  subject  to  this  reservation. 

We,  the  undersigned,  being  each  of  the  incorporators  hereinbefore  named  for 
the  purpose  of  forming  a corporation  in  pursuance  of  the  General  Corporation 
Law  of  the  State  of  Delaware,  do  make  this  certificate,  hereby  declaring  and 
certifying  that  the  facts  herein  stated  are  true,  and  accordingly  have  hereunto 
set  our  hands  and  seals  this  1st  day  of  April  A.  D.  1941. 


Static  or  Delaware, 

County  of  New  Castle,  ss: 


R.  F.  Lewis,  [seal] 
L.  IT.  Herman,  [seal] 
Walter  Lenz.  [seal] 


Be  it  remembered,  That  on  this  1st  day  of  April  A.  D.  1941,  personally  came 
before  me,  Harold  E.  Grantland,  a Notary  Public  for  the  State-  of  Delawarey 
R.  F.  Lewis,  L.  H.  Herman,  and  Walter  Lcnz,  all  of  the  parties  to  the  foregoing 
ceitincate  of  incorporation,  known  to  me  personally  to  be  such,  and  severally 
acknowledged  the  said  certificate  to  be  the  act  and  deed  of  the  signers  respectively 
and  that  the  facts  therein  stated  are  truly  set  forth. 

Given  under  my  hand  and  seal  of  office  the  day  and  year  aforesaid. 

Harold  E.  Grantland,  Notary  Public. 

Appointed  January  11,  1941,  State  of  Delaware,  term  two  years. 


93480—46 29 
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! Exhibit  K 

Richmond  Shipbuilding  Cobp. 

ANSWI'R  TO  QUESTION  NO.  2 OF  QUESTIONNAIRE  OF  JULY  2 7,  1948 

General  \ 

Capital  of  the  company  consisted  of  capital  stock,  bank  loans. 

Maximum  of  the  above  at  any  one  date : $2,360,000. 

Capital, stock  (all  common,  no  par  value).— 

Dec.  18  to  Dec.  22,  1941 306,000 

Dec.  23  to  Mar.  19,  1946 360’ 000 

On  March  19, 1946,  all  stock  was  cancelled  as  a part  of  the  complete  liquidation 

°f  Bcmk^ans!—  None  of  these  were  guaranteed  by  the  United  States  Government, 

Its  agencies,  subdivisions,  departments,  etc.  The  maximum  borrowings  were 
$2,000,000;  all  of  which  were  repaid  prior  to  liquidation. 


I Exhibit  L 

I Richmond  Shipbuilding  Corp. 

List  of  ali  officers  and  directors  from,  date  of  organisation  to  July  31,  19^6,  and 

annual  compensation1 


Date  title  held 

From— 

To— 

Present  officers  mid  directors: 

Apr.  10,1941 

do 

Vice  presidents: 

Jan.  27,1942 
Oct.  13,1043 
do — 

Feb.  2, 1943 
Apr.  10,1941 

Apr.  1, 1941 
Feb.  25,1942 
do 

Directors:  ; 

Apr.  25,1941 
...do 

do 

Feb.  25,1942 
Jan.  27,1942 

Feb.  25,1942 
Apr.  10,1941 
do -- 

Assistant  secretaries: 

do — --- 

Feb.  14,1944 
Apr.  10,1941 

_ ___do 

Past  officer.^  an  d dir  ectors : 

Vice  presidents: 

Apr.  25,1941 
June  20, 1945 
Feb.  25,1942 
Feb.  2, 1943 

Apr.  25,1941 
Do. 

Do. 

Do. 

Do. 

do - ... 

do— 

.....do 

Directo'ra: 

Apr.  1, 1941 
do 

do 

do — 

do. 

1 other  'than  Joseph  Haas,  Jr.,  no  other  officer  nor  director  received  any  compensation 
for  holding  any  office  or  directorship ; compensation  to  all  others  was  for  services  rendered 
as  an  employee  of  the  company.  Mr.  Haag’s  salary  was  as  follows  . 

Apt.  1 to  Dec.  31,  1941,  inclusive S’1’  Vfg-  II 

Jan.  1 to  Feb.  25,  1942,  inclusive None 

Before  or  after  above  dates — * ::  : 

See  Exhibit  D for  details  of  any  salaries  paid. 
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List  of  all  officers  and  directors  from  date  of  organization  to  July  81,  1946,  and 
annual  compensation — Continued 


Date  title  held 

From — 

To— 

Past  officers  and  directors— Continued 

Directors— Continued 

Apr.  1,1941 

Apr.  25,1941 
Do. 

Do. 

Do. 

Do. 

Juno  20,1945 
June  29, 1941 
Apr.  25,1941 
Do. 

Feb.  25,1942 
Do. 

Do. 

Do. 

Do. 

June  29,1941 
June  20, 1945 
Jan.  27,  1942 
Juno  29,1941 
Do. 

Feb.  26,1942 
Do. 

Do. 

Do. 

Apr.  25, 1941 

Feb  25,1942 
Do. 

B.  Phelps 

M.  Filben 

F.  Cook. 

J.  Needham 

S.  D.  Bechtel... 

E.  F Kaiser 

E.  E.  Trofethen.  Jr.. 

J.  Haag-  Jr. 

Apr.  25,1941 
June  29,1941 
Apr.  25,1941 

J.  D,  Reilly 

J.  H.  Todd 

Do.. 

Feb.  25,1942 
Apr.  25,1941 

C.  A.  Shea 

W.  G . Swigert 

W.  S.  Nowell 

W.  Green 

June  29,1941 

O.  M.  Lund 

Assistant  secretaries: 

O.  F.  Strenz.. . 

Apr.  10,1041 

E.  P.  Enfer.. 

A.  Ev  Board.  

Assistant  treasurers: 

C.  F.  Strenz 

E.  P.  Enfer. do 

Exhibit  H 


Richmond  Shipbuilding  Corp. 

Salaries  paid  to  (I)  officers  and  directors  ( regardless  of  amount) ; (2)  others 
(in  excess  of  $15,000  annually);  (8)  individuals  who  have  been  officers  or 
directors  of  Kaiser  Co.,  Inc.,  The  Permanente  Metals  Corp.,  Richmond  Ship- 
building Corp.,  Kaiser  Fleetwings,  Inc.,  Oregon  Shipbuilding  Corp. 


Name 

Managerial  titlo 

Period  employed 

Total 

wages 

paid 

Amount 

CALENDAR  YEAR  1941 

(1)  Officers  and  directors: 

Genera]  superintendent. 
Administrative  manager 
Consulting  engineer 

Mar.  20  to  Dec.  91, 1941. 
Apr.  1 to  Dec.  31, 1041-- 

$6,  634. 69 
2, 147. 18 
1,  026.  71 

$5, 900. 75 
2. 147. 18 
1, 025. 71 

J.  F.  Reis 

Jos.  Haag,  Jr. 

Total 

9, 807. 58 
None 
2, 434.  57 

(2)  Others  (over  $15,000):  None. 

(3)  Officers  or  directors  of  other 
companies:  Henry  J. 
Kaiser,  Jr. 

Administrative  assist- 
ant, chief  engineer. 

Apr.  3 to  Dec.  31, 1941... 

2,434. 57 

CALENDAR  YEAR  1942 

(1)  Officers  and  directors; 

O.  P.  Bedford... 

Jan.  1 to  Sept.  8, 1942 

6,923.16 

2, 192.  22 
408.68 

6, 230.88 
2, 192.  22 
408.68 

J.  F.  Reis 

Administrative  manager 

Jos.  Haag,  Jr. 

Jan.  1 to  Feb.  26,  1042... 

Total 

9, 524. 06 
None 

3, 626. 78 

(2)  Others  (over  $15,000):  None. 

(3)  Officers  and  directors  of 

other  companies: 

Construction  superin- 
tendent. 

Jan.  1 to  Sept.  6, 1942. . . 

3,526. 78 

ant. 

1 Either  reimbursable  under  cost  plus  fixed  fee  or  claimed  as  cost  under  fixed  or  variable  fee. 


Approved  For  Release  2003/10/10  : CIA-RDP64B00346R000400060002-4 


Approved  For  Release  2003/10/10  : CIA-RDP64B00346R000400060002-4 

448  | SHIPYARD  PROFITS 

! 

t 1 Exhibit  N • . . Vu,  , 

! Richmond  Shipbuilding  Corp. 

Stock  ownership  during  life  of  corporation 


Stockholders 

Original 

May  2, 1041  > 

Dec.  18, 

194D 

Dec.  23, 
1941 1 

Deo.  31, 

1941  * 

Shares 

Per- 

cent 

Shares 

Per- 

cent 

Shares 

Per- 

cent 

Shares 

Per- 

cent 

1, 250 

50 

1, 260 

41.18 

1, 200 

35 

' 154 

6. 16 

221. 76 

7.  25 

288 

8 

154 

a.  ia 

221. 76 

7.  25 

288 

8 

W 4 TW.hiei  ('r.  _ 

154 

a.  16 

221.76 

7. 25 

288 

8 

fi  16 

221. 76 

7.  25 

288 

8 

115.  25 

4. 61 

165.  96 

5.  42 

216 

6 

115.  25 

4. 61 

165. 96 

5. 42 

216 

6 

115  25 

4.  61 

165.  96 

5. 42 

216 

6 

4.  61 

165.  96 

5.  42 

216 

6 

115.  25 

4.  61 

165.  96 

5.42 

216 

6 

57.75 

2.  31 

83. 16 

2.  72 

108 

3 

The  Permai 

jTeinte  Metals  Corp - 

3,  600 

100 

Total 

2,500 

100 

3,060 

100 

3, 600 

100 

3,600 

100 

> Issued  {or  cash. 

-2  Exchanged  on  sharc-for -share  basis  for  stock  of  The  Permanente  Metals  Corp. 


j ‘ November  13,  1946. 

In  answer  to  the  telegram  from  Marvin  J.  Coles,  addressed  to  The  Permanente 
Metals  Cbrp„  dated  October  11,  1946,  we  submit  the  following  information : 

1.  Average  amount  of  outstanding  bank  loans  to  The  Permanente  Metals 

Corporation.  „ , , , , . 

The  bank  loans  to  The  Permanente  Metals  Corp.  fluctuated  considerably 
during  tlje  period  between  the  first  loan  and  the  last  repayment,  but  the  averages 
during  said  36-month  period  were  as  follows : 

For  is  months,  May  through  December  1942 $2,  000,  000 

For  the  year  1943 — 

For  4 months,  January  through  April  1945 3-  250,  000 

The  maximum  bank  loan  at  any  one  time  was  $5,000,000. 

Richmond  Shipbuilding  Corp.  loans  averaged  $1,237,500  for  4 months,  September 
through  (December  1942,  while  it  was  engaged  in  shipbuilding  operations. 

2.  Disallowed  costs  allocated  to  applicable  contracts.  _ 

The  disallowed  costs  as  charged  to  the  various  contracts  of  The  Permanente 
Metals  Corp.  were  as  follows : 

Contract  MCc-2115 — ^5,  354.  45 

Contract  MCc-13102 26$,  396.  00 

Contract  MCc-15761 — 

Contract  MCc-36452 228,  864.  66 

Contract  MCc-40300 — — - 29d'  01 

Jotal 4,075.924.48 

Disallowed  costs  of  the  Richmond  Shipbuilding  Division  (for- 
merly Richmond  Shipbuilding  Corp.)  of  The  Permanente  Metals 
Corp.  were  as  follows: 

Contract  MCc-1795 

Contract  MCc-1787-— — 350,  698.  22 

Total  d fallowed  costs  of  The  Permanente  Metals  Corp 4,  426, 622.  70 
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There  was  no  separate  allocation  of  disallowed  costs  as  between  contracts 
of  the  Richmond  Shipbuilding  Division  Nos.  MCc-1795  and  MCc-77.87  since  these 
were  the  same  type  of  ships,  all  of  which  were  being  constructed  in  the  same 
yard,  and  therefore  disallowed  costs  under  both  contracts  were  combined. 

The  above  allocation  of  costs  between  contracts  was  based  on  the  major  con- 
tract in  force  for  ship  construction  at  the  time  the  expense  was  incurred  or  the 
disallowance  was  made.  No  allocation  of  disallowed  costs  was  made  on  facilities' 
contracts  on  which  no  fee  or  profit  was  paid. 

3.  Amount  of  bank  loans  secured  by  pledge  of  Government  contracts. 

A maximum  of  $5,000,000  in  private  bank  loans  was  obtained  by  The  Permanent© 
Metals  Corp.  to  be  used  in  its  shipbuilding  activities.  None  of  the  Government 
shipbuilding  contracts  of  The  Permanente  Metals  Corp,  were  pledged  or  assigned 
to  the  bank  as  security  for  these  loans. 


Exhibit  12 

Report  of  Kaiser  Fleetwings,  Ino.,  Formerly  Kaiser  Cargo,  Inc.,  to  Merchant 
Marine  and  Fisheries  Investigating  Committee,  August  30,  1946 

Kaiser  Fleetwings,  Inc.  (Formerly  Kaiser  Cargo,  Ino.) 

August  29,  1946. 

Merchant  Marine  and  Fisheries  Investigation  Committee, 

House  of  Representatives,  Washington  25,  D.  C. 

Gentlemen  : By  letters  dated  July  27,  1946,  you  requested  certain  information 
from  Kaiser  Co.,  Inc.,  Oregon  Shipbuilding  Corp.,  and  The  Permanente 
Metals  Corp.  concerning  their  shipbuilding  activities.  While  no  questionnaire 
■was  addressed  to  Kaiser  Fleetwings,  Inc.  (formerly  Kaiser  Cargo,  Inc.)  here- 
inafter referred  to  as  the  “company,”  yet,  since  this  company  operated  a ship- 
yard and  constructed  vessels  for  the  Maritime  Commission  during-  the  war,  we 
are  pleased  to  furnish  herewith  information  concerning  the  shipbuilding  activi- 
ties of  this  company.  For  convenience,  the  information  Is  being  submitted  in 
answer  to  the  same  questionnaire  which  was  transmitted  to  the  other  companies 
mentioned  above. 

1.  The  date  on  whiefy  the  company  was  formed  and  a copy  of  its  corporate 
charter.  . 

This  company  was  incorporated  on  November  17,  1942,  as  Kaiser  Cargo,  Ind. 
The  name  of  the  company  -was  changed  to  Kaiser  Fleetwings,  Inc.,  on  May  29, 194G, 
A copy  of  the  articles  of  incorporation  of  the  company  and  a certificate  of  amend- 
ment of  said  articles  are  attached  hereto  as  exhibit  A. 

2.  The  total  capital  of  the  company,  giving  a break-doim  of  the  types  of  stock 
and  securities. 

The  total  capital  of  the  company  is  $500,000.00,  represented  by  common  shares 
of  no  par  value.  The  total  amount  available  for  the  shipbuilding  activities  of 
the  company  was  $1,000,000.00  in  private  bank  loans  not  guaranteed  by  the  Gov- 
ernment or  any  agencies  thereof  until  June  1943.  Thereafter,  the  total  amount 
available  for  said  shipbuilding  operations  was  $1,500,000.00  in  private  bank  loans 
which  were  not  guaranteed  by  the  Maritime  Commission  but  by  another  agency 
of  the  Government.  Please  refer  to  exhibit  B for  further  details. 

3.  The  names  of  all  officers  and  directors  and  a statement  of  their  annual  com- 
pensation. 

The  names  of  all  officers  and  directors  are  shown  on  exhibit  C attached  hereto. 
No  officer  or  director,  received  compensation  for  holding  any  office  or  directorship 
as  such.  All  compensation,  if  any,  was  for  services  rendered  as  an  employee  of 
the  company  and  reference  is  made  to  exhibit  D attached  hereto  for  a statement 
of  tile  compensation  paid  such  employees. 

4.  The  tiames  of  all  officers  and  employees  who  have  received  compensation  of 
over  $15,000  per  annum,  giving  the  amounts  received  and  the  extent  to  ivhich  such- 
payments  were  reimbursable  by  the  Maritime  Commission: 

Exhibit  D contains  schedules  detailing  not  only  the  information  requested  but 
hlso  the  compensation  of  all  individuals  who  have  been  officers  or  directors  of  any 
of  the  following  companies : 

Kaiser  Co.,  Inc. 

The  Permanente  Metals  Corp. 
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Richmond  Shipbuilding  Corp. 

Kaiser  Fleetwings,  Inc.  (formerly  Kaiser  Cargo,  Inc.) 

Oregon  Shipbuilding  Corp. 

Only  those  officers  who  were  empolyed  full  time  on  shipbuilding  activities  were 
compensated  for  services  in  connection  therewith  and  the  president  of  the 
company  and  many  other  officers  and  directors  did  not  receive  any  compensation 
in  connection  with  the  shipbuilding  operations  although  very  considerable  time 
and  effort  was  devoted  by  them  to  the  company’s  shipbuilding  business.  During 
the  course  of  the  shipbuilding  program,  only  six  persons  were  ever  paid  at  an 
annual  /'ate  in  excess  of  $15,000  by  any  of  the  above-mentioned  companies  for 
services  performed  in  the  shipbuilding  operations,  and  in  only  three  instances  was 
more  thf)n  $15,000  reimbursed  by  the  Maritime  Commission.  One  such  instance 
involved!  Mr.  J.  F.  Reis,  administrative  manager  of  all  seven  yards  operated  by 
the  above  companies,  who  was  paid  a total  of  $15,976  in  1944,  which  was  fully 
reimbursed.  Another  instance  involved  Mr,  C.  P.  Bedford,  vice  president  and 
general  manager  of  the  shipyard  of  this  company,  two  yards  of  the  Permanente 
Metals  Corp.  and  one  yard  of  Kaiser  Co.,  Inc.  at  Richmond,  Calif.,  who  was  paid 
in  excess  of  $35,000  per  year,  the  highest  amounts  being  $26,474  in  1945,  of  which 
$16,666  was  reimbursed,  and  $21,154  paid  in  1943,  of  which  $20,307  was  reimbursed. 
The  third  instance  involved  Mr.  Edgar  F.  Kaiser,  vice  president  and  general 
manager*  of  yards  operated  in  Oregon  and  Washington  by  Oregon  Shipbuilding 
Corp.  arid  Kaiser  Co.,  Inc.  and  is,  therefore,  not  involved  here,  but  reference  is 
made  to 'the  reports  of  those  companies  being  submitted  simultaneously  herewith 
for  further  information. 

Messrs.  Edgar  F.  Kaiser  and  C.  P.  Bedford,  as  general  managers,  had  the 
direct  and  primary  responsibility  for  the  management  and  operation  of  a total 
of  seven” shipyards  operated  by  the  above-mentioned  companies  which  employed 
in  excesti  of  130,000  persons  at  various  times  during  the  course  of  the  war,  and 
produced  1,474  ships  for  the  Maritime  Commission. 

5.  The  names  of  all  persons,  associations,  or  corporations  holding  5 percent  or 
more  of  the  capital  stock  of  the  company,  giving  the  amounts  of  capital  stock 
held  by  each. 

All  of  the. stock  of  the  company  is  owned  by  five  corporations.  Exhibit  E 
attached  details  the  additional  information  requested. 

6.  The  shipbuilding  experience  prior  to  19J/1  of  all  officers,  directors,  and 
stockholders  holding  over  5 percent  of  the  capital  stock. 

The  officers  and  directors  of  the  company  who  were  responsible  for  its  ship- 
building operations  were  also,  in  the  majority  of  cases,  officers  or  directors  of 
The  Permanente  Metals  Corp.,  Kaiser  Co.,  Inc.,  and  Oregon  Shipbuilding  Corp., 
which  three  companies  had  been  engaged  in  shipbuilding  operations  and  were 
actually  producing  ships  for  the  Maritime  Commission  at  rates  ahead  of  contract 
schedules  prior  to  the  time  any  contracts  for  shipbuilding  were  let  to  this  com- 
pany. For  further  information  relating  to  the  experience  of  said  officers  and 
directors,  please  refer  to  the  answer  to  question  6 contained  in  the  reports  being 
submitted  by  Oregon  Shipbuilding  Corp.,  The  Permanente  Metals  Corp.,  and 
Kaiser  Co.,  Inc.,  simultaneously  herewith. 

7.  The  names  of  all  officers,  directors,  or  stockholders  owning  more  than  5 
percent  of  the  capital  stock  of  the  company  ■ who  have  held  positions  as  officers  or 
directors  with  another  company  which  had  contracts  wUh  the  Maritime  Com- 
mission or  the  War  Shipping  Administration. 

No  individual  holds  any  stock  of  this  company,  the  same  being  owned  by  five 
corporations.  For  your  information,  however,  a schedule  is  attached  as  exhibit 
F,  showing  the  names  of  officers  or  directors  holding  such  positions  in  more  than 
one  of  the  following  corporations  which  had  contracts  with  the  United  States 
Maritime  Commission  or  the  War  Shipping  Administration : 

Kaiser  Co.,  Inc. 

The  Permanente  Metals  Corp. 

Richmond  Shipbuilding  Corp. 

Kjaiser  Fleetwings,  Inc.  (formerly  Kaiser  Cargo,  Inc.). 

Oregon  Shipbuilding  Corp. 

Columbia  Construction  Co. 

In  addition.  Messrs.  Henry  J.  Kaiser,  G.  G.  Sherwood,  and  Edgar  F.  Kaiser 
were  officers  and/or  directors  of  California  Shipbuilding  Corp.,  until  April  1945. 

8.  Th&  nam.es  of  all  officers,  directors,  or  stockholders  owning  more  than  5 
percent 1 of  the  capital  stock  of  the  company  icho  have  oicned  5 percent  or  more 
of  the  capital  stock  of  another  company  which  had  contracts  with  the  Martime 
Commission  or  the  War  Shipping  Administration. 
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As  previously  mentioned,  there  are  no  individual  stockholders  of  the  com- 
pany, Pall  of  the  stock  being  owned  by  corporations.  A schedule,  showing  the 
names  and  percentage  interests  of  these  corporations,  is  contemed  in  exhibit  B 
referred  to  in  question  5.  Respecting  Henry  J.  Kaiser  Co.,  the  Raisei  Co.,  and 
Kaiser  Engineers,  Inc.,  the  information  requested  is  covered  in  the  answer  to 
question  13  submitted  by  Kaiser  Co.,  Inc.  in  its  report . to  your  c°““ittee_ 
simultaneously  herewith  and  reference  is  made  to  said  report  for  further  in  o 
mation.  Respecting  the  other  corporate  stockholders  involved,  this  company 

does  not  have  the  requested  information  or  the  means  of  securing  It. 

d 9.  A description  of  all  contracts  'between  the  company  and  the  Maritime 

°TteasTsee  exhibit  G and  schedules  attached  thereto  for  the  requested  infor- 
mation. In  summary,  the  total  number  of  ships  constructed  and 1 delivered  was 
The  total  volume  of  work  performed  amounted  to  $12T,842,06o.  The  total 
profit  on  said  work,  after  Federal  income  taxes,  was  $270,682,  or  0.21  percent 
of  the  total  volume  of  work  performed.  . , ,,  , 

10.  The  fees  and  profits  under  each  of  the  afore-mentioned  contracts  allowed 

a ^Please ^refer  *tcT  exhibits  G and  H and  schedules  attached  thereto  for  this 

^11.  The  status  of  each  contract  still  subject  to  renegotiation,  giving,  wherever 
possible,  information  showing  the  opinion  of  the  Trice  Adjustment  Board  and  of 
the  company  as  to  the  fees  and  profits  permissible  under  each  contract. 

Tins  information  is  shown  on  exhibit  H attached  hereto. 

12.  The  total  cost  to  the  Government  of  the  shipyards  and  facilities  used  by 

^Richmohd'  shipyard  No.  4 and  facilities  used  by  the  shipbuilding  division  of 
this  company  in  the  performance  of  its  contracts  with  the  United  States  Maritime 
Commission  was  constructed  by  Kaiser  Co.,  Inc.,  under  contracts  with  the  United 
States  Maritime  Commission  and  this  yard  and  facilities  were  used  by  Kaiser 
Co  Inc , until  April  3,  1943,  after  which  they  were  used  by  this  company  m its 
shipbuilding  operations.  The  total  cost  of  shipyard  No.  4 and  its  facilities  is 
included  in  the  total  cost  of  shipyards  and  facilities  as  shown  by  Kaiser  Co.,  Inc., 
in  its  report  answering  question  12  of  your  inquiry  which  is  being  submitted 

simultaneously  herewith,  and  to  which  reference  is  hereby  made. 

We  shall  be  pleased  to  furnish  you  with  any  further  information  you  may 
desire. 

Respectfully  submitted.  _ T 

1 Kaiser  FTeetwings,  Inc., 

(Formerly  Kaiser  Cargo,  Inc.), 
it!  in  'I'tmuff.ttten.  .Tr..  President. 


Exhibit  A 

Articles  of  Incorporation  of  Kaiser  Cargo,  Inc. 

Know  All  Men  by  These  Presents: 

That  we,  the  undersigned,  have  this  day  voluntarily  associated  ourselves  to- 
gether for  the  purpose  of  forming  a corporation  under  the  Laws  of  the  State 
of  California,  and  we  do  hereby  certify  as  follows : 

First. — That  the  name  of  said  corporation  shall  he  Kaiser  Cargo,  Inc. 

Second. — That  the  purposes  for  which  it  is  formed  are : 

To  carry  on  a general  contracting  and  construction  engineering  business  ahd 
to  excavate,  dredge,  grade,  pave  and  construct,  build,  erect,  repair,  wreck,  remodel, 
and  equip,  in  whole  or  in  part,  buildings  of  every  description ; public  and  private 
works  of  all  kinds ; roads,  streets,  sidewalks,  bridges,  viaducts,  approaches,  pave- 
ments, dams,  locks,  sewers,  tunnels,  subways,  canals,  aqueducts,  channels  and 
other  waterways,  foundations,  piers,  caissons,  vaults,  wharves,  marine  ways  and 
docks,  ditches,  conduits,  reservoirs,  railways  and  other  systems  of  transporta- 
tion, system  of  water  works ; electric,  hydraulic,  power  and  gas  plants,  telephone, 
telegraph,  and  lighting  systems,  factories,  and  all  structures  built  in  whole  or 
in  part  of  wood,  stone,  brick,  cement,  iron,  steel,  or  combinations  thereof. 

To  do  all  manner  of  boiler  setting  and  boiler  installation  and  all  work  incidental 
thereto  ; to  do  all  manner  of  furnace  setting  and  furnace  installation  and  all  work 
Incident  thereto;  and  to  install  automatic  stokers  and  to  do  all  mason  work 
incidental  thereto. 
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To  take  over,  acquire,  purchase,  own,  sell,  lease,  hire,  hold  control,  manage, 
maintain  and  operate  mines,  quarries,  gravel  pits,  brickyards,  lime  kilns,  refin- 
eries, asphalt,  cement,  and  plaster  mills,  furnaces,  saw  mills,  metal  and  wood- 
working plants,  pulp  and  paper  mills,  factories,  lumber  yards,  timber  lands, 
glass  plants,  aid  establishments  for  the  manufacture,  preparation,  and  produc- 
tion of  building  supplies,  material,  furnishings,  decorations,  and  furniture. 

To  mai^ufaet  are,  buy,  sell,  lease,  and  deal  in  lime,  cement,  plaster,  gravel,  stone, 
marble,  brick,  terra  cotta,  lumber,  timber,  glass,  paints,  oils,  varnishes,  stains, 
iron,  steel,  copper,  brass,  and  other  metals,  products,  combinations,  fabrications 
or  manufactures  of  any  of  the  foregoing ; buildings,  and  building  materials  of  all 
kinds ; crushing,  cutting,  lighting,  hoisting,  elevating,  cooling,  refrigerating,  ven- 
tilating, polishing,  and  cleaning  machinery,  pipes,  wires,  apparatus,  fixtures,  and 
equipment  of  all  kinds  and  to  install  or  erect  the  same ; plumbing  fixtures,  ma- 
terials and  supplies  of  all  kinds,  and  to  install  the  same. 

To  manufacture,  produce,  assemble,  fabricate,  and  deal  in  all  kinds,  forms,  and 
combinations  of  steel,  iron,  copper,  or  other  metals,  or  either  or  any  of  them. 

To  carry  on  the  business  of  consulting  and  contracting  engineers,  and  the 
preparation  of  plans  and  specifications  of  machinery,  buildings,  and  works. 

To  do  *jt  general  wrecking,  salvage,  and  bouse  moving  business;  to  erect  and/or 
have  erected,  to  construct  or  have  constructed  houses,  works,  buildings,  storage- 
rooms,  tenements,  edifices,  and  structures  of  every  description;  and  to  buy,  sell, 
own,  use,!  manage,  and  lease  the  same  or  similar  structures. 

To  acquire  by  purchase,  subscription  or  otherwise,  and  to  hold  as  investment 
or  otherwise,  any  bonds  or  other  securities  or  evidences  of  indebtedness  or  any 
shares  of  capital  stock  created  or  issued  by  any  other  corporation  or  other 
corporations,  association  or  associations,  person  or  persons  of  the  State  of 
California  or  any  other  state,  district,  territory  or  country. 

To  purchase,  underwrite,  hold,  sell,  assign,  transfer,  mortgage,  pledge,  or 
otherwis^  dispose  of  any  bonds,  shares  of  stock,  debentures,  or  other  securities 
or  evidences  of  indebtedness  created  or  issued  by  any  other  corporation  or  cor- 
porations, association  or  associations,  person  or  persons,  of  the  State  of  Cali- 
fornia, of  of  any  other  state,  district,  territory  or  country;  and  while  the  owner 
thereof,  to  exercise  all  the  rights,  powers,  and  privileges  of  ownership  Including 
the  right  to  vote  thereon. 

To  manufacture,  purchase,  or  otherwise  acquire,  own,  mdrtgage,  pledge,  sell, 
assign,  and  transfer,  or  otherwise  dispose  of,  to  invest,  trade,  deal  in,  and  deal 
with  goods,  wares,  and  merchandise  and  real  and  personal  property  of  every 
class  and;  description. 

To  acquire,  and  pay  for  in  cash,  stock,  or  bonds  of  this  corporation,  or  other- 
wise, the,  good  will,  rights,  assets,  and  property,  and  to  undertake  or  assume, 
the  whole  or  any  part  of  the  obligations  or  liabilities  of  any  person,  firm,  associ- 
ation, or  Icorpovation, 

To  acquire,  hold,  use,  sell,  assign,  lease,  grant  licenses  in  respect  of,  mortgage, 
or  otherwise  dispose  of  letters  patent  of  the  United  States  or  any  foreign  coun- 
try, patent  rights,  licenses  and  privileges,  Inventions,  Improvements  and  proces- 
ses, copyrights,  trade-marks  and  trade  names,  relating  to  or  useful  in  connection 
with  any  business  of  this  corporation. 

To  guarantee,  purchase,  hold,  sell,  assign,  transfer,  mortgage,  pledge,  or 
otherwise  dispose  of  shares  of  the  capital  stock  of,  or  any  bonds,  securities,  or 
evidences  of  indebtedness  created  by  any  other  corporation  or  corporations 
organized  under  the  laws  of  this  State  or  any  other  state,  country,  nation,  or 
government,  and  while  the  owner  thereof  to  exercise  all  the  rights,  powers,  and 
privileges  of  ownership. 

To  promote  or  to  aid  in  any  manner,  financially  or  otherwise,  any  corporation 
or  association ; and  for  this  purpose  to  guarantee  or  to  become  surety  upon  the 
contracts!  dividends,  stocks,  bonds,  notes,  and  other  obligations  of  such  other 
corporations  or  associations ; and  to  do  any  other  act  or  thing  designed  to  protect, 
preserve, ! improve,  or  enhance  the  value  of  the  stocks,  bonds,  or  other  evidences 
of  indebtedness  or  securities  of  such  other  corporations. 

To  enter  into,  make,  and  perform  contracts  of  every  kind  and  description, 
with  any  person,  firm,  association,  corporation,  municipality,  county,  state, 
body  politic,  or  government  or  colony  or  dependency  thereof. 

To  become  a member  of  any  partnership  and  to  enter  into  any  lawful  arrange- 
ments for  sharing  profits  and/or  losses,  union  of  interests,  reciprocal  conces- 
sion or  cooperation  with  any  corporation,  association,  partnership,  syndicate, 
person,  or  governmental,  municipal,  or  public  authority,  domestic  or  foreign,  in 
the  carrying  on  of  any  business  which  this  corporation  Is  authorized  to  carry 

v 
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on  or  any  business  or  transaction  deemed  necessary,  convenient,  or  incidental  to 
carrying  out  any  of  the  purposes  of  the  corporation. 

To  act  as  agent,  factor,  broker,  or  representative  of  corporations,  associa- 
tions, firms,  and  individuals. 

To  borrow  or  raise  moneys  for  any  of  the  purposes  of  the  corporation  and, 
from  time  to  time,  without  limit  as  to  amount,  to  draw,  make,  accept,  endorse, 
execute,  and  issue  promissory  notes,  drafts,  bills  of  exchange,  warrants,  bonds, 
debentures,  and  other  negotiable  or  nonnegotiable  instruments  and  evidences  of 
indebtedness,  and  to  secure  the  payment  of  any  thereof  and  of  the  interest 
thereon  by  mortgage  upon  or  pledge,  conveyance,  or  assignment  in  trust  of  the 
whole  or  any  part  of  the  property  of  the  corporation,  whether  at  the  time  owned 
or  thereafter  acquired,  and  to  sell,  pledge,  or  otherwise  dispose  of  such  bonds 
or  other  obligations  of  the  corporation  for  its  corporate  purposes. 

To  purchase,  hold,  sell,  and  transfer  the  shares  of  its  own  capital  stock ; pro- 
vided, it  shall  not  use  its  funds  for  purchase  of  its  own  shares  of  capital  stock 
when  such  use  of  funds  or  property  would  cause  any  impairment  of  its  capital 
except  as  otherwise  permitted  by  law,  and  provided  further  that  shares  of  its 
own  capital  stock  belonging  to  it  shall  not  be  voted  on  directly  or  indirectly. 

To  have  one  or  more  offices,  to  carry  on  all  or  any  of  its  operations  and  busi- 
ness and  without  restriction  or  limit  as  to  amount  to  purchase  or  otherwise 
acquire,  hold,  own,  mortgage,  sell,  convey,  or  otherwise  dispose  of  real  and  per- 
sonal property  of  every  class  and  description  in  any  of  the  States,  districts,  Ter- 
ritories, or  colonies  of  the  United  States,  and  in  any  and  all  foreign  countries, 
subject  to  the  laws  of  such  state,  district,  territory,  colony,  or  country. 

To  do  any  and  all  things,  necessary,  suitable,  convenient,  or  proper  for,  or  in 
connection  with,  or  incidental  to,  the  accomplishment  of  any  of  the  purposes 
or  attainment  of  any  one  or  more  of  the  objects  herein  enumerated,  or  designed 
directly  or  indirectly  to  promote  the  interests  of  tills  corporation,  or  to  enhance 
the  value  of  any  of  its  properties ; and  in  general  to  do  any  and  all  things  and 
exercise  any  and  all  powers  which  it  may  now  or  hereafter  be  lawful  for  the 
corporation  to  do  or  to  exercise  under  the  laws  of  the  State  of  California  that  may 
now  or  hereafter  be  applicable  to  the  corporation. 

. The  business  or  purpose  of  this  corporation  is,  from  time  to  time  and  at  any 
time,  to  do  one  or  more  of  the  acts  and  things  herein  set  forth,  and  to  have 
all  the  powers,  rights,  and  privileges  now  or  hereafter  conferred  by  the  laws  of 
the  State  of  California  upon  corporations  organized  under  the  laws  of  California 
authorizing  the  formation  of  corporations ; providing,  however,  that  nothing  here- 
in contained  shall  be  deemed  to  authorize  this  corporation  to  construct,  hold 
maintain,  or  operate  in  California  urban  railroads,  or  interurban  or  street  rail- 
ways or  telephone  lines,  or  to  carry  on  within  said  state,  the  business  of  a gas, 
electric,  steam,  heat,  or  power  company,  or  to  carry  on  within  said  State  any 
other  public  utility  business. 

The  objects  and  purposes  specified  in  the  foregoing  clauses  shall,  except  where 
otherwise  expressed,  be  in  nowise  limited  or  restricted  by  reference  to,  or 
inference  from,  the  terms  of  any  other  clause  in  these  articles  of  incorporation, 
but  the  objects  and  purposes  specified  in  each  of  the  foregoing  clauses  of  this 
article  shall  be  regarded  as  independent  objects  and  purposes. 

Third.  That  the  principal  ofliee  for  the  transaction  of  the  business  of  said 
corporation  shall  be  located  in  Alameda  County,  State  of  California 
Fourth.—' The  total  number  of  shares  of  stock  which  the  corporation  shall 
have  authority  to  issue  is  ten  thousand  (10,000)  ; ail  of  such  shares  shall  be  with- 
out par  value  and  of  one  class. 

Such  shares  may  be  issued  for  such  consideration  as  from  time  to  time  may 
be  determined  by  the  board  of  directors. 

Fifth.  ■The  number  of  its  directors  is  five  (5)  and  the  names  and  addresses 
of  the  persons  who  are  appointed  to  act  as  the  first  board  of  directors  are  as 

Tnllnws  * 


Mynderse  Van  Hoesen— — 111  Sutter  Street,  San  Francisco,  California 

t ?Jaxelner — 111  Sutter  Street,  San  Francisco,  California 

Laufter  T.  Hayes 111  Sutter  Street,  San  Francisco,  California 

Bruce  Walkup 111  Sutter  Street,  San  Francisco,  California 

A.  Richardson.: 111  Sutter  Street,  San  Francisco,  California 


The  number  of  directors  may  be  changed  from  time  to  time  by  a bylaw  desig- 
nating, fixing,  or  changing  the  number  duly  adopted  by  the  shareholders. 
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(Hath SublecI  to  the  light  of  shareholders  to  adopt,  amend  or  repeal  bylaws, 

byfaws  othdr  than  a Ww  or  amendment  thereof  changii ng  tte  autt borl 

hpr  nf  directors  may  be  adopted,  amended,  or  repealed  by  the  board  of  directors. 

This  corporation  may  in  its  bylaws  confer  powers  upon  its  directors  m addition 
to  the  forejK  and  fn  addition  to  the  powers  and  authorities  expressly  con- 

^SeteX-Th”  corporation  reserves  the  right  to  amend,  alter,  change,  or  repeal 
anv  nrovisiion  coatained  in  these  articles  of  incorporation  in  the  manner  now 
oryhStel  prcJcritol  by  statute,  and  all  rights  conferred  upon  shareholders 
hproin  arp  Granted  subject  to  this  reservation.  _ , j__ 

In  witness  whereof,  we  have  hereunto  set  our  hand  and  seals  this  16th  day 

of  November  A.  I).  1942.  Myndeese  Van  Hoesen. 

C.  WILLIAM  Maxeineb. 
Lauffer  T.  Hayes. 

Bruce  Walkup. 

A.  Richardson. 

State  oe  Califor  nia, 

City  and  County  of  San  Francisco,  ss: 

On  this  16th  day  of  November  1942,  before  me,  a Notary  Public,  in  and  for 

the  City  arid  County  of  San  Francisco,  State  of  C^0™1^ a^Xuce^alk^p 
Mvnderse  Van  Hoesen,  C.  William  Maxemer,  Lauffer  T.  Hayes,  Bruce  vvaiKup, 
and  A Richard"  n known  to  me  to  be  the  persons  whose  names  are  subscribed 
to*  and  who  Secured  tlm  within  instrument,  and  acknowledged  to  me  that  they 
executed  the  san  e,  and  that  they  are  the  directors  named  the erein. 

In  witness  wdLereof,  I have  hereunto  set  my  hand  and  affixed  by  omciai 

seal  the  da^  and  year  above  written.  „ 

r Tl  Lulu  P.  Loveland, 

LB  J Notary  PuWo,  in  and  for  the  City  and  County 

of  San  Francisco,  State  of  California. 

My  comnfiissioi  i expires  December  8, 1942. 

Certificate  of  Amendment  of  Articles  of  Incorporation  of  Kaiser  Cargo,  Inc. 

The  undersigned,  A.  B.  Ordway  and  G.  G.  Sherwood,  do  hereby  certify  that 
they  are,  respectively,  and  have  been  at  all  times  herein  mentioned,  the  duly 
elected  and  acting  Vice  President  and  Secretary  of  Kaiser  Cargo,  Inc.,  a Ca  i- 

'“SS  Uni  « directors  «.  said  coyr.ticn  duto 

held  at  Room  2125,  One  Eleven  Sutter  Building,  San  Francisco,  California,  at 
5-  00  o’clock  P.  M.,  on  the  24th  day  of  May  1946,  at  which  meeting  there  was  at 
all  times  present  and  acting  a quorum  of  the  members  of  said  hoard,  the  following 

) resolutiim  |vasul  y^  Article  ‘First’  of  the  Articles  of  Incorporation  of  Kaiser 

shall  * Kaiser  Pleet,lngs, 

Two.— Tjie'number  of  shares  o t said  corporation  consenting  to  such  amendment 
of  its  Articles  of  Incorporation  is  3,750,  and  the  following  is  a copy  of  the  form 
of  written  consent  executed  by  the  holders  of  said  shares : 

written  consent  of  shareholders  to  amendment  of  articles  of  incorporation 

OF  KAISER  CARGO,  INO. 

Whereai,  at  a special  meeting  of  the  board  of  directors  of  Kaiser  Cargo,  Inc., 
a California  corporation,  duly  held  at  “Room  2125,  One  Eleven  Sutter  Bui  di  g, 

San  Francisco  California,  at  5 : 00  o’clock  P.  M„  on  the  24th  day  of  May  1946,  at 
which  meeting  a quorum  of  the  members  of  said  hoard  was  at  all  times  present 
rnd  actof  an  amendment  of  the  articles  of  incorporation  of  said  corporation 
was  adopted- Gild  approved  by  resolution  of  said  board  amending  Aiticle  F r 

of  said  articles  of  incorporation  to  read  as  follows  : . . . T , „ 

“First— the  name  of  said  corporation  shall  be  Kaiser  Fleetwings,  Ira. 

Now,  therefore,  each  of  the  undersigned  shareholders  of  said 
herebv  adopt,  approve,  and  consent  to  the  foregoing  amendment  of  said  articles 
of  incorporation  and  does  hereby  consent  that  Article  First  of  said  articles  of 
incorporation  be  amended  to  read  as  herein  set  forth. 
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In  witness  whereof,  each  of  the  undersigned  stockholders  has  caused  these 
presents  to  be  executed  by  its  officers  thereunto  duly  authorized  and  its  corporate 
seal  to  be  hereunto  affixed,  and,  following  its  name,  the  date  of  signing  and  the 
number  of  shares  of  said  corporation  held  by  it  of  record  on  said  date  entitled 
to  vote  upon  amendments  of  said  articles  of  incorporation  of  the  character  of  the 
foregoing  amendment. 

[seal]  Henry  J.  Kaiser  Co., 

By  E.  E.  Trefethen,  Jr., 

Vice  President. 

By  G.  G.  Sherwood, 

Secretary. 

[ seal]  The  Kaisf.h  Co., 

By  G.  G.  Sherwood, 

Vice  President. 

By  E.  E.  Trefethen,  Jr., 

Secretary. 

[seal]  Kaiser  Engineers,  Inc., 

By  E.  E.  Trefethen,  Jr. 

Vice  President. 

By  G.  G.  Sherwood, 

Secretary. 

Three. — The  total  number  of  shares  of  said  corporation  entitled  to  vote  on  or 
consent  to  the  adoption  of  such  amendment  is  5,000. 

In  witness  whereof,  the  undersigned  have  executed  this  certificate  of  amend- 
ment this  27th  day  of  May  1946. 

A.  B.  Ordway, 

Vice  President  of  Kaiser  Cargo,  Inc. 

G.  G.  Sherwood, 
Secretary  of  Kaiser  Cargo,  Inc. 

State  of  California, 

County  of  Alameda,  es: 

A.  B.  Ordway  and  G.  G.  Sherwood,  being  first  duly  sworn,  each  for  himself 
deposes  and  says: 

That  A.  B.  Ordway  is,  and  was  at  all  the  times  mentioned  in  the  foregoing  Cer- 
tificate of  Amendment,  the  Vice  President  of  Kaiser  Cargo,  Inc.,  the  California 
corporation  therein  mentioned,  and  G.  G.  Sherwood  is,  and  was  at  all  of  said 
times,  the  Secretary  of  said  corporation;  and  each  has  read  said  Certificate  and 
that  the  statements  therein  made  are  true  of  his  own  knowledge,  and  that  the  sig- 
natures purporting  to  be  the  signatures  of  said  Vice  President  and  Secretary  there- 
to are  the  genuine  signatures  of  said  Vice  President  and  Secretary,  respectively. 

A.  B.  Ordway. 

G.  G.  Sherwood. 

Subscribed  and  sworn  to  before  me  this  27  day  of  May  1946. 

[seal]  Paul  E.  Rogers, 

Notary  Public  in  and  for  the  County  of  Alameda,  State  of  California. 


Date:  May  24,  1946. 
Number  of  shares:  2,250. 


Date:  May  24,  1946. 
Number  of  shares:  750, 


Date:  May  24,  1946. 
Number  of  shares:  750, 


Exhibit  B 

Kaiser  Fleetwings,  Inc.  (Formerly  Kaiser  Cargo,  Inc.) 

ANSWER  TO  QUESTION  NO.  2 OF  QUESTIONNAIRE  OF  JULY  27,  1046 

General 

This  company  consists  of  two  divisions : Shipbuilding  division,  Richmond  and 


Oakland,  Calif. ; Fleetwings  division,  Bristol,  Pa. 

Maximum  capital  in  use  at  any  one  time : 

Shipbuilding  division: 

Bank  loans: 

To  June  1943  (unguaranteed) $1,000,000 

After  June  1943  (guaranteed,  but  not  by  U.  S.  Maritime 

Commission) 1,  500,  000 

Fleetwings  division: 

Bank  loans,  guaranteed ; 10,  500,  000 

RFC  loan,  secured 1,  000,  000 

Stockholders’  loans,  subordinated 250,  000 

Capita]  stock 500,  000 
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Bank  loam. — Not  guaranteed,  guaranteed : Until  June  17, 1943,  the  funds  neces- 
sary for  the  operations  of  the  shipbuilding  division  were  supplied  by  open  bank 
loans  from  Bank  of  America.  Maximum  bank  loans  under  this  arrangement  were 
$1,000,000.  None  of  these  loans  were  guaranteed  by  any  branch,  agency,  depart- 
ment, etc.,  of  the  Federal  Government. 

Under  date  of  June  17, 1943,  the  company  and  the  Bank  of  America  entered  Into 
a credit  agreement  under  which  the  maximum  commitment  for  the  entire  company 
was  $11,500,000  Of  this  amount,  $2,500,000  was  available  for  its  shipbuilding 
operations.  The  allocation  for  shipyard  operations  was  subsequently  reduced  to 
$1,500,000; 

In  connection  with  this  credit  agreement,  the  bank  obtained  a guaranty  agree- 
ment from  the  War  Department  under  the  provisions  of  regulation  Y.  The  United 
States  Maritime  Commission  was  not  a party  to  the  agreements. 

Not  only  were  the  loans  from  stockholders  to  the  company  subordinated  to  this 
loan,  but  the  stockholders  agreed  to  provide  additional  subordinated  funds  under 
certain  conditions. 

As  of  January  5,  1945,  a new  credit  agreement  and  guaranty  agreement  were 
entered  info  by  the  same  parties  to  replace  the  loan  of  June  17, 1943.  The  guaranty 
agreement  in  this  loan  was  pursuant  to  regulation  VT. 

The  maximum  commitment  under  this  credit  agreement  was  $11,000,000,  with 
no  allocation  as  between  divisions  of  the  company. 

The  last  bank  borrowings  of  the  shipbuilding  division  were  repaid  in  May 
1945. 

Since  that  date  the  loans  under  the  credit  agreement  of  January  5,  1945,  have 
been  paid  off  and  the  agreement  has  been  terminated.  The  War  Department 
was  never  called  upon  to  assume  its  obligations  in  connection  with  the  guaranty 
agreement,  and  the  company  at  no  time  requested  any  of  the  relief  provisions 
possible  render  ;he  regulation  VT  loans. 

Bank  bprrowings  since  the  termination  of  the  credit  agreement  of  January  5, 
1945,  have  been  without  benefit  of  guaranties  to  the  company  or  the  bank  by  any 
branch,  etc.,  of  the  Federal  Government. 

RFC  loan,  secured. — This  loan,  now  fully  repaid,  together  with  interest  at  4 per- 
cent, used  by  the  Fleetwings  division,  was  repaid  well  ahead  of  maturity  date. 
The  maximum  principal  amount  was  $1,000,000. 

Stockholders’  loans. — These  amount  to  $250,000.  During  all  periods  of  bank 
borrowings  these  loans  were  subordinated  to  all  bank  claims.  These  funds  are 
in  use  foi*  other  than  shipyard  purposes. 

Capital  stock  {all  common,  no  par  value). — 

..  i 1 y-.  i i -4  r\  j «-» 


November  1942  i;o  February  1943 $100,  000 

February  1943 500,000 


Exhibit  C 


Kaiser  Fleetwings,  Inc. 

List  of  all  officers  and  directors  from  date  of  organization  to  July  Si,  19^6,  and 

annual  compensation 1 


Date  title  held 

From — 

To — 

Present  officers  and  directors: 

Jan  15, 1944 

Nov.  17, 1942 

Vice  presidents: 



Aug.  6, 1943 
June  16,1943 
Oct.  18,1946 
Sept.  20, 1943 
June.  16,1943 

W B Stitt  

T Bedfo  d Jr.,.  _ 

A.  B.  Ordway. - 

1 No  officer  nor  director  received  compensation  for  holding  any  office  or  directorship;  all  compensation  was 
for  services. rendered  as  an  employee  of  the  company,  See  schedule  D for  details  of  any  salaries  paid. 
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List  of  all  officers  and  directors  from  date  of  organization  to  July  31,  19Jf6,  and 
annual  compensation — Continued 


Date  title  held 

Prom— 

To— 

Present  officers  and  directors— Continued 

Nov.  17»  1942 

Directors: 

May  4,1943  1 

Nov.  16, 1942 
Nov.  17, 1942 

Mar.  6U044 
Nov.  17, 1942  1 

Assistant  secretaries: 

G.  G.  Ober  Jr 

Mar.  2,1943 
Mar.  20, 1943 
Dec.  13, 1943 
Aug.  22,1944 
May  20,1946 
Oct.  18,1945 
May  20,1946 

Sopt.  1,1944 
May  20,1946 

Nov.  17, 1942 

S.  Siegel - 

F.  H,  Beehm__“ 

A ssistant  treasurers : 

C.  B.  Wood  

F.  L.  Wilmoth.. 

Past  officers  and  directors: 

Jan.  15,1944 

Do, 

Aug.  18, 194$ 
Oct.  31,1944 

Vice  presidents: " 

Mar.  26, 1943 
Sept.  20, 1943 

It.  E.  Dill... 

Directors: 

Nov.  16, 1942  * 

May  4,1943 
Do. 

Do. 

Do. 

June  16, 194$ 
May  29, 1944 
Nov.  10, 194$ 
Aug.  22, 1944 
Aug.  18,194$ 
Mar.  18, 1944 
Sept.  19, 194& 
Do. 

Oct.  18,1945. 
Feb.  14,194$ 
May  11, 1046- 
Oct.  18, 1945- 

Nov.  10, 194$ 
Mar.  18, 1944 
Sept.  19, 1945 
May  11, 1946 

Assistant  secretaries: 

W.  B.  Stitt...'. 

Mar.  20, 1943 
Mar.  26, 1943 

Juno  16, 1943 

W.  G.  Stilson 

Nov.  10, 1043 
Mar.  18, 1944 
Jan.  31,1945 

S.  H.  Wilde. 

Sept.  19, 1945 

L.  J.  Kolly 

Oct.  8, 1945 

Mar.  26, 1943 
Nov.  10, 1943 
Aug.  24, 1944 
Sept.  19, 1945 

Assistant  treasurers: 

W.  G.  Stilson 

L.  J.  Kolly 
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Exhibit  E 

' Kaisee  Fleetwings,  Inc.  (Formerly  Kaiser  Cakgo,  Inc.) 

Stock  ownership  from  organization,  July  SI,  1946 


Nov.  28, 1942 1 

Feb.  2 

, 1943  1 

Mar.  27, 1943 1 

July  13, 1943  * 

Stockholders 

Shares 

Percent 

Shares 

Percent 

Shares 

Percent 

Shares 

Percent 

250 

100 

500 

100 

4,250 

750 

85 

2,  250 

45 

15 

'750 

15 

750 

15 

750 

15 

500  l 

10 

250 

100 

500 

100 

5,000 

100 

5,000 

100 

1 Issued  for  cash. 

* Issued  or  transferred  between  stockholders  for  cash, 
s Formerly  California  Kaiser  Co. 


Exhibit  Of 


(Question  No.  9) 

Kaisee  Fleetwings,  Inc. — Shipbuilding  Division  (Formerly  Kaisee  Cargo,  Inc., 

Yard  No.  4) 


Summary  of  shipyard  income  to  May  SI,  1946 


Total  of  shipbuilding  contracts  (see  schedule  1)_. 
Government  furnished  materials  (see  schedule  5). 

Total  contract  volume  (see  schedule  5) 


Shipbuilding 
( TJSMG  contracts) 

$108,  594,  076. 10 
19,  248,  000. 00 


127,  842,  076. 10 


Gross  profit  before  taxes  (see  schedule  1) 1,047,301.39 

Federal  income  taxes  (see  schedule  1) 776,  619.  IS 

Net  profit  (see  schedule  1) 270,682.21 

Percent  of  net  profit  on  total  contract  volume . 21 
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93486—40 30 
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(Question  No.  9 — Schedule  2) 

Kaiseb  Fleetwings,  Inc.— Shipbuilding  Division  (Formerly  Kaiser  Cabgo, 

Inc.,  Yard  No.  4) 

CONTRACT  MCC  13181 

T Under  the  terms  of  this  contract,  Kaiser  Cargo,  Inc.— 

(iil  Prepared  working  plans,  specifications,  requisitions,  and  bills  of  ma- 
terials etc  for  up  to  100  vessels  in  accordance  with  plans  and  specifications 
desighated  “Design  S2-S2-AQ-1.”  Of  this  number  only  12  were  to  be  con- 
structed by  Kaiser  Cargo,  Inc.,  with  the  balance  to  be  constructed  by  various 

°th(e&)  lpurchakedforythe  account  of  and  as  agent  of  the  United  States:  Mari- 
time Commission  materials  and  equipment  necessary  for  the  constiuction 
of  sufch  vessels  for  delivery  to  it  and  all  the  other  shipyards  holding  con- 

I I^To  S pay*' f a r^all  ’'of^thT'material  and  equipment  under  such  purchasing 
program,  the  Commission  deposited  $4,000,000  in  a special  revolving  fund 
bank  account  from  which  withdrawals  were  made  only  by  checks  signed  Jointly 
by  an  authorized  representative  of  both  the  company  and  the  regional  auditor 
of  the  United  States  Maritime  Commission. 

III.  The  company  furnished  the  necessary  working  capital  to  cover  the  pay 

rolls  and  office  expenses  of  the  project.  . . ..  „ ,.  . 

IV  The  company  was  paid  no  fee  or  profits  directly  or  indirectly  for  this 
engineering  design  and  procurement.  Certain  expenses  which  were  determined 
to  be  nonreimbursable  by  the  Finance  Section  of  the  Commission  were  charged 
against  the  profits  from  shipbuilding  operations. 


(Question  No.  9 — Schedule  3) 

kaiseb  Fleetwings,  Ino.— Shipbuilding  Division  (Formerly  Kaiser  Cargo. 

Inc.,  Yard  No.  4) 

transfers  of  fees  from  other  shipyard 

Contract  MO-  36279  was  issued  by  the  United  States  Maritime  Commission 
to  Kaiser  Co.,  Inc.,  to  cover  ship-repair  work  for  other  Government  agencies, 
such  as  War  Shipping  Administration,  United  States  Navy,  and  United  States 
Army  This  contract  (as  amended)  authorized  Kaiser  Co  Inc.  to  allocate 
ships  to  be  repaired  to  the  Permanente  Metals  Corp.  and  Kaiser  Cargo,  Inc., 
as  subcontractors.  Kaiser  Co.,  Inc.,  reduced  its  fee  earnings  by  transferring 
$13,508.04  to  Kaiser  Cargo,  Inc.  

(Question  No.  9 — Schedule  4) 

Kaiser  FReetwings,  Ino. — Shipbuilding1  Division  (Formerly  Kaiser  Cargo,  Inc., 

Yard  No.  4) 

STATUS  OF  UNPAID  AND  UNSETTLED  CONTRACT  AMOUNTS 
[Supplement  to  9 (E)] 

I Final  settl ement  of  unpaid  amounts  is  subject  to  completion  of  the  following: 
1.  Payment  by  the  contractor  and  obtaining  final  release  on  all  commit- 
ments pertaining  to  the  applicable  contracts. 

2 Subsequent  preparation  by  the  contractor  of  final  statements  of  costs. 
i.  Audit  by  representatives  of  the  United  States  Maritime  Commission  of 
contractor’s  final  statement  of  costs.  „ . , 

4.  Resolving  the  open  appeals  of  the  contractor  from  costs  disallowed  by 
the  United  States  Maritime  Commission  and  final  negotiation  thereof. 
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5.  Final  determination  of  costs  and  resultant  agreement  of  amounts  to  be 
recaptured  by  the  United  States  Maritime  Commission  and/or  amounts  due 
the  contractor  from  the  United  States  Maritime  Commission. 

Every  reasonable  effort  is  being  extended  by  the  contractor  to  complete  item  1 
so  that  the  other  steps  listed  above  may  be  completed  to  effect  final  settlement  at 
the  earliest  possible  date.  However,  in  view  of  the  tremendous  volume  of  pur- 
chase orders,  subcontracts,  and  other  commitment  documents  issued,  such  work 
Is  unavoidably  slow.  In  the  interim,  the  contractor  and  the  United  States  Mari- 
time Commission  Finance  Section  are  negotiating  tentative  settlements  to  cover 
a substantial  portion  of  the  amounts  involved,  leaving  minimum  amounts  for  final 
future  settlement. 

II.  Unpaid — “Retentions”  represents  at  May  31,  1946,  the  final  payments  due 
on  fixed  price  and  lump-sum  contracts,  withheld  by  the  United  States  Maritime 
Commission  in  accordance  with  the  terms  of  the  respective  contracts,  until  and 
if  the  recorded  costs  justify  additional  payments.  Included  in  the  net  total  of 
$797,845.14  unpaid  contract  amounts  per  schedule  1 is  $850,000  representing  such 
retentions. 


(Question  No.  9 — Schedule  5) 

Kaiser  Fleetwings,  Inc.— Shipbuilding  Division  (Formerly  Kaiser  Cargo, 

Inc.,  Yard  No.  4) 


Statement  of  contracts  with  V.  S.  Maritime  Commission 


Contract 

No.— 

Type  of  contract 

Ships  under 
contracts  as 
amended  (typo) 

Num- 
ber of 
ships 
deli- 
vered 

Contract  value 

Commis- 

sion 

furnished 

materials 

Total 

contract 

volume 

MCc-8719.-.. 

MCc-18182 

MCc-29034 

MCc-13181  ___ 

Total . . _ 

Price  minus 

Fixed  price  

Selective  price 

C ost— engineering 
and  design. 

S2-S2-AQ1 

C1-M-AV1 

do 

Agency  contract 
(see  schedule 
2). 

12 

12 

12 

$22,608,594. 87 
19,000, 000. 00' 
13, 593, 536. 94 
63,393,944. 29 

o) 

$9, 624,  000 

9,  624, 000 

$22,606,594.87 
28, 624, 000. 00 
23,217,536. 94 
53,393,  044.  29 

19,248,000 

127, 842, 076. 10 

1 Commission  furnished  materials.  Cost  included  in  contract  MCc-13181  in  amount  of  $6,320,627.83. 


Ewhihit  H 


(Questions  Nos.  10  and  11— Schedule  1) 

Kaiser  Fleetwings,  Inc— Shipbuilding  Division  (Formerly  Kaiser  Cargo, 

Inc.,  Yard  No.  4) 

EFFECT  OF  RENEGOTIATION  ON  FEES  AND  PROFITS  AND  STATUS  OF  CONTRACTS  STILL 

SUBJECT  TO  RENEGOTIATION 


1.  The  Price  Adjustment  Board  of  United  States  Maritime  Commission  has 
found  .hat  no  excessive  profits  were  realized  for  the  fiscal  years  ending  October 
31,  1943,  and  October  31,  1944. 

Renegotiation  has  not  yet  been  completed  for  the  fiscal  year  ending  October 
dl,  1945.  However,  as  the  vessels  constucted  by  the  shipbuilding  division  for  the 
fiscal  year  ending  October  31,  1945,  were  constructed  under  a selective  price 
contract,  winch  is  not  subject  to  renegotiation,  it  is  obvious  that  there  will  be  no 
excessive  profits  allocable  to  shipbuilding  operations. 
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• November  13,  1046. 

In  answer  to  the  telegrams  from  Marvin  J.  Coles,  addressed  to  Kaiser  Fleet- 
wings,  Inc,  (formerly  Kaiser  Cargo,  Inc.),  dated  October  10  and  11,  1946,  we 
submit  the  following  information  ; 

1.  Average  amount  of  applicable  paid-in  capital.  committee 

As  mentioned  in  exhibit  B of  the  report  originally  submitted  to  the  committee, 
the  capital  oi  the  company  from  November  1942  to  February  1043  was  310  ,0  , 

represented  fey  issued*1! and  fully  paid  capital  stock.  In  February  1943  the  capital 
of  the  comntmv  was  increased  to  $500, 00D  and  still  remains  the  same.  This 
cL  HI  ^ represented  by  capital  stock  of  the  company  which  has  been  issued 
and  fully  paid.  In  addition  to  the  capital  represented  by  this  stock,  there  weie 

none  of  the  pbove-  mentioned  capital  was  applicable  to  the  shipbuilding  activites 
of  the  company  but  was  used  in  its  aircraft-manufacturing  activities.  The 
amount  available  for  the  shipbuilding  activities  of  the  company  was  $1,000,00 
fn  private  bank^ loans  not  guaranteed  by  the  Government  or  any  agencies  thereof 
uutil  Tune  1043  Thereafter,  the  total  amount  available  for  such  shipbuilding 
operations  JaT$l,5<K  in  private-bank  loans,  which  were  not  guaranteed  by 
the  Maritime  Com  mission  but  by  another  agency  of  the  Government. 

IhfbaTk  loans  to Kaiser  Cargo,  Inc.)  fluctu- 
ated between  $1,000,000  and  $1,500,000  during  the  permd  of  its  shipbmldmg  acUv^ 
fipq  The  first  loans  for  shipbuilding  purposes  were  obtained  in  April  a a 
the'final 'payment  was  made  in  April  1945.  The  average  of  said  loans  for  the 

elritecPSdeef  ^rPrSs7^S°iy  renegotiation  of  contracts  allocated 

6eiTme£t S1neexh^rN'attached  to  the  original  report  submitted  to  the 
committee  the  Price  Adjustment  Board  has  found  upon  renegotiation  of  Kaisei 
Fleetwings  Inc.  (formerly  Kaiser  Cargo,  Inc.)  that  no  excessive  profits  were 
realized  for  the  fiscal  years  ending  October  31,  1943,  and  October  31  1944  Be- 
Tipo'nfiation  of  the:  company  for  the  fiscal  year  ending  October  31,  1945,  has  not 
vet  been  coihpleted  However,  all  vessels  constructed  by  the  company  during  the 
fecal  year  Siding  October  31,  1945,  were  constructed  under  a selective  price  con- 
tract which  is  not  subject  to  renegotiation. 

4 Disallowed  costs  allocated  to  applicable  comfmefs.  r formerly 

Disallowed  costs  allocated  to  contracts  of  Kaiser  Fleetwings,  Inc.  (foimeUy 

Kaiser  Cargo,  Inc.)  were  as  follows: 

_ _L„  - _ $197,047.15 

MSc-3& — — ::: 

- 

j,  310,756.75 

Total 

‘ Allocation  of  disallowed  costs  was  based  on  the  major  contract  un  force  for 
shiT.  construction  at  the  time  the  expense  was  incurred  or  the  disallowance  was 
mate  m SuEatton was  made  to  i an  engineering  and  design  contract  upon 
whichno  tee  or  profit  was  paid. 


Approved  For  Release  2003/10/10  : CIA-RDP64B00346R000400060002-4 


Approved  For  Release  2003/10/10  : CIA-RDP64B00346R000400060002-4 

SHIPYARD  PROFITS  465 


Exhibit  13 

Report  of  Oregon  Shipbuilding  Cobp.,  to  Merchant  Marine  and  Fisheries, 
Investigating  Committee,  August  30,  1946 

Oregon  Shipbuilding  Coup., 
Portland.  3,  Oreg.,  August  29,  19J/6. 
Merchant  Marine  and  Fisheries  Investigating  Committee, 

House  of  Representatives,  Washington  25,  D.  O. 

Gentlemen  : We  are  pleased  to  furnish  herewith  the  information  requested  in 
your  letter  of  July  27,  1940,  concerning  the  shipbuilding  activities  of  this  cor- 
poration as  follows : 

1.  Hate  on  which  the  company  was  formed  and  a copy  of  its  corporate  charter , 

Oregon  Shipbuilding  Corp.  (hereinafter  referred  to  as  the  “company”)  was 

incorporated  on  January  6,  1941.  A copy  of  its  certificate  of  incorporation  to- 
gether with  a copy  of  an  amendment  thereof,  are  attached  hereto  as  exhibit  A. 

2.  The  total  capital  of  the  company,  giving  a break-down  of  the  types  of  stock 
and  securities. 

Jjota  ^ amount  available  for  the  shipbuilding  operations  of  this  company  was 
$6,950,000,  comprised  of  $550,000  in  capital  stock ; $3,000,000  in  loans  by  stock- 
holders which  were  subordinated  at  all  times  to  any  bank  loans,  and  $3,400,000 
in  private  bank  loans  not  guaranteed  by  the  Government  or  any  agencies  thereof. 
See  exhibit  B attached  hereto  for  particulars. 

3.  The  names  of  all  officers  and  directors  and  a statement  of  their  annual 
compensation.  . 

The  names  of  all  officers  and  directors  are  shown  on  exhibit  C attached  hereto 
No  officer  or  director  received  compensation  for  holding  any  office  or  directorship 
as  such,  except  for  Mr.  Joseph  Haag,  Jr.,  during  a short  period  of  time.  All  com- 
pensation  was  for  services  rendered  as  an  employee  of  the  company  and  refer- 
■ence  is  made  to  exhibit  D attached  hereto  for  a full  statement  of  the  compensation 
paid  such  employees. 

officers  and  employees  who  have  received  compensation 
over  515,009  per  annum,  giving  the  amounts  received  and  the  extent  to  which 
such  payments  were  reimbursable  by  the  Maritime  Commission.  

Exhibit  D contains  schedules  detailing  not  only  the  information  requested,  but 
also  the  compensation  of  all  individuals  who  have  been  officers  or  directors  of 
any  of  the  following  companies: 

Kaiser  Co.,  Inc. 

The  Permanente  Metals  Corp. 

Richmond  Shipbuilding  Corp. 

Kaiser  Fleetwings,  Inc.  (formerly  Kaiser  Cargo,  Inc.). 

Oregon  Shipbuilding  Corp. 

Only  those  officers  who  were  employed  full  time  on  shipbuilding  activities 
were  compensated  for  services  in  connection  therewith,  and  the  president  of  the 
company  and  many  other  officers  and  directors  did  not  receive  any  compensation 
"\o°i^ie<;tl0n  with  tb®  shipbuilding  operations,,  although  very  considerable  time 
and  effoit  was  devoted  by  them  to  the  company’s  shipbuilding  business.  During 

inn noiWrSf  the  slllPbuil(i,nS  program  only  six  persons  were  ever  paid  at  an 
annual  rate  In  excess  of  $15,000  by  any  of  the  above-mentioned  companies  for 
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services  performed  in  the  shipbuilding  operations  and  in  only  three  instances 
was  more  than  $15,000  reimbursed  by  the  Maritime  Commission.  One  such  in- 
stance involved  Mr.  J.  F.  Reis,  administrative  manager  of  all  seven  yards  oper- 
ated by  the  above  companies,  who  was  paid  a total  of  $15,570  in  1944,  which  was 
fully  reimbursed.  Another  instance  involved  Mr.  Edgar  F.  Kaiser,  vice  president 
and  general  manager  of  the  shipyards  of  this  company  and  the  Vancouver  and  . 
Portland  yards  of  Kaiser  Co.,  Inc.,  who  was  paid  in  excess  of  $15,000  per  year,  the 
highest  amount  being  $18,346  paid  in  1943  by  Kaiser  Co.,  Inc.,  which  was  fully 
reimbursed  by  the  Maritime  Commission.  The  third  instance  involved  Mr.  C.  P. 
Bedford,  general  manager  of  yards,  opera  ted  in  California  by  the  Permanente 
Metals  Corpi,  Kaiser  Co.,  Inc.,  and  Kaiser  Fieetwings,  Inc.,  and  is,  therefore,  not 
involved  here,  but  reference  is  made  to  the  reports  of  those  companies  being 
submitted  simultaneously  herewith  for  further  information.  Messrs.  Edgar  F. 
Kaiser  and  C.  P.  Bedford,  as  general  managers,  had  the  direct  and  primary  re- 
sponsibility for  the  management  and  operation  of  a total  of  seven  shipyards  oper- 
ated by  the  above-mentioned  companies,  which  employed  in  excess  of  180,000  per- 
sons at  various  times  during  the  course  of  the  war  and  produced  1,474  ships  for 
the  Maritime  Commission. 

5.  The  navies  of  all  persons,  associations,  or  corporations  holding  5 percent  or 
more  of  the,  capital  stock  Of  the  company,  giving  the  amounts  of  capital  stock 
held  6 y each,. 

Since  May  18,  1942,  all  of  the  stock  of  this  company  has  been  owned  by  Con- 
solidated Builders,  Inc.,  the  stock  of  which,  in  turn,  is,  and  since  said  date  has 
been,  owned  in  varying  percentages  by  10  corporations.  Please  refer  to  exhibit  E 
for  further  information. 

6.  The  shipbuilding  experience  prior  to  1941  of  all  officers,  directors,  and,  stock- 
holders holding  over  5 percent  of  the  capital  stock. 

Prior  to  1941,  officers,  directors,  and  stockholders  of  the  company  had  been 
engaged  in  heavy  construction  projects  which  included,  among  others,  the  build- 
ing of  Boulder  Dam,  Bonneville  Dam,  Grand  Coulee  Dam  powerhouses  and  fa- 
cilities, and  many  other  projects.  Through  these  activities  and  over  the  course 
of  many  yqai’S  prior  thereto,  an  integrated  organization  was  developed  which 
was  experiehced  find  efficient  in  proenring  and  handling  large  quantities  of  mate- 
rials and  in;  mass  production  and  fabrication  methods. 

In  1939  tf\e  Kaiser  interests  and  several  associates  joined  with  the  Todd  Ship- 
building Corp.  in  forming  the  Seattle-Tacoma  Shipbuilding  Corp.  In  July  1939 
said  company  submitted  the  low  competitive  bid  to  the  United  States  Maritime 
Commission  for  the  construction  of  five  C-l  cargo  vessels.  These  vessels  were 
completed  In  1941  in  a shipyard  privately  financed  and  constructed  at  Tacoma, 
Wash.  Dinting  1940  this  game  company  was  awarded  contracts  for  30  destroyers 
by  the  Nayy  Department  and  4 C-3  cargo  vessels  and  2 C-3  troop  transports 
by  the  Maritime  Commission.  Participation  in  this  company  by  the  Kaiser  inter- 
ests and  associates  continued  until  February  1942, 

Messrs.  J.  IT.  Todd,  J.  D.  Reilly,  Joseph  Hang,  Jr.,  R,  J.  Lament,  C.  F.  -Strenz, 
and  Walter  Green,  representing  the  Todd  interests  and  all  fully  experienced  in 
shipbuilding  operations  over  a period  of  many  years,  served  as  officers  and/or 
directors  of  Seattle-Tacoma  Shipbuilding  Corp.  In  addition,  Messrs.  J.  A.  Me- 
Eachern,  0|  A.  S'liea,  Felix  Kahn,  Henry.  J.  Kaiser,  and  G.  G.  Sherwood,  repre- 
senting the  Kaiser  interests  and  associates,  also  served  as  officers  and/or  directors 
of  said  company,  Mr.  McEachern  and  Mr.  Sherwood  having  served,  respectively, 
as  vice  president  and  treasurer.  All  of  these  individuals  later  became  officers 
and/or  directors  of  Oregon  Shipbuilding  Corp.,  Mr.  Shea  having  served  as  the 
first  president  of  the  company  until  January  1942  and  Mr.  McEachern  having 
served  thereafter  as  president  Both  Mr.  McEachern  and  Mr.  Shea  had  previ- 
ously obtained  shipbuilding  experience  during  World  War  I.  Mr.  Shea  was 
associated  .with  the  North  Pacific  Shipbuilding  Co.  through  the  firm  of  Twohy 
& Erickson,  which  shipbuilding  company  produced  steel  ships  in  Seattle  during 
the  last  wdr.  The  J.  A.  McEachern  Co.,  built  wooden  ships  during  the  last  war 
at  Astoria,  Oreg. 

In  December  1940  the  Kaiser  interests  and  associates  again  joined  with  the 
Todd  Shipbuilding  Corp.  in  forming  Todd-California  Shipbuilding  Corp.,  of  which 
Mr.  Henry  J.  Kaiser  was  president  and  which  contracted  with  the  British  Gov- 
ernment to  build  a seven-way  shipyard  at  Richmond.  Calif.,  and  30  cargo  ships. 

This  yard  was  completed  in  August  1941  and*in  February  1942  the  Todd  interests 
In  this  corporation  were  acquired,  the  name  of  the  corporation  changed  to  the 
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Penman  cute  Metals  Corp.,  and  the  British  contract  completed  under  the  sole 
sponsorship  and  management  of  the  Kaiser  Interests. 

Through  participation  and  association  in  the  early  shipbuilding  activities  of 
Seattle-Tacoma  Shipbuilding  Corp.,  and  Todd-California  Shipbuilding  Corp.  by 
individuals  who  later  became  officers,  directors,  or  key  personnel  of  this  com- 
pany, shipbuilding  experience  and  know-how  was  obtained  which  was  mani- 
fested early  in  1942  when  this  company  and  the  Permanent  Metals  Corp.  at- 
tained, and  thereafter  maintained,  shipbuilding  production  records  which  set 
the  pace  in  Liberty-ship  construction  for  the  entire  Nation. 

7.  The  names  of  officers,  directors,  or  stockholders  owning  more  than  5 percent 
of  the  capital  stock  of  your  company,  who  have  held  positions  as  officers  or  direc- 
tors of  another  company  which  had  contracts  with  the  United  States  Maritime 
Commission  or  the  War  Shipping  Administration. 

No  Individual  owned  any  stock  of  this  company.  For  your  Information,  how- 
ever, a schedule  is  attached  as  exhibit  F,  showing  the  names  of  officers  or  direc- 
tors holding  such  positions  in  more  than  one  of  the  following  corporations  which 
had  contracts  with  the  United  States  Maritime  Commission  or  the  War  Shipping 
Administration : 

Kaiser  Co.,  Inc. 

The  Permanente  Metals  Corp. 

Richmond  Shipbuilding  Corp. 

Kaiser  Fieetwings,  Inc.  (formerly  Kaiser  Cargo,  Inc.). 

Oregon  Shipbuilding  Corp. 

Columbia  Construction  Co. 

In  addition,  Messrs.  Henry  ,T.  Kaiser,  G.  ( 1.  Sherwood  and  Edgar  F.  Kaiser  were 
officers  and/or  directors  of  California  Shipbuilding  Corp.  until  April  1945. 

8.  The  names  of  all  officers,  directors,  or  stockholders  owning  more  than  5 per- 
cent of  the  capital  stock  of  the  company  who  have  owned  5 percent  or  more  of  the 
capital  stock  of  another  company  which  had  contracts  with  the  Maritime  Com- 
mission or  the  War  Shipping  Administration. 

As  mentioned  above,  the  sole  stockholder  of  Oregon  Shipbuilding  Corp.  is  Con- 
solidated Builders,  Inc.  No  individual  has  owned  in  excess  of  5 percent  of  stock 
of  the  latter  corporation,  but  various  corporations  own  in  excess  of  that  per- 
centage. A schedule  showing  the  names  and  percentage  interests  of  these  cor- 
porations is  contained  in  exhibit  E referred  to  in  question  5.  As  regards  Henry 
J.  Kaiser  Co.  and  the  Kaiser  Co.,  the  information  requested  is  covered  in  the 
answer  to  question  No.  13  submitted  by  Kaiser  Co.,  Inc.,  in  its  report  to  your 
committee  being  submitted  simultaneously  herewith,  and  reference  is  made  to 
said  report  for  further  information.  Respecting  the  other  corporate  stockholders 
involved,  this  company  does  not  have  the  requested  information  or  the  means  of 
securing  it. 

Commi ° ^ contracts  between  the  company  and  the  Maritime 


Please  see  exhibit  G and  schedules  attached  thereto  for  the  requested  informa- 
™'  In  summary,  the  total  number  of  ships  constructed  and  delivered  was  483 
Ihe  total  volume  of  work  performed  amounted  to  $983,587,560.  The  net  profit 

percent  of ’the' total’ Volume' ***  Federal  lneomo  taxes’  was  $13,111,491,  or  1.38 

10.  The  fees  and  profits  under  each  of  the  afore-mentioned  contracts  allowed 
after  renegotiation.  ■ “ 

information*'61  t0  exlii^^s  ® an<!  H and  schedules  attached  thereto  for  this 

„ sjatus  °f  each  contract  still  subject  to  renegotiation,  giving,  wherever 

possible,  information  showing  the  opinion  of  the  Price  Adjustment  Board  and  of 
the  company  as  to  fees  and  profits  permissible  under  each  contract 
Ibis  information  is  shown  on  exhibit  H attached  hereto. 

your  company1  Government  °f  the  shipyards  and  facilities  used  by 

anoAT  t0taJ  Ci°-St:  °?  the  shiPyard  and  facilities  used  by  this  company  was  $20,107,- 
408.07,  excluding  transportation  and  housing,  all  of  which  were  constructed  bv 
« profit.  For  further  details,  please  refer  to  exhibit  I 
^sSfullyrSubmitted  y°U  Wlth  any  other  iaf«™ation  you  may  desire 


Oregon  Shipbuilding  Cobp., 
Henbt  J.  Kaiser,  Director. 
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GEETIMOATffl  OF  INCORPORATION  OF  OREGON  SHIPBUILDING  CORPORATION 
First  —> TlJe  name  of  the  corporation  is  Oregon  Shipbuilding  Corporation. 

« *»-*■  *» ** *»*“**■ 

wmm 

mMm-Msssss/s 

2h£*SHESS SBe-weM 

SiSSSiSSr. 

JSSSmJS&S  cCi““S  pr.«..  nu>  J“' »">«“ 
of  interests  reciprocal  concessions  or  cooperation  with  any  corporation,  assoc  La 

aXrized  to  carry  on,  or  any  business  or  transaction  deemed  necessary,  con- 

issue 

the  Se  SSSSS  oftheprop^rVof 

whether  real  or  personal,  or  to  issue  bonds,  debentures,  notes  or  other  obligat 
WlTn0nnrchaseKholdCseiiyand  transfer  the  shares  of  its  own  capital  stock;  pro- 

or  indirectly. 
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To  carry  on  any  other  lawful  business  whatsoever  which  may  seem  to  the 
corporation  capable  of  being-  carried  on  in  connection  with  the  above,  or  calcu- 
lated directly  or  indirectly  to  promote  the  interests  of  the  corporation,  or  to  en- 
hance the  value  of  its  properties ; and  to  have,  enjoy  and  exercise  all  the  rights, 
powers  and  privileges  which  are  now  or  which  may  hereafter  be  conferred  upon 
corporations  organized  under  the  same  statutes  as  this  corporation'. 

- T1?e  foregoing  clauses  shall  be  construed  both  as  objects  and  powers : and  it  is 
hereby  expressly  provided  that  the  foregoing  enumeration  of  specific  powers 
shall  not  be  held  to  limit  or  restrict  in  any  manner  the  powers  of  this  corporation. 

Fourth.  The  total  number  of  shares  of  stock  which  the  corporation  shall  have 
authority  to  issue  is  five  thousand  (5,000)  ; all  of  such  shares  shall  be  without 
par  value. 

At  all  elections  of  directors  of  this  corporation  each  holder  of  record  of  stock 
possessing  voting  power  shall  be  entitled  to  as  many  votes  as  shall  equal  the 
number  of  shares  of  his  stock  multiplied  by  the  number  of  directors  to  be  elected 
and  he  may  cast  all  of  such  votes  for  a single  director  or  he  may  distribute  them 
among  the  number  to  be  voted  for  or  any  two  or  more  of  them  as  he  may  see  fit 

and  thus  exercise  the  right  of  cumulative  voting.  ' 

Fifth. — The  amount  of  capital  with  which  the  corporation  will  commence 

business  is  One  Thousand  Dollars  ($1,000,00). 

Sixth.  The  names  and  places  of  residence  of  the  incorporators  are  as  follows : 
frames  Residences 

L-  h'  TTe^nf^n Wilmington,  Delaware 

\\  altei  Lenz Wilmington,  Delaware 

Seventh.-^ The  corporation  is  to  have  perpetual  existence. 

Eighth.— The  private  property  of  the  stockholders  shall  not  be  subject  to  the 
payment  of  corporate  debts  to  any  extent  whatever. 

Ninth.— In  furtherance,  and  not  in  limitation  of  the  powers  conferred  by 
statute,  the  board  of  directors  is  expressly  authorized : 

To  make,  alter,  or  repeal  the  bylaws  of  the  corporation, 

To  authorize  and  cause  to  be  executed  mortgages  and  liens  upon  the  real  and 
personal  property  of  the  corporation. 

To  set  apart  out  of  any  of  the  funds  of  the  corporation  available  for  dividends 
a reserve  or  reserves  for  any  proper  purpose  or  to  abolish  any  such  reserve  in  the 
manner  in  wdnch  it  was  created. 

By  resolution  or  resolutions,  passed  by  a ma  jority  of  the  whole  board  to  desig- 
nate one  or  more  committees,  each  committee  to  consist  of  two  or  more  of  the 
directors  of  the  corporation,  which,  to  the  extent  provided  in  said  resolution  or 
resolutions  or  in  the  bylaws  of  the  corporation,  shall  have  and  may  exercise  the 
ofThT^  ^ *?oard  °*  Sectors  in  the  management  of  the  business  and  affairs 
a,ul  may  have  power  to  authorize  the  seal  of  the  corporation 
?fflX0Cl  t0vaU  papers  wluch  may  require  it.  Such  committee . or  committees 
shall  have  such  name  or  names  as  may  be  determined  from  time  to  time  bv 
resolution  adopted  by  the  board  of  directors.  ^ 

' When  and  as  authorized  by  the  affirmative  vote  of  the  holders  of  two-thirds  of 
the  stock  issued  and  outstanding  having  voting  power  given  at  a stockholders’ 

y CaIrleid  fT,tilat  pm;p0Se-  01  when  authorized  by  the  ^rftten  consent 
of  the  holders  of  two-thuds  of  the  voting  stock  issued  and  outstanding  to  sell 
Innu’  “:.excPa?Se  a11  of  the  property  and  assets  of  the  corporation,  including  its 
J?5  corporate  franchises,  upon  such  terms  and  conditions  and  for 
such  consideration,  which  may  be  in  whole  or  in  part  shares  of  stock  in,  and/or 
securities  of,  any  other  corporation  or  corporations,  as  its  board  of  directors 
shall  deem  expedient  and  for  the  best  interests  of  the  corporation. 

corporation  may  in  its  bylaws  confer  powers  upon  its  board  of  directors  in 

SJSSfiJS  ‘uTSS? ln  Mdltl”  to *■*  "■>  *»«.»■*» 

poration  shall  be  increased,  or  there  shall  be  issued  any  bonds  notes  debentures' 
or  other  securities  other  than  stock,  convertible  into  stock,  the  holders  of  shares 
corporation  outstanding  at  the  time  such  authorized  but  unissued 
stock  or  new  class  of  stock,  or  such  increase,  is  offered  for  subscription  shall  hove 
the  right  to  subscribe  for  the  shares  of  such’ new  class  of  stock  and  for  any sharls 
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of  such  increased  stock  so  to  be  issued,  or  notes,  debentures  or  other  securities 
other  than  stock  convertible  into  stock,  before  the  same  is  offered  for  PuMlc  sub- 
scription in  proportion  to  the  number  of  shares  owned  respectively  by  each  of 

- The  corporation  may  enter  into  contracts  or  transact  business  with 
one  or  morel  of  its  directors,  or  with  any  firm  of  which  one  or  more  of  its  directoi 
nrp  member's  or  with'any  corporation  or  association  in  which  any  one  of  its  direc- 
tors  is  a stockholder,  director,  or  officer,  and  such  contract  or  transaction  shall 
not  be  invalidated  ro  in  anywise  affected  by  the  fact  that  such  director  or  dlr®c" 
tors  have  ^ may  have  interests  therein  which  are  or  might  be  adverse  to  the 
interests  of  the  corporation,  even  though  the  vote  of  the  director  or  directors 
having  such  adverse  interest  shall  have  been  necessary  to  obligate  the  corpo  ac- 
tion noon  such  contract  or  transaction;  and  no  director  or  directors  having  such 
adverse  interest  shall  be  liable  to  the  corporation  or  to  any  stockholder  or  creditor 
thereof  or  to  any  other  person,  for  any  loss  incurred  by  it  under  or  by  reason  of 
am  such  contract  or  transaction;  nor  shall  any  such  director  or  directors  be 
accountable  for  any  gains  or  profits  realized  thereon:  Always  provided,  however, 
tli  at  such  contract  or  transaction  shall  at  the  time  at  which  it  was  entered  in 
have  been  a reasonable  one  to  have  been  entered  into  and  shall  have  been  upon 

or  arrangement  is  proposed  between  this 
corporation  and  its  creditors  or  any  class  of  them  and/or  between  this  corpora- 
tion and  its  stockholders  or  any  class  of  them,  any  court  of  equitable  jurisdict 
•rc  Hiim  the  State  of  Delaware  may,  on  the  application  in  a summary  waj  of  this 
corporatioii  or  of  any  creditor  or  stockholder  thereof,  or  on  the  application  of  any 
receiver  or:  receivers  appointed  for  this  corporation  under  the  provisions  °£  Sec- 
tion 4407  of  the  Revised  Code  of  1935  of  said  State,  or  on  the  application  of  trus- 
tees di4oluttn  or  of  any  receiver  or  receivers  appointed  for  this  corporation 
under  the  provisions  of  Section  43  of  the  General  Corporation  Law  of  the  State i of 
Delaware  'order  a meeting  of  the  creditors  or  class  of  creditors,  and/or  of  the 
stockholders  or  class  of  stockholders  of  this  corporation,  as  the  case  may  be^to  be 
summoned  in  such  manner  as  the  said  Court  directs.  If  a majority  in  number 
renresentiiig  three-fourths  in  value  of  the  creditors  or  class  of  creditors,  and/or 
o/the  stockholders  or  class  of  stockholders  of  this  corporation,  as  the  case  may 
be  agree  to  any  compromise  or  arrangement  and  to  any  reorganization  of 
corporation  aS  l consequence  of  such  compromise  or  arrangemen  ^ ^e  «aid  co^ 
promise  or  arrangement,  and  the  said  reorganization  shall,  if  sanctioned  by  tne 
Court  to  which  the  said  application  has  been  made,  be  binding  on  all  the  cied  to 
or 'class  rf  creditors,  and/or  on  all  the  stockholders  or  class  of  stockholders,  of 
this  corporation,  as  the  case  may  be,  and  also  on  this  corporation. 

Thirteenth Meetings  of  stockholders  may  be  held  without  the  State  or 

Delaware,  if  thr  bylaws  so  provide.  The  hooks  of  the  corporation  may  be  kep 
(subiect  to  any  provision  contained  in  the  statutes)  outside  of  the  State  of 
Delaware  at  such  place  or  places  as  may  be  from  time  to  time  designated  by  the 

^ ° aVmi rte eirth—  The  corporation  reserves  the  right  to  amend,  alter,  change  or 

SusLs  th.?  a.  M toi  stated  are  me,  aad  .eeordtngl,  have  here- 
unto  set  our  hands  and  seals  this  6th  day  of  Januaiy,  A.  D.  1941. 

R.  F.  Lewis.  [seal) 

L.  H.  Hetman,  [seal] 
Walter  Len«.  .[seal] 

In  presence  oE — 

Harold  E.  Grantland. 
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State  of  Delaware, 

County  of  New  Castle,  ss: 

Be  it  remembered,  that  on  this  16th  day  of  January  A,  D.  1941,  personally 
appeared  before  me,  Harold  E.  Grantland,  a Notary  Public  for  the  State  of 
Delaware,  R.  F Lewis,  L.  H.  Herman,  and  Walter  Lena,  all  of  the  parties  to 
the  foregoing  certificate  of  incorporation,  known  to  me  personally  to  be  such, 
and  severally  acknowledged  the  said  certificate  to  be  the  act  and  deed  of  the 
signers  respectively  and  that  the  facts  therein  stated  are  truly  set  forth, 

Given  under  my  hand  and  seal  of  office  the  day  and  year  aforesaid. 

Harold  E.  Grantland,  Notary  Public. 

Appointed  January  10,  1939,  State  of  Delaware,  term  two  years. 

Certificate  of  Amendment  of  Certificate  of  Incorporation  of  Oregon 
Shipbuilding  Corporation 

Oregon  Shipbuilding  Corporation,  a corporation  organized  and  existing  under 
and  by  virtue  of  the  General  Corporation  Law  of  the  State  of  Delaware,  does 
hereby  certify : 

First. — That  the  Board  of  Directors  of  said  corporation,  at  a meeting  duly 
convened  and  held,  .adopted  a resolution  proposing  and  declaring  advisable 
the  following  amendment  to  the  certificate  of  incorporation  of  'said  corporation : 

“ Resolved , That  the  Certificate  of  Incorporation  of  Oregon  Shipbuilding 
Corporation  be  amended  by  changing  the  article  thereof  numbered  ‘Fourth’ 
so  that,  amended,  the  said  article  shall  be  and  read  as  follows : 

“ ‘Fourth. — The  total  number  of  shares  of  stock  which  the  corporation  shall 
have  authority  to  issue  is  ten  thousand  (10,009)  ; all  of  such  shares  shall 
be  without  par  value.’ 

“At  all  elections  of  directors  of  this  corporation  each  holder  of  record  of 
stock  possessing  voting  power  shall  be  entitled  to  as  many  votes  as  shall 
equal  the  number  of  shares  of  his  stock  multiplied  by  the  number  of  direc- 
tors to  be  elected  and  he  may  cast  all  of  such  votes  for  a single  director 
or  he  may  distribute  them  among  the  number  to  be  voted  for  or  any  two 
or  more  of  them  as  he  may  see  fit,  and  thus  exercise  the  right  of  cumulative 
voting.” 

Second. — That  the  said  amendment  has  been  consented  to  and  authorized  by 
the  holders  of  all  the  issued  and  outstanding  stock,  entitled  to  vote,  by'  a written 
consent  given  in  accordance  with  the  provisions  of  Section  81  of  the  General 
Corporation  Law  of  Delaware,  and  filed  with  the  corporation  on  the  29th  day  of 
March  1941. 

Third. — That  the  aforesaid  amendment  was  duly  adopted  in  accordance  with 
the  applicable  provisions  of  Sections  26  and  81  of  the  General  Corporation 
Law  of  Delaware. 

Fourth. — That  said  amendment  does  not  effect  any  change  in  the  issued  shares 
of  said  corporation. 

In  witness  whereof,  the  said  Oregon  Shipbuilding  Corporation  has  caused 
its  corporate  seal  to  be  hereunto  aflixed  and  this  certificate  to  be  signed  by 
Charles -A.  Shea,  its  President,  and  G.  G.  Sherwood,  its  Assistant  Secretary, 
this  7th  day  of  May  1941. 

Oregon  Shipbuilding  Corporation, 

By  Charles  A.  Shea,  President. 

By  G.  G.  Sherwood,  Assistant  Secretary. 

State  of  Oregon, 

County  of  Multnomah,  ss: 

Be  it  remembered  that  on  this  7th  day  of  May  1941,  personally  came  before  me, 
Arthur  H.  Lewis,  a Notary  Public  in  and  for  the  County  aforesaid,  Charles  A. 
Shea,  President  of  Oregon  Shipbuilding  Corporation,  a corporation  of  the  State 
of  Delaware,  the  corporation  described  in  and  which  executed  the  foregoing  cer- 
tificate, known  to  me  personally  to  be  such,  and  he,  the  said  Charles  A.  Shea,  as 
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such  President,  duly  executed  said  certificate  before  me  and  acknowledged  the 
said  certificate  to  be  his  act  and  deed  and  the. act  and  deed  of  said  corporation,; 
that  the  signatures  of  the  said  President  and  of  the  Assistant  Secretary  of  said 
corporation  to  said  foregoing  certificate  are  in  the  handwriting  of  the  said  Presi- 
dent and  Assistant  Secretary,  respectively,  of  said  corporation, . and  that  the 
seal  affixed  to  said  certificate  is  the  common  or  corporate  seal  of  said  corporation. 

In  witness  whereof,  I have  hereunto  set  my  hand  and  seal  of  office  the  day 
and  year  aforesaid. 

r8BAIii  Arthur  H.  Lewis, 

Ndtary  Public  in  md  for  the  County  of  Multnomah,  State  of  Oregon, 

My  commission  expires  August  1,  1941. 


Exhibit  B 

Oregon  Shipbuilding  Corp. 

ANSWER  TO  QUESTION  No.  2 OF  QUESTIONNAIRE  OF  JULY  27,  1946 

General 

Capital  consist  3d  of  capital  stock;  stockholders’  loans,  subordinated;  hank 
loans. 

Total  of  above  (maximum)  : $6,950,000. 

Stock  (all  common,  no  par  value). — 

Original:  January  1941 ooo 

Increase,  February  1942 4o0,  000 

TotaJ,  February  1042  to  present 550,  000 

Stockholders  loons , subordinated. — These  loans  from  stockholders  were  at  all 
times  subordinate  to  any  bank  claim. 

Original:  4pril  3941 — ^40  OOO 

Additional,:  February  1942 &4U’  uuu 

February  1942  to  November  1942 240,  WO 

Additional,:  November  1942 1,000,000 

Novcjmber  1942  to  August  1943- . 2,  240,  000 

Repaid  September  1943 1,  240,  000 

September  1943  to  November  1943 1,  000, 000 

Additional,:  November  1943 2,  000,  ooo 

November  1943  to  March  1944 3,  000,  000 

These  loans  were  repaid  in  full  during  March  1944. 

Bank  lodm. — These  were  secured  from  three  banks  in  Portland,  Oreg. : 

Bank  of  California ^ 

The  U.  S.  National  Bank  of  Portland—— 1,  OOO,  OOO 

3, 400,  000 

None  of  these  loans  was  guaranteed  in  any  way  by  the  United  States  Govern- 
ment or  any  of  its  agencies,  subdivisions,  departments,  etc. 

I '■  ■ ■ 

■ I- 
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Exhibit  G 

Oregon  Shipbuilding  Corp. 

l ist  of  all  Officers  anil' directors  frorn  date  of  organization  to  July  SI,  1946,  and 
■ annual  compensation 

I Date  title  held 


Present  officers  and  directors:  j ,7  1942 

Vlcejpresldents:  jan.  u 1941 

Edgar  F.  Kaiser 

H.F.  Morton - 'Feb.  134942' 

- $gf- 

Secretary:  J.  K Reis v - - — a**dn 

Treasurer:  Or.  G.  Sherwood. 

Directors:  ^ 

Henry  J.  Kaiser - 

S.  D.  Bechtel - - do 

J.  A.  McEachern - "Fob  131942 

H.  A.  Dick--. -------  "tflti"  111941 

W.  Morrison Tan.  274942' 

Teb  ^uws 

J.  A,  McCone - ao-- 

Assistant  secretaries:  j 

— - 'Mar.  294941' 

S’H  if00t :::::: Jan,  n.mi 

up'  TmfothenJr Jan.  17’1042 

F.-KLenlry:::::T:'/.::'-::::::::::::: ~ Mar.^me 

Assistant  treasurers:  _____ Jan.  n lfl41 


H.  A.  Dick. - - - I s 1Q42 

E.  E.  Tfetheren,  Jr - Fot)-  13’1942 

Past  officers  and  directors: 

Presidents:  Jan.  s _1941 

- 14’1941 

•Vle6d^^ Jan.^8,194! 

R.  J.  Lament -- — ■ * ~ 1041 


Jan.  11,1941 
Jan.  27,1942 

Jan.  11,1941 
Do. 

Feb.  13,1942 
Jan.  27,1942 
Feb.  13,1942 


Treasurer:  H.  C.  Hill- 
Directors: 


H.  C.  Hill... 
J.  O.  Byrne. 
F.  W.  Short. 
J.  D.  Reilly - 


R.  J.  Lamont.. 
G.  F.  Strenz... 
J.  H.  Todd— 
W.  L.  Green.. 


L.  S.  Corey 

C.  A.  Shea 

Assistant  secretaries: 
C.  F.  Strenz, ..... 

E'  P.  Enter 

Assistant  treasurers; 

C.  F.  Strenz 

E.  P.  Enter 


.do.-—---- 

Do. 

. 6, 1941 

Do. 

.do — 

Do. 

.do 

Do, 

.do 

Do. 

do 

Do. 

. 11,1941 

Fob,  13,1942 

.do... 

Do.  ’ 

.do. 

Do. 

.do 

Do. 

.do 

Do. 

.do 

Do. 

.do 

Do. 

.do 

Do. 

.do 

Jan.  27,1942 

-do 

Feb.  13,1942 

1 Other  than  Joseph  Haag,  Jr.,  no  other  officer  nor  director  received  any  compensation  for  holding  any  office 
or  directorship;  compensation  to  all  others  was  for  services  rendered  as  an  employeo  of  the  company.  Jar. 
Haag’s  salary  was  as  follows:  *,  gfV7  n0 

Apr.  1 to  Deo.  31, 1941,  inclusive - * ’So  70 

Jan.  1 to  Feb.  2S,  1942,  inclusive - ^ ’ub  ’ 

Before  or  after  these  dates — 

See  exhibit  D for  details  of  any  salaries  paid. 
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Exhibit  D 

Oregon  Shipbuilding  Coep. 

Salaries1  paid  to  (1).  Officers  and  directors  (regardless  of  amount),  (2)  others 
(in  excess  of  $ 15,000  annually) , (8)  individuals  who  have  been  officers  or 
directors  of  Kaiser  Co.,  Inc.,  the  Permanente  Metals  Corp.,  Richmond  Ship- 
building Corp.,  Kaiser  Fleeticings,  Inc.,  or  Oregon  Shipbuilding  Corp. 


Name 

Occupational  title 

Period  covered 

Total 

wages 

paid 

Amount* 

CALENDAR  YEAR  1941 

(1)  Officers  and  directors: 

Edgar  F.  Kaiser 

. Apr.  1 to  Dec.  31, 1841 

■ Feb.  9 to  Dee.  31, 1941 

Apr.  1 to  Dec.  31, 1941 

$13,  442.  S3 
10,615.42 
1,867.09 

$13,442.53 
10,  615.  42 
1,867.09 

J.  F,  Reis 

Administrative  manager- 

Joseph  Haag,  Jr__  .. 

(2)  Othor  (over  $15,000); 

None., 

(3)  Officials  of  other  com- 
panies; 

Feb.  9 to  Dec.  31, 1941 

Sept.  21  to  Dec.  31, 1941  .. 

8, 019. 36 
1, 615. 32 

8. 019.  36 
1,615.32 

CALENDAR  YEAR  1042 

(1)  Officers  and  directors: 

Edgar  F.  Kf.iser, 

10,730.96 
7,807.82 
3,847.36 
432.  72 

10,730.96 
7,807.82 
3, 847. 36 
432.72 

J.  F.'Reis ___ 

Administrative  manager- 

Jan.  19  to  Dec.  31, 1942.... 

Joseph  Haag,  Jr. _ __ 

(2)  Others  (over  $15,000): 

None. 

(3)  Officials  of  othor  com- 
panies:; 

Assistant  general  man- 
ager. 

9, 474. 16 

538.  44 

9, 474. 16 

538.44 

* M.  Miller 

CALENDAR  YEAR  1943 

(1)  Officers  land  directors: 
J.  E.  Lents. 

Assistant  office  manager. 

4, 718. 93 

4,718.93 

(2)  Other  (over  $::5,000): 

None. 

(3)  Officials  :of  other  com- 
panies rAibert  Bauer. 

CALENDAljt  YEAR  1«44 

Assistant  general  man- 
ager. 

Jan.  1 to  Dec.  31,  1943 

9,  570. 96 

9.  570.  96 

(1)  Officers  or  directors: 

Assistant  office  manager. 

1,678.56 

1,678.56 

(2)  Other  (over  $15,000): 

None.  j 

(3)  Officials  !of  other  com- 
panies: Albert  Bauer. 

Assistant  general  mana- 
ger. 

Jan.  1 to  Dec.  31, 1944-.. . 

9,039.24 

9,039.2 

CALBNDAlt  TEAR  104B 

(1)  Officers  apd  directors: 

G.  G.l  Sherwood 

E.  R.  Ordway 

Comptroller 

Jan.  1 to  Dec.  31,  1945 

10, 000.  00 
3,000.00 

1, 800.  00 

17, 070. 96 
15,  570.96 

None 

None 

None 

9,570.96 

9, 570. 96 

J.  E.  Lents.... 

ant. 

(2)  Others  (over  $15,000): 
it.  A.  Iloffman 

(3)  Officials  of  other  com- 

Assistant  general  mana-  1. 

panics:  Albert  .Bauer. 

ger. 

1 Includes  adjusted  compensation  (year-end  cash  “bonus”). 

* Reimbursable  under  cost  plus  a fixed  fee  or  claimed  as  allowable  cost  under  fixed  or  variable  price. 
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Exhibit  E 

Orison  Shipbuilding  Coup. 

Stock  ownership  from,  organization , July  SI,  19^6 


Original,  Jan. 
8-11,  1941 1 

Feb.  19,  1942  2 

Feb.  24, 1942 » 

May  18, 1942  > 

Shares 

Percent 

Shares 

Percent 

Shares 

Percent 

Shares 

Percent 

Todd  Shipyards  Corp... 

500.0 

50.00 

500 

9. 091 

0 

0 

0 

0 

10.0.  0 

10.  Q0 

1, 000 

18. 181 

825.0 

16 

0 

0 

62.5 

6,25 

625 

11.364 

625;  0 

11. 364 

0 

0 

62.5 

6.  25 

625 

11. 364 

625.0 

11.364 

0 

0 

General  Construction  Co 

62.5 

6. 25 

625 

11.364 

1,  375. 0 

25 

0 

0 

\V.  A.  Bechtel  Co 

38.5 

3. 86 

385 

7 

236.  6 

4.30 

0 

0 

Beehtel-McCono-Parsons  Corp.1 

38.5 

3. 85 

385 

7 

2.>U.  6 

4.30 

0 

0 

The  Utah  Construction  Co 

38.5 

3.85 

385 

7 

440. 0 

8 

0 

0 

Morrison-Knudsen'Co.,  Inc..  

38.5 

3.  85 

385 

7 

440. 0 

8 

0 

0 

MacDonald  & Kahn,  Inc — 

38.5 

3.85 

,385 

7 

420.0 

7.036 

0 

0 

Pacific  Bridge  Co.. 

Consolidated  Builders,  Inc. 

20.0 

2.  00 

200 

3.  636 

277.0 

6.  036 

0 

5, 500 

0 

100 

Total. 

1, 000. 0 

100. 00 

5,500 

100 

5,  500. 0 

100 

5, 500 

100 

' Issued  for  cash. 

! Additional  represents  stock  dividend. 

a No  new  issue.  All  transfers  for  cash.  , _ T 

. No  new  issue;  All  transfcrs  for  cagh;  present  percentage  participation  in  Consolidated  Builders,  Inc.,  is 
identical  to  Oregon  Shipbuilding  Corp.  percentage  at  Feb.  24, 1942. 
i Now  Bechtol-McOone  Corp. 


Exhibit  G 

(Question  No.  9) 

Oregon  Shipbuilding  Corp. 

Summary  of  shipyard  income  to  May  SI,  19^6 


Shipbuilding 

17.  S.  Maritime 
Commission 
contracts 

Other 

operations 

Total 

$527, 670,  .560.  78 
435, 917, 000. 00 

Total  contract  volume  2_ . . 

963,  687, 560.  78 

Gross  profit  before  taxes 1 

Federal  income  taxes  1 - 

40,  281,079.86 
27, 169, 588.  37 

, $46, 259. 39 
30,103.97 

$40, 327, 339.  25 
27, 199,692. 34 

13,  111,  491.  49 
1.36 

16, 155.  42 

13, 127,046.  91 

i See:  schedule  1. 
» See  schedule  4. 
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(Question  No.  9 — Schedule  2) 

) Oregon  Shipbuilding  Cobp. 
transfers  of  fees  to  other  shipyard 

§288,000  to  Kaiser-Vancouver  as  fees  for  perfoiming  such  work 


(Question  No.  9 — Schedule  3) 

Oregon  Shipbuilding  Corp. 

STATUS  OF  UNPAID  AND  UNSETTLED  CONTRACT  AMOUNTS 
[Supplement  to  9 (E)] 

I Final  settlement  of  unpaid  amounts  is  subject  to  completion  of  the  following  : 

1 Payment  by  the  contractor  and  obtaining  final  release  on  all  com- 
mitments pertaining  to  the  applicable  contracts.  statements  of  costs, 

9 cin’hQpri'npnt  nreDaration  by  the  contractor  of  final  statements  o 
f Audit^by  representatives  of  the  United  States  Maritime  Commission 

0f4C°£iv"g  contractor  <rom  costs  »,«d  W 

the  United  States  Maritime  Commission  and  final  negotiation  thereof. 

5 Xal  determination  of  costs  and  resultant  agreement  of  amounts  to 
be  recaptured  by  the  United  States  Maritime  Commission,  and/or  amounts 
due  the  contractor  from  the  United  States  Maritime  Commission 
Every  reasonable  effort  is  being  extended  by  tire  ""tractor J?  S“f  2ttSnt 

Maritime  Commission  Finance  Section  are  negotiating  tentative  settlements 
to  cover  a substantial  portion  of  the  amounts  involved,  leaving  minimum  amounts 

for  final^future  ^setUement.  T^resents  at  May  31,  1946,  the  flnal  payments  due 
ou  flxed-Driee  and  lump-sum  contracts,  withheld  by  the  United  States  Maritime 
CommMonln  accoZnce  with  the  terms  of  the  respective  contracts,  until  and 

amounts  per  schednle 

1 is  $2,056,776.67  representing  such  retentions. 


Approved  For  Release  2003/10/10  : CIA-RDP64B00346R000400060002-4 


(Question  No,  9 — Schedule  4) 


Approved  For  Release  2003/10/10  : CIA-RDP64B00346R000400060002-4 

SHIPYARD  PROFITS  479 


8S83S  g 8?3  S3  gg  8 

g^co cq'y? « d odd1  oT  «*' of  ff 
rS  32  W25  <9 


rt  ifl  NNVOl'Ji  O W 

0 o'  t? 

i-i  00  VtOrHCON  tH 


<£  <dV"  cd  cf  y?  cf 

8 sssssl  S 


co  3 coeo»oif5«d  © co co  co  b>C4 

CO  3 lO  H « H S O CO  tH  »Cffi 

S'  § feggSi;  8 ss  8 sfsf 

TH  <D  5 IO  . o CO 

S'  S3  g'S'd'SSS  8'  -r  .g 


58  g83°°gss8S  : ife*0 


ooo[  | 

. I 


iw  DOS  i 

nSSSuo  !|jj  j ||  t t > 

fifiiiifi JJs8  E fg  $8 

COtQCZ2GOCQ“5'— |i— if-  f-  >0  00  f-  OW 

mmm  5 7!  ? ft 

OOODOODOO  D DO  O DD 


Approved  For  Release  2003/10/10  : CIA-RDP64B00346R000400060002-4 


Approved  For  Release  2003/10/10  : CIA-RDP64B00346R000400060002-4 

480  SHIPYARD  PROFITS 

Exhibit  H 

(Questions  Nos.  10  and  11— Schedule  1) 

Oregon  Shipbuilding  Co. 

EFFECT^  OP  RENEGOTIATION  ON  FEES  AND  PROFITS  AND  STATUS  OF  CONTRACTS  STILL 
SUBJECT  TO  RENEGOTIATION 

1.  FeeS  and  profits  as  shown  on  schedules  under  question  9 represent  net  fees 
after  renegotiation. 

2.  Renegotiation  Agreement  No,  MCc20699  PABs331  was  entered  into  under 
date  of  February  23,  1944,  in  which  excessive  profits  for  the  fiscal  years  ending 
November  30,  1942,  and  November  30,  1943,  were  determined  to  be  $6,322,954.08 
and  allocated  as  follows:  $3,025,157.34  to  the  contractor’s  taxable  year  ended 
November  30,  1942 ; $3,297,796.74  to  the  contractor’s  taxable  year  ended  Novem- 
ber 30,  1943.  Allocation  of  such  excessive  profits  to  specific  contract  numbers  is 
detailed  bn  schedule  2 following. 

3.  Renegotiation  Agreement  No.  MCc33658  PABs568W  was  entered  into  under 
date  of  October  25,  1944,  in  which  excessive  profits  for  the  contractor’s  fiscal 
year  ending  November  30,  1942,  were  determined  to  be  $300,000.  Allocation  of 
such  excessive  profits  to  specific  contract  numbers  is  detailed  on  schedule  2 
following. 

4 The  only  remaining  shipbuilding  contract  subject  to  renegotiation  is  con- 
tract No.  MOc 15751  entered  into  under  date  of  March  1,  1945,  under  which  the 
total  profit  allowable  as  a lump  sum  under  addendum  No.  3 is  $7,072,000.  We 
have  been  advised  by  the  Price  Adjustment  Board  of  the  United  States  Maritime 
Commission  that  said  Board  has  found  that  no  excessive  profits  were  realized 
under  thb  above  contract. 

5.  Contract  No.  MCc34763  is  a selective-price  contract  and  according  to  its 
terms  not  subject  to  renegotiation. 

(Questions  Nos.  10  and  11 — Schedule  2) 

; Oregon  Shipbuilding  Corp. 

Allocation  of  excess  profits  as  determined  by  Price  Adjustment  Board 
FISCAL  YEARS  NOV.  30,  1942,  AND  NOV.  30,  1943 


Contract  No. 

Fees  earned 

Allocation  of  excessive  profits 

Net  fees 
paid  per 
schedule  1, 
question  9 

On  fees 
earned 

Less  items 
adjusted  in 
renegotiation 

Net  amount 
of  excessive 
profits 

MCcESPU 

MCc  ESP{>95 

MCc  ESP596 

MCc  ESP7950 — 

MCc  ESP8611 

}$5, 260, 607.34 
12,320, 000.00 
5, 880,  000. 00 
497, 957.34 

$127, 697. 34 

3, 821, 260. 00 
2,520,000.00 
17, 957. 34 

$146, 806.41 

17,  204. 73 
913. 15 
36. 31 

i $18, 109. 07 
3, 804, 055. 27 
2, 519, 086. 85 
17, 921. 03 

$5, 278, 716. 41 
8,515, 944.73 
3, 360, 913. 16 
480, 036. 31 

Total - 

23, 968, 664. 68 

6,486, 914.68 

163,960.60 

6,322,954.  08 

17, 635, 610. 60 

FISCAL  YEAR  NOV.  30,  1944 


MCc  13101... 
MOc  1578Q... 

Tottjl.. 


$6, 720, 000. 00 
3, 180, 000. 00 

$300,000.00 

$300, 000. 00 

9,900,000.00 

300,000.00 

300,000.00 

$6, 420, 000. 00 
3, 180,000,00 


9,600,000.00 


i Credit. 
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Exhibit  1 


( Question  No.  12— Schedule  1) 


Oregon  Siiipbuiiding  Cobp. 


Costs  of  shipyards  and  facilities  to  May  SI,  19-id 

Original  cost 


Shipyards  and  facilities — — : : 

In  addition  to  the  shipyards  and  facilities,  the 
following  were  also  built  by  Oregon  Ship- 
building  Corp.,1  under  the  facilities  contracts 
with  the  U.  S.  Maritime  Commission : 

Transportation ( 

Housing 


$397, 180. 72 
2, 179, 677. 54 


$20, 107,  408. 67 


2,  576,  858.  26 


Total  of  all  facilities  contracts  with  U.  S. 
Maritime  Commission 


22,  684,  266.  93 


i No  fees  or  profits  of  any  kind  were  paid  to  Oregon  Shipbuilding  Corp.  on  any  of  above 
work. 


November  13,  1946. 


In  answer  to  the  telegram  from  Marvin  J.  Coles,  addressed  to  Oregon  Ship- 
building Corp.,  dated  October  11, 1946,  we  submit  the  following  information : 

1.  Average  amount  of  outstanding  bank  loans. 

The  average  amount  of  bank  loans  of  Oregon  Shipbuilding  Corp,  during  the 
period  it  was  engaged  in  shipbuilding  activities  were  as  follows : 


February  through  December  1941 

Full  year  1942 

Full  year  1943 

Full  year  1944 

January  and  February  1945 ■ 

The  combined  average  for  the  full  period  from  February  1941  to 
and  including  February  1945  was 


$1,  472,  727 
2,  242,  750 

2,  975, 000 
3, 150,  000 

3,  400,  000 

2,  518, 633 


2.  Disallowed  costs  allocated  to  applicable  contracts. 

Disallowed  costs  allocated  to  the  various  contracts  of  Oregon  Shipbuilding 
Corp.  were  as  follows : 


Contract  MCc-ESP-11  and  Contract  MCc-ESP-595 $627, 427.  77 

Contract  MCc-ESP-596 „ 606,276.82 

Contract  MCc-7950 ■ — 198,  973.  74 

Contract  MCc-8611 10, 161.  64 

Contract  MCc-13101 274,  967.  61 

Contract  MCc-15750 398,  666.  60 

Contract  MCc-15751 1,  341, 171.  03 

Contract  MCc-34263 1,  091,  872.  28 


Total — 4, 549,  517.  49 

The  above  allocations  were  based  on  the  major  contract  in  force  for  ship  con- 
struction at  the  time  the  expense  was  incurred  or  the  disallowance  made.  No 
allocation  was  made  for  facility  contracts  under  which  no  fee  or  profit  was  paid. 

3.  Amount  of  bank  loans  secured  by  pledge  of  Government  contracts. 

A maximum  of  $3,400,000  in  private  bank  loans  was  obtained  by  Oregon  Ship- 
building Corp.  to  be  used  in  its  shipbuilding  activities.  None  of  the  Government 
shipbuilding  contracts  of  Oregon  Shipbuilding  Corp.  were  pledged  or  assigned  to 
the  bank  as  security  for  these  loans. 
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Exhibit  14 

Questions  and  Answers  Relating  to  California  Shipbuilding  Cobp. 

Question  1.  The  date  on  which  your  company  was  formed,  and  a copy  of  its 
corporate  charter. 

Answer  1.  Cali  Eornia  Shipbuilding  Corp.  was  incorporated  on  January  6,  1941. 

A copy  of  its  cha  :'ter  is  attached  hereto. 

Question  2.  The  total  capital  of  your  company,  giving  a break-down  of  the 
types  of  stock  and  securities. 

Answer  2.  (A)  As  of  November  30,  1945, 1 there  were  issued  and  outstanding 
6,000  shares  of  nopar  common  stock.  At  a stated  value  of  $100  per  share,  this 
represented  $600,000  of  capital. 

(B)  In  addition,  the  stockholders  loaned  the  corporation  in  proportion  to 
their  stockholdings  the  sum  of  $700,000  making  the  total  available  capital  funds 
of  $1,300,000. 

(C)  In  addition  to  the  capital  funds  invested,  the  corporation  used  its  credit 
to  finance  its  operations  whereby  $4,000,000  was  made  available  to  this  corpora- 
tion througjh  bank  credits. 

Question  3.  The  names  of  all  officers  and  directors,  and  a statement  of  their 
annual  compensation. 

Answer  3.  (A)  Names  of  officers  and  directors : 


Officers 

Directors 

Director. 

Do. 

Do. 

Do. 

Do. 

Do. 

Do. 

Do. 

Do. 

J.  M.  Warfield 

Vice  president,  assistant  secretary  and  assistant  treasurer. 

W.  E.  Waste-, 

' T.  P.  Loach,-,- 

Paul  S.  Marrin 

1 [Penned  notation:]  100,000  originally. 
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(B)  None  of  the  officers  or  directors  received  compensation  from  the  corpora- 
tion except  as  follows: 


1841 

1942 

1943 

1944 

1945 

S.  D.  Bechtel,  director  and  chairman  of  the 
board: 

Salary 

Bonus 

$4,500.00 

Total 

4,500.00 

John  A.  McCone,  director  and  president: 

Salary 

$12,057.55 

$18, 692. 10 

$17, 999. 80 

$17,999.80 

12, 174. 67 
8,000.00 

Bonus 

Total 

12,057.  65 

18,692.10 

17,999.80 

17, 999. 80 

20, 174.  67 

Jerome  K.  Doolan,  vice'president: 

Salary 

8, 864. 11 

17, 394. 15 

18, 216. 12 

18,  216. 12 

5,340.84 

2,600.00 

Bonus 

Total 

8,864. 11 

17, 394. 16 

18, 216. 12 

18, 216. 12 

7,840. 84 

J.  M.  Warfield,  vice  president,  general  manager, 
assistant  secretary,  and  assistant  treasurer: 
Salary 

2, 307. 60 

9,407.74 

10, 384. 74 

13, 041. 39 

15, 333. 64 
5, 000. 00 

Bonus 

Total 

2,  307. 60 

9,407.  74  j 

10,384.74 

13, 041. 39 

20,333.  54 

15,859.85 

5,009.00 

J.  S.  Sides,  yice  president  and  production  man- 
ager: 

Salary 

3, 164. 75 

9, 863.10 
1,699.30 

10, 639. 46 

2, 045. 70 

10,469. 98 

2,  216.  24 

Bonus 

Total 

3, 164. 76 

11, 567. 46/ 

12, 685. 22 

12, 686. 22 

20, 859. 85 

W.  E.  Waste,  assistant  secretary  and  assistant 
treasurer; 

Salary 

10, 400. 38 

4, 748. 73 

Bonus 

1 

Total 

10, 490. 38 

4, 748. 73 

Russell  A.  Bergemann,  assistant  secretary  and 
assistant  treasurer: 

Salary 

1,726.01 

4,690.02 

5, 825. 66 

6,767.62 

7,044.05 

2,500.00 

Bonus 

Total 

1,726. 91 

4,690.02 

5, 825. 66 

6, 767.  62 

9,  544.05 

T.  P.  Loach,  administrative  manager,  assistant 
secretary,  and  assistant  treasurer: 

Salary 

2, 430. 73 

6, 455. 16 
416.42  . 

7,197.96 

10,180.  65 
2,500.00 

Bonus 

Total ... 

2,430.73 

6,871.58 

7, 197. 96 

12, 680.  55 

i 
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Question  4.  The  names  of  all  officers  and  employees  who  have  received  compen- 
sation of  over  $15,000  per  annum,  giving  the  amounts  received  and  the  extent 
to  which  such  payments  were  reimbursable  by  the  Maritime  Commission. 

Answer  4 : 


1041 

1942 

1943 

1944 

1945  l 

John  A.  McCone*  president: 

$12, 057. 66 

$18, 692. 10 

$7,615.30  ! 

$13, 499. 85 

$205.  34 

10, 384. 50 

4, 499.  95 

11, 869. 33 

8,000.00 

12, 057.  56 

18, 692. 10 

17, 999. 80 

17,999. 80 

20, 074. 67 

Jerome  K.  Doolep,  vice  president: 

8,846.11 

14,095. 68 

14,871.58 

9,  560. 41 

34. 22 

3,  298. 47 

3, 344.  54 

8,  665.  71 

5, 306. 62 

2, 500. 00 

Total 

8, 846. 11 

17, 394. 15 

18, 216. 12 

18,  216. 12 

7,840.84 

J*  S.  Sides,  vice  president  and  production  man- 
ager: 

3, 164. 75 

9, 868. 10 

10,639.46 

10,469.98 

2, 693. 19 

1,699.36 

2, 045.76 

2, 216. 24 

13, 166. 66 

6, 000. 00 

Total 

3, 164. 75 

11, 567. 46 

12,685.22 

12,  686. 22 

20,859. 85 

J.  M.  Warfield,  Vice  president  and  general  man- 
ager: 

2, 307. 60 

9,407.74 

9, 859.09 

10, 825. 15 

3, 367.01 

625.  66 

2,  216. 24 

11, 906.  53 

5, 000. 00 

Total 

2, 307. 60 

9,407. 74 

10,384.74 

13, 041.  39 

20, 333.  64 

A.  O.  Pcgg,  technical  consultant  and  manager 
of  outfitting: 

0. 508. 35 

10,026.89 

10, 000. 12 

2, 639. 37 

779.  22 

2, 189.47 

2,  216. 24 

10, 203. 46 

Bonus  not  reimbursed - 

2,  500. 00 

Total 

10,  287.  6? 

12, 216. 36 

12,  216.  36 

15,  342. 83 

W.  O.  Ryan,  chief  engineer: 

7, 276. 91 

9,721.94 

11,  222.  06 

10,469.98 

2,639. 37 

2,  045.  50 

994. 30 

2, 216. 24 

10, 164. 31 

Bonus  not  reimburs3d 

2, 500. 00 

. 7,276.91 

11,767.44 

12,  216.36 

12, 686. 22 

15,303.08 

1 

i For  the  year  1946,  the  salaries  shown  as  “Salary  not  reimbursed”  includes  salaries  charged  to  “Fixed 
price  con  tracts.’  * 

Question  5.  The  names  of  all  persons,  associations,  or  corporations  holding 
5 percent  of  more  of  the  capital  stock  of  your  company,  giving  the  amounts  of 
capital  stoclk  held  by  each. 

Answer  5.;  Stockholders  holding  5 percent  or  more  of  capital  stock  at  November 
30,  1945 : 


Stockholders 

Number 
of  shares 

Percentage 
of  stock 
held  i 

1,373 
1,373 
725^ 
692H 
692 
583  H 
286  ft 
276 

22.883 
22. 883 
12.058 
11.  543 
11.  533 
9.725 
4.  775 
4.6 

6, 000 

100. 

_ — 

i [Penned  notation:]  Kaiser  held  stock  until  April  1946. 


I 
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Question  6.  The  shipbuilding  experience  prior  to  1941  of  all  officers,  directors, 
and  stockholders  holding  over  5 percent  of  your  capital  stock. 

Answer  9.  General. — Prior  to  1941  various  stockholders  of  the  corporation  were 
participants  of  several  shipbuilding  corporations  then  existing.  This  participation 
started  with  Seattle-Tacoma  Shipbuilding  Corp.  in  1939  and  extended  to  the 
Todd-California  Shipbuilding  Corp.  and  the  Todd-Bath  Iron  Shipbuilding  Corp 
in  1940.  The  latter  two  contracts  were  with  the  British  Purchasing  Commission 
Several  of  the  stockholders  ( W.  A.  Bechtel  Co.,  MacDonald  & Kahn,  Inc.,  Morrison, 
Knudsen  Co.,  Inc.,  Utah  Construction  Co.,  and  J.  F.  Shea  Co.,  Inc.)  took  a prom- 
inent part  in  the  building  of  Boulder  Dam  and  powerhouses  which  contained  a 
great  many  of  the  elements  that  make  up  a vessel  such  as  steel  fabrication, 
assembly  and  erection,  piping  fabrication,  and  installation,  electrical  installation, 
and  machinery  installation.  Boulder  Dam  was  just  one  of  many  such  large 
projects  built  individually  or  in  combinations  by  these  stockholders. 

TP.  A.  Bechtel  Co. — The  W.  A.  Bechtel  Co.  is  an  old-established  engineering 
and  construction  company  with  years  of  experience  in  the  building  of  large 
structures  such  as  dams,  bridges,  highways,  buildings,  railways,  etc.  Mr.  S D 
Bechtel,  its  president,  and  also  chairman  of  the  board  of  California  Shipbuilding 
Corp.,  has  for  20  years  served  in  an  executive  capacity  in  connection  with  the 
planning  and  execution  of  the  above  types  of  work,  all  of  which  involved  similar 
management  and  physical  problems  to  those  encountered  in  the  construction  of 
shlP'  Mr.  I S D ] Bechtel  was  a director  of  the  Seattle-Tacoma,  Todd-California, 
and  Todd-Bath  Shipbuilding  Corps.,  in  1940  and  prior  to  the  inauguration  of 
Cal  ship. 

MacDonald  & Kahn,  Inc. — Felix  Kahn,  president  of  MacDonald  & Kahn,  Inc 
was  general  manager  of  the  San  Francisco  Shipbuilding  Co.  during  World  War  I 
when  he  was  in  charge  of  designing  and  building  a shipyard  at  Government  Island 
on  the  estuary  at  Oakland,  Calif,,  and  building  7,000-ton  concrete  tanker  ships 
for  the  Emergency  Fleet  Corporation.  Also,  under  his  supervision  the  first  self- 
propelled  concrete  ship,  Faith,  was  designed  and  built. 

. Bechtel-McOone  Corp. — Bechtel  McCone  Corp.  have  had  extensive  experience 
in  design  and  erection  of  some  of  the  west  coast’s  largest  oil  refineries  and  re- 

Whiie  John  A.  McCone  was  executive  vice  president  and  general  manager  of 
the  Consolidated  Steel  Corp.,  he  had  extensive  experience  over  a period  of  years 
in  steel  fabrication,  in  steel  erection,  and  building  machinery.  CoLoEed 
htt^he0?fniVfasaowe  0f  fabricators  and  erectors  of  steel  machinery 

tbe^v  BecJltel'M?Con?  GorP->  wUh  the  aid  of  personnel  from 

the  W.  A.  Bechtel  Co.,  engineered  and  constructed  shipyards  and  facilities  at 
Orange,  Tex.,  for  the  Consolidated  Steel  Corp.  pennies  at 

General  Construction  Co. — The  principal  officers  and  major  stockholders  of 
General  Construction  Co.  were  the  operating  heads  of  McEachern-Clarkson- 
Standifer,  a shipbuilding  company  organized  during  World  War  1,  which  con- 
structed  wooden  vessels  for  the  Norwegian  firm  of  O.  A.  Anderson  Co  Such 
First  World  ^atlons  were  earrled  on  for  a year  or  more  after  the  end  of  the 

°s~In  1F17’  191?>  and  1919  the. operating  heads  of  Pacific 
Budge  Co.  built  and  operated  a shipyard  known  as  the  Standifer  Skinvard  nt 

J \ ™ShlPyasrd  WaS  constr'lctel1  a°d  operatedasa  private  yard* 
r £«<?•— The  predecessor  of  J.  F.  Shea  Co.,  Inc.,  was,  during  World 

Warl,  a subcontractor  of  North  Pacific  Shipbuilding  Co.,  and  fabricated  and 
installed  all  of  the  piping  and  similar  work  Ip  connection 'with  the  construction 
Of  eight  steel  vessels  at  a shipyard  in  Seattle,  Wash.  construction 

o ^d,rJrat  Tand  and  Admiral  Vickery  called  upon  this  group  to  build  and  onerate 
a shipyard,  because  they  knew  of  the  experience  and  capacitv  of  the  groun  in 
planning,  organizing,  administering,  and  executing  iarge  projects  g P ln 
J- .The  names  of  all  officers,  directors,  or  stockholders  owning  more 
t an  5 percent  of  the  capital  stock  of  your  company,  who  have  held  positions  ns 

rw,erf  °-*  t ire°f'?rs  of  another  company  which  had  contracts  with  the  Maritime 
Commission  or  the  War  Shipping  Administration.  Maritime 

Answer  7.  You  will  note  from  answer  5.  that  all  stockholders  are  corporations 
therefore,  no  officer,  director,  or  stockholder  owning  more  than  5TS  of 
the  capital  stock  of  the  corporation  held  positions  as  officer  or  director  of  un- 
shipping11Adml ni stratffin?  C°ntrflCtS  W“h  the  Maritlme  Commission  or  the  War 

Question  8.  The  names  of  all  officers,  directors,  or  stockholders  owning  more 
than  5 percent  of  the  capital  stock  of  your  company  who  have  owned  5 
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or  more  of  the  capital  stock  of  another  company  which  had  contracts  with  the 
Maritime  Cotamission  or  the  War  Shipping  Administration.  [Penned  notation : 

No  break-down — set.  3 

Answer  8.  W.  A.  Bechtel  Co.,  Bechtel-McCone  Corp.,  Morrison-Knudsen  Co., 

Inc.,  MacDonald  & Kahn,  Inc.,  the  Utah  Construction  Co.,  and  J.  F.  Shea  Co., 

Inc 

Question  9;  A description  of  all  contracts  with  your  company  and  the  Maritime 
Commission  giving — 

(а)  The  serial  number  of  each  contract. 

(б)  The  type  of  contracts  (i.  e.,  whether  cost  plus,  lump  sum,  or  price  minus). 

(0)  The  numbei  and  type  of  ships  covered  by  each  contract. 

id)  The  number  of  ships  constructed  and  delivered  under  each  contract. 

(e)  The  total  amounts  paid  by  the  Maritime  Commission  under  each  contract. 

(If  final  settlement  has  not  been  reached,  please  give  status  of  negotiations,  the 
amounts  in  dispute,  and  the  amounts  already  paid.) 

( f ) The  maximum  fee  payable  under  each  contract. 

(р)  The  minimum  fee  payable  under  each  contract. 

(h)  The  actual  fee  paid  under  each  contract.  (If  final  settlement  of  fees  has 
not  been  reached,  please  give  details  as  to  amounts  paid,  amounts  in  dispute,  ^ 

etc-)  ' , . 

( 1 ) The  profits  received  on  each  lump-sum  contract. 

(j)  The  total  of  all  fees  and  profits  received  by  your  company  under  contracts 
with  the  Maritime  Commission.  , ^ 

Answer  9~1.  (a)  Contract  Mcc  7785  (formerly  ESP-10),  dated  March  14  1941, 
with  addenda  Nos.  1,  2,  3,  4,  and  5,  dated  March  19,  1941,  May  1,  1941,  May  1, 

1941,  March  2,  1944,  and  April  10,  1944,  respectively. 

(ft)  A cost-pluf- -fixed-fee  contract.1 

(с)  Thirty-one  EC2-S-C1  cargo  vessels. 

(d)  Thirty-one  vessels  constructed  and  delivered. 

<e)  See  II. 

(f)  See  II. 

(р)  See  II. 

(h)  See  II. 

(i)  See  II. 

ll\a)  Contrac:  MCc  7786  (formerly  DA-16),  dated  May  1, 1941,  with  addenda 
Nos!  1,  2,  and  3,  d ated  May  1, 1941,  March  2, 1944,  and  April  10, 1944,  respectively. 

(b)  A cost-plus-fixed-fee  contract. 

(с)  Twenty-four  EC2-S-C1  cargo  vessels. 

(d)  Twenty-four  vessels  constructed  and  delivered. 

(e)  Total  amounts  paid  by  the  U.  S.  M.  O.,  $88,178,588.45,  not  including 
$1,442.56  which  has  not  been  received.  Final  settlement  in  process. 

(/)  Maximum  fee  payable,  $140,000  per  vessel. 

(p)  Minimum  fee  payable,  $60,000  per  vessel.  „ „„  _ri_  „ 

(%)  Actual  fee  paid,  $65,409.53  per  vessl  or  a total  of  $3,o97,524. 

(i)  Non<^ 

III.  » Contract  MCc  2128,  dated  January  17,  1942,  with  addenda  Nos.  1 and 
2,  dated  March  2, 1944,  and  April  10,  1944,  respectively. 

(b)  A cost-plvs-flxed-fee  contract. 

(0)  One  hundred  nine  EC2-S-01  cargo  vessels. 

Id)  One  hundred  nine  vessels  constructed  and  delivered. 

(e)  Total  amounts  paid  by  the  U.  S.  M.  C.,  $110,858,437.91,  not  including 
$5  274.34  which  has  not  been  received.  Final  settlement  m process. 

\f)  Maximum  fee  payable,  $140,000  per  vessel. 

(p)  Minimum  fee  payable,  $60,000  per  vessel.  ttTO7Sft„, 

(h)  Actual  fee  paid,  $81,218.17  per  vessel  or  a total  of  $8,852,780.24. 

(1)  Nonje. 

IV  (a)  Contract  MCc  7834,  dated  June  16,  1942,  with  addenda  Nos.  1,  2,  and 
3,  dated  May  15,  1943,  March  2,  1944,  and  April  10,  1944,  respectively. 


i For  accounting  purposes  contracts  MCe  7785  and  MCc  7786,  56  ships  together. 
» Includes  31  vessels  under  contract  CMc7785. 
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(6)  A cost-plus-flxed-fee  contract. 

(0)  Sixty  SC2-S-C1.  cargo  vessels. 

(d)  Sixty  vessels  constructed  and  delivered. 

3tal . amounts  PaW  by  the  U.  S.  M.  C„  $49,074,066.12,  not  Including 
$5,442.95  which  has  not  been  received.  Final  settlement  pending. 

(/)  Maximum  fee  payable,  $140,000  per  vessel. 

(ff)  Minimum  fee  payable,  $60,000  per  vessel. 

W Actual  fee  paid,  $60,499.67  per  vessel  or  a total  of  $4,101,020. 

(1)  None. 

(/)  See  XVI. 

V.  (a)  Contract  MCc  13097,  dated  December  24,  1942,  with  addenda  Nos.  2, 

®>  an<J  4,  dated  April  20,  1943,  November  1,  1944,  and  November  7,  1944,  respec- 
tively. Addendum  No.  1 never  executed  because  contract  contained  exact 
language  specified  in  the  addendum, 

(6)  A cost-plus-fixed-fee  contract. 

(c)  Original  contract  for  62  EC2-S-C1  vessels,  increased  to  112  EC2  vessels 
by  addendum  No.  2,  30  of  which  were  completed  as  Z-ETI-S-C3  tankers 

(d)  One  hundred  twelve  vessels  constructed  and  delivered 

amounts  PaW  by  the  U.  S,  M.  C.,  $103,672,480.12,  not  including 
$12,964.74  which  has  not  been  paid.  Final  settlement  pending. 

(f)  Maximum  fee  payable,  per  addendum  No.  3 $70,000  per  vessel  for  32  EC2 
vessels,  $60,000  per  vessel  for  60  EC2  vessels,  and  $81,000  per  vessel  for  30 
tankers. 

(p)  Minimum  fee  payable,  per  addendum  No.  3,  $30,000  per  vessel  for  32  EC2 
vessels,  $20,000  for  50  EC2  vessels,  and  $35,000  per  vessel  for  30  ETI  tankers 

(h)  Actual  fee  paid,  $66,625  per  vessel  or  a total  of  $7,850,000 

(i)  None.  ' ' 

U)  See  XVI. 

Contract  MCc  15740,  dated  April  20,  1943,  with  addendum  No.  1,  dated 
March  1,  1945. 

(6)  Originally  a cost-plus-flxed-fee  contract,  converted  to  a lump-sum  con- 
tract by  addendum  No.  1. 

(e)  Original  contract  called  for  84  VC2-S-AP3  cargo  vessels,  changed  bv 
addendum  No.  1 to  32  VC2-^S-AP3  Victory-type  cargo  vessels  and  30  VC2-SAP5 
transports. 

(d)  Fifty-three  vessels  constructed  and  delivered,  nine  vessels  delivered  par- 
tially complete.  e 

<?>  T°t»l ^ amounts  paid  by  the  U.  S.  M.  C.,  $135,236,338.40  less  retained  per- 
ten  cage  or  tpJ.j^.uU>UULr. 

(/)  None. 

(р)  None. 

( h ) None. 

(i)  Profits  received,  $3,562,157.37,  of  which  $302,157.37,  as  of  this  date,  is 
indicated  as  subject  to  recapture.  Final  settlement  in  process. 

O)  See  XVI. 

VII.  (a)  Contract  MCc  30603,  dated  July  18,  1944 
(&)  A cost-plus-flxed-fee  contract. 

VC^7S“^Pv  Victory-type  cargo  vessels,  incorporated  into  con- 
tract MCc  34764  mentioned  below. 

VIII.  (a)  Contract  MCc  33932,  dated  November  14, 1944 
(6)  Cost  only,  no  fees  or  profits  allowed. 

(с)  Contract  provided  for  the  custody  of  unused  EC2  materials. 

(d)  None. 

(e)  Total  amounts  paid  by  the  U.  S.  M.  C„  $103,706.65.  Final  settlement  In 
process. 

(/)  None. 

{())  None. 

(fc)  None. 

(1)  None. 

</)  See  XVI. 

a date<*  March  1,  1945,  with  addenda  Nos.  1,  2,  and 

May  17,  1945,  October  2,  1945,  and  December  1,  1945,  respectively 
(6)  A selective  price  contract. 

(c)  Seventy-nine  VC2-S-AP2  Victory-type  cargo  vessels. 
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(d)  Sixty-nine  vessels  constructed  and  delivered,  completion  of  the  last  10 

V7ef  tIS' U.  S.  M.  O.,  $171,700,000  less  a retained  per- 

06  mVaxiWm0]?rofit  which  couid  be  earned  was  originally  $12,024  590  which 
was  subsequently^  reduced  to  $10,502,490  due  to  outright  cancellation  of  10 

vessels.  '■ . ■ 

(g)  No  minimum  profit  assured. 

U)  Profit  received,  $11,459,774.81  of  which  $3,100,884.81,  as  of  this  date,  is 
indicated  as  subject  to  recapture.  Final  settlement  in  process. 

X?  W Contract  MCc  36035,  dated  March  1,  1945. 

(c)  unused  Victory  and  transport  ma- 

terials. 

(e)  Total'  amounts  paid  by  the  U.  S.  M.  C„  $56,178.52.  Final  settlement  in 
process.  ! 

(/)  None.  : 

(g)  None. 

(ft)  None. 

(i)  None! 

XI.  (a)  Contract  MCc  40183,  dated  July  10,  1945. 

(0)  Contract  provided  for  use  of  facilities  for  repair  of  vessels  and  perform- 

aD  (d)°  Vessel  .-'"constructed  and  delivered,  20  vessels  repaired  and  delivered, 

and  13  other  repairs  jobs  handled.  sMsuoaiwu  Final  settlement 

(e)  Total  amounts  paid  by  the  U.  S.  M.  C.,  $433,240.04.  Pinal  seme  r 

Pe^f!nFees  determined  by  a sliding  scale  computed  against  the  estimated  cost 
of  the  repair  work.  Maximum  fee  per  vessel  subject  to  negotiation  if  estimated 

cost  excMd^^O00,Q°zero  ag  to  vcssei  repairs  costing  less  than  $5,000  per  vessel. 

(ft)  Actual  fees  paid,  $19,708.40. 

(1)  None. 

XII . (o>  Contract  MCc  40309,  dated  September  18,  1945. 

(b)  Provides  payment  of  fair  compensation  of  work  performed  under  letter 
of  intent dated  July  25,  1945,  calling  for  the  construction  of  12  barges  under 
the  United  States  Navy  Dagwood  project. 

(c)  Twelve  barges. 

(d)  None.  (Work  terminated  August  15,  1945.) 

(e)  Total  amounts  paid  by  the  U.  S.  M.  C.,  $35,535.61  received  in  final  settle- 
ment of  this  cont  ract. 

(f)  None  men tioned. 

(g)  None  mentioned. 

(ft) 

(i)  $1,957.96. 

-j/lH  (a)  Contract  MCc  1284  (formerly  ESP-1),  dated  January  11, 1941,  with 
addenda  ifos .1  and  2,  dated  January  25,  1945,  and  March  24,  1941,  respectively. 

(c)  Facilities  contract  to  construct  eight  shipways  and  facilities. 

<e)  Total  amount  paid  by  U.  S.  M.  C.,  see  XIV. 

(/)  None. 

( g ) Norte.  ' 

- (ft)  None. 

(i)  None. 

</)  See  XVI. 
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XIV.  (a)  Contract  MCc-597  (formerly  DA-4),  dated  April  9,  1941. 

(b)  Cost  only. 

(c)  Contract  to  construct  six  additional  shipways  and  facilities. 

(d)  None. 

(e)  Total  amount  paid  by  U.  S.  M.  C.  includes  amount  under  contract  MCc- 
1284,  $21,219,977.91. 

(!)  None. 

(g)  None. 

(h)  None. 

( i ) None. 

(j)  See  XVI. 

XV.  (a)  Contract  MCc  16830,  dated  June  8,  1943,  with  addenda  Nos.  1 and  2, 
dated  December  21,  1943,  and  March  1,  1945,  respectively. 

( 6 ) Cost  only. 

(c)  Contract  to  construct  additional  facilities  for  Victory  and  transport  vessel 
construction. 

(d)  None. 

(e)  Total  amounts  paid  by  the  U.  S.  M.  C.,  $3,993,650.29. 

(f)  None. 

(g)  None. 

(h)  None. 

(!)  None. 

(/)  See  XVI. 

XVI.  All  contracts. 

(j)  See  schedule  A attached. 

Question  10.  The  fees  and  profits  under  each  of  the  aforementioned  contracts 
allowed  after  renegotiation. 


Contract 

Number 

of 

vessols 

Fees 

earned 

Excessive 
profits  deter- 
mined in  re- 
negotiation 

Fees  allowed  in 
renegotiation 

MCc-7785 

} 55 

$3,  597,  524 

MCc-7786 

None 

$3,  597, 524. 00 
8, 852, 780. 24 
4, 101, 020. 00 
7, 350, 000. 00 

MOc-2128 

109 

60 

112 

16, 260, 000 
8,  400, 000 

$6,  407,  219.  76 

MCc-7834.„ 

MCc-13097. 

Renegotiation  has  not  been  completed  on  contracts  MCc  15740,  MCc  34764,  MCc 
40183,  and  MCc  40309.  Contract  MCc  34764  is  by  its  terms  not  subject  to 
renegotiation. 

Question  11.  The  status  of  each  contract  still  subject  to  renegotiation,  giving 
wherever  possible,  information  showing  the  opinion  of  the  Price  Adjustment 
Board  and  of  your  company  as  to  the  fees  and  profits  permissable  under  each 
contract. 

Answer  11.  Opinion  of  the  Price  Adjustment  Board  regarding  permissable 
fees  and  profits  on  contracts  still  subject  to  renegotiation  is  not  known  The 
opinion  of  the  corporation  is  that  no  part  of  the  fees  and  profits  received  and 
due  on  each  contract  are  excessive  and  all  are  permissable. 

Question  12.  The  total  cost  to  the  Government  of  the  shipyards  and  facilities 
used  by  your  company. 

Answer  12.  $25,213,628.20. 


i California  Shipbuilding  Coup., 

Mr.  Marvin  j.  Coles,  Wilmington,  Calif.,  October  15,  191,6. 

General  Counsel,  Merchant  Marine  and  Fisheries  Investigating  Committee  ' 
House  of  Representatives,  Washington,  D.  C. 

: Complying  with  your  telegraphic  request  of  October  10,  you 
will  find  hereinbelow  the  information  you  requested.  J 
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1.  Actual  amount  of  loans  from  stockholders. — 


Year  and  month 


1941—  February  t 

March...! 

April 

May. f. 

June L 

July [ 

AugUSt_--i 

September 

October—-. 

November — 

Monthly  average  - - - 
December 

1942 —  January-. — 

February^ 

March...;- - 

April j 

May i 

June 

July ! 

August.  -J- 

September - 

October. — 

November.- 

Monthly  average— 
December 

1943—  January— 

February! — 

March... 

April — J — 

May — 

June 

July 

August. -i 

September 

October.-! 

November 

Monthly  average. - 
Decembef. 

1944—  January-- 

February 

March.  _4 — 

April ----- 

May i 

June — I 

July 

August— --- 

September 

October.  

November. 

Monthly  average.  _ 
December 

1946— January  

. February1-- 

March.  _r 

April — L 

May L 

June r 

July--— 

August... 

• September 

•October-!- 

November 

Monthly  average.. 
December 


Non-inter- 

est-bearing 


$700,000 
700, 000 
700, 000 
700, 000 
700,000 
700,000 
700,000 


700, 000 
700,  000 
700,  000 
1, 200,  000 
1, 200, 000 
1, 200, 000 
1, 200, 000 
1, 200, 000 
1,200,000 
1,  200,000 
1,  200,000 
1, 200, 000 


1,  200, 000 
1, 200, 000 
1, 200,  000 
1,  200,  000 
1,  200, 000 
1, 200,  000 
1, 200, 000 
1, 200, 000 
1, 200, 000 
1, 200, 000 
1, 200, 000 
1,200,000 


Interest- 

bearing 


1,  200,000 
1, 200, 000 
1, 200, 000 
1,  200, 000 
1,  200, 000 
1, 200,  000 


$500, 000 
500,000 
500, 000 
500,000 
500, 000 

500.000 

600. 000 

500. 000 

600. 000 
1,  500, 000 
1,  500, 000 
1,  600, 000 


Total 


$700, 000 
700,000 
700, 000 
700, 000 
700,000 
700,000 
700, 000 


700, 000 
700,  000 
700,  000 
1,  200, 000 
1, 200, 000 
1,  200,  000 
1,  200,  000 
1, 200, 000 
1,  200, 000 
1,  200, 000 
1,  200, 000 
1,  200, 000 


1,  500, 000 
1,  500, 000 
1,  500, 000 
1, 500,  000 
1, 500, 000 
1,  500, 000 
700, 000 
700,000 
700, 000 
700, 000 
700, 000 
700, 000 


700,000 
700,000 
700,000 
700,000 
700, 000 
700, 000 
700, 000 
700, 000 
700, 000 
700, 000 
700,000 
700,000 


0) 


1,  700, 000 
1,700,000 
1, 700, 000 
1,  700, 000 
1,  700, 000 
1,  700, 000 
1,  700, 000 

1,  700,  000 
1,700,  000 

2,  700,  000 
2,  700,  000 
2,  700,  000 


Monthly 

average 


2,700,000 
2,700,000 
2,700,000 
2,  700, 000 
2,  700, 000 
2,  700, 000 
700,  000 
700, 000 
700, 000 
700,000 
700,000 
700,000 


700, 000 
700, 000 
700,  000 
700,  000 
700,  000 
700,000 
700, 000 
700, 000 
700, 000 
700, 000 
700,  000 
700, 000 


<0 


$700,000 


1, 075, 000 


1,950,000 


1,700,000 


700,000 

0) 


l $700,000  paid  in  De  member  1945. 

Your  attention  is  called  to  the  increase  of  equity  in  capital  stock  subscribed 
to  by  the  stockholders  in  March  1942  from  $700,000  to  $1,200,000  This  additional 
loan  of  $5(J0  000  of  subordinated,  non-interest-bearing  was  not  paid  out  of  dm 
dendsLt  Additional  subscribed  capital  that  came  from  the  stockholders  from 

°l  In1  December  1942  the  subordinated  loans  were  increased  by  $500,000  and  in 
September  1943  the  subordinated  loans  from  the  stockholders  were  again  in- 
creased by  $1,000,000,.  making  a grand  total  of  $2,700,000  m subordinated  loans 
from  the  stockholders.  This  last  million  and  one-half  dollars  ($500,000  in 
December  1942  and  $1,000,000  in  September  1943)  represented  loans  by  the  stoek- 
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■ holders  after  the  payment  of  dividends  and  naturally  upon  which  the  stockholders 
had  paid  Federal  income  taxes  prior  to  having  made  the  loans  to  Calship. 

2.  Actual  amount  of  outstanding  hank  loans. — In  the  review  of  the  following 
schedule  of  bank  loans,  your  attention  is  called  to  the  fact  that  up  to  February 
1o1?  Calship  had  an  open  line  of  credit  through  a contract  with  the  bank  up  to 
<£3,000,000,  but  in  March  1943  the  corporation  provided  an  additional  $1,000,000 
through  a contract  with  the  bank,  increasing  the  open  line  of  credit  from  $3,000,000 
to  $4,000,000.  ! 

Bank  loans , Bank  of  America 


Year  and  month  Amount  Monthly 
of  loan  average 


1941 —  February 

March 

April. . 

May. 

Juno. 

July 

August. 

September.,.. 

October 

November... 

, Average  for  1941. 
December 

1942—  J anuar  y ... 

February. 

March 

April 

May 

June 

July.... 

August 

September 

Octobor 

November 

Average  for  1942. 
December 

1943 —  January 

February 

March. 

April 

May 

June. 

July 


$100, 000 

300. 000 

700.000 

500.000 
1, 100, 000 

1. 500. 000 

2. 500. 000 
2,  500, 000 

3. 000. 000 

1.700.000 

"I,"  566, "665’ 

2,  250, 000 

2,  750, 000 

2.000.  000 

3. 500.000 
3,000,000 
3, 000, 000 
3, 000, 000 
3, 000, 000 
3,000, 000 
3, 000, 000 
3, 000, 000 

’3, "666, "666" 

3, 000, 000 
3, 000, 000 

3. 750. 000 

3. 760. 000 

3. 750. 000 

3,  750,000 
3,750,000 


$1,390,000.00 


2, 750, 000. 00 


Year  and  month 


1943—  August.. 

September 

October 

November 

Average  for  1943. 
December. 

1944—  January 

February 

March. 

April.. 

May 

June 

July 

August... 

September 

October * 

November 

Average  for  1944. 
Deceinbcr 

1945—  January 

February 

March. 

April 

May... 

Juno 

July 

August.. 

September 

Octobor 

November  

Average  for  1945. 


Amount  Monthly 
of  loan  average 

$3, 750, 000 
3, 000, 000 

2. 760. 000 

2. 750. 000 


2,  750,  000 
2,  500,  000 
2,  500,  000 

2, 500, 000 
2,  500,  000 
2,  500,  000 
2, 500,  000 
2,  250,  000 
2, 250,  000 
2,  250,  000 
2,  250,  000 
2,  250,  000 

‘2, ‘250, "666" 
2,  250, 000 
2,  250, 000 


13,333,333.33 


2,416,666.67 


1, 000, 000 

1, 000,  000 

1, 000, 000 
1,  000, 000 
1,  000, 000 


979, 166,  67 


If  there  is  any  additional  information  you  require  we  shall  be  glad  to  forward 
it  to  you  upon  request. 

Very  truly  yours, 

California  Shipbuilding  C'orp., 

J.  M.  Warfield, 

Vice  President  and  General  Manager. 


Exhibit  15 

Henry  Brout  & Co., 

Mr.  Marvin  J.  Coles,  Esq.,  ^ ^ ^ K‘  Y"  Au°ust  1S’  1SJ*. 

General  Counsel,  Merchant  Marine  and  Fisheries  Investigating  Committee 
Washington  25,  D.  O. 

At,the  request  of  the  New  England  Shipbuilding  Corp.,  we  hare 
prepared  the  enclosed  reply  to  your  letter  of  July  27,  1946 

w®81!?11  be  Phased  to  cooperate  with  you  should  there  be  any  additional 
infoimation  you  may  require  in  connection  with  this  matter 
Very  truly  yours, 

Henry  Brout  & Oo. 
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Henry  Beout  & Co., 

New  York  11,  N.  Y.,  August  9,  1946. 

Mr.  Marvin  J.  Cores,,  Esq.,  . T ..  _ ... 

General  Counsel,  Merchant  Marine  and  Fisheries  Investigating  Committee, 

Washington  25,  D.  C. 

Dear  Sir:  ‘in  reply  to  your  letter  of  July  27,  1946,  we  are  pleased  to  inform 

y °1.  The  UNew ' England  Shipbuilding  Corp.,  formerly  the  South  Portland  Ship- 
building Corn.,  was  organized  on  April  1,  1941  (a  copy  of  the  corporate  charter 

4s  submitted  herewith) . o -™n 

2.  The  total  capital  stock  of  the  company  consists  of  a single  issue  of  2,780 
shares  Of  common  stock  of  $100  par  value,  for  a total  of  $278,000.  In  addition, 
the  stockholders  of  the  company  furnished  to  it  as  working  capital  non-interest- 
bearing  loans  in  the  sum  of  $750,000  fully  subordinated  to  bank  loans  which 
from  time  to  time  exceeded  $2,000,000. 

S.  See  schedule  A attached. 

5.  The  capital  stock  of  the  New  England  Shipbuilding  Corp.  is  owned  5(1  percent 
by  Bath  Ironworks  Corp.,  Bath,  Maine,  and  50  percent  by  Todd  Shipyards  Corp., 

No.  1 Broadway,  New  York,  N.  Y.  , . . . . _ . , . 

6.  Both  corporate  stockholders  have  been  engaged  in  shipbuilding  or  in  ship- 
repair  work  for  many  years.  The  Bath  Iron  Works  Corp.  was  organized  in 
1927  to  engage  in  the  shipbuilding  business.  It  acquired  the  shipyard  and 
some  of  the  personnel  of  a corporation  of  the  same  name  engaged  in  the  ship- 
building business  for  several  decades.  Todd  Shipyards  Corp.  was  organized  on 
June  14,  1916,  and  since  that  date,  either  by  itself  or  through  subsidiary  or 
affiliated  corporations,  has  been  engaged  in  the  ship  repair  and  conveision 
business  and1  during  World  Wars  I and  II  in  the  shipbuilding  industry. 

7.  No  stockholders  other  than  the  corporate  stockholders,  Bath  Iron  Works 

Corp.  and  Todd  Shipyards  Corp.,  held  more  than  5 percent  of  the  capital  stock 
of  New  England  Shipbuilding  Corp.  . 

8.  The  capital  stock  of  the  New  England  Shipbuilding  Corp.,  as  stated,  in 

answer  to  question  5,  is  wholly  owned  by  the  Bath  Iron  Works  Corp.  and  Todd 
Shipyards  Corp..  both  of  which  had  other  contracts  with  the  Maritime  Com- 
mission and/or  the  War  Shipping  Administration.  „ 

9 See  schedule  attached.  The  company  has  submitted  figures  on  all  contracts 
subject  to  renegotiation,  but  has  not  as  yet  received  notice  of  the  determination 
of  the  Price  Adjustment  Board  as  to  any  of  the  contracts.  The  company  is  of 
the  opinion  that  it  is  entitled  to  the  fees  as  they  are  computed  under  the  various 
Contracts. 

10.  The  cqntracl  s held  by  New  England  Shipbuilding  Corp.  are  in  the  course 

of  renegotiation  (see  9 above).  • „ ' 

11.  Data  has  been  submitted  to  the  Price  Adjustment  Board  on  all  contracts 
subject  to  renegoti  ation  including  the  following : 

. , DA-MCc-19 
DA-MCc-733 
DA-MCc-739. 

MCc-2602 
MCc— 15449 

. MCc-j.7295  . , . 

The  fees  allowable  to  this  company  under  these  contracts  are  under  review  by 
the  Price  Adjustment  Board.  As  stated  above,  the  company  is  of  the  opinion 
that  it  is  entitled  to  fees  computed  in  accordance  with  the  aforesaid  contracts. 

12.  See  schedule  attached.  . , , . ,,  ... 

Should  there  be  any  further  information  required  by  you  in  connection  with 

the  foregoing,  please  do  not  hesitate  to  get  in  touch  with  us. 

Very  truly  yours, 

Henry  Beout  & Co. 
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(Question  No.  3 — Schedule  A) 

Duly'  elected  officers  anddiredors  as  of  Oct.  SI,  1945  ( date  of  delivery  of  last  vessel 
under  Government  contracts) 

Officers:  Annual  salary 

Andrew  B.  Sides,  president $20,  000 

Walter  L.  Green,  vice  president,  general  manager. ; 18,  000, 

Joseph  Haag,  Jr.,  vice  president- 2,  500 

W.  R.  Bennett,  Jr.,  secretary 6,  000 

Wadleigh.  B.  Drummond,  assistant  secretary . 0 

Emile  P.  Enfer,  assistant  secretary 1 0 

Charles  F.  Strenz,  assistant  secretary 0 

Josiah  H.  Drummond,  clerk_-_ 0 

Wadleigh  B.  Drummond,  assistant  clerk 0 

» A.  C.  Corbin,  comptroller 12,  000 

John  E.  Sturm,  treasurer 7,  500 

Emile  P.  Enfer,  assistant  treasurer 0 

Charles  F.  Strenz,  assistant  treasurer 0 

Directors: 

Wadleigh  B.  Drummond 

Joseph  Haag,  Jr 

Mortier  D.  Harris . 

Harry  G.  Hill 

W.  S.  Newell . 

J.  D.  Reilly — - - } 0 

A.  B.  Sides. 

F.  J.  Smyth 

G.  F.  Strenz - - 

J.  Herbert  Todd. 

G.  Vincent  Pach 


i No  compensation  other  than  as  indicated  above. 


(Question  4 — Schedule  B) 

Officers  and  employees  who  received  more  than  $15,000  per  annum  and  extent 
reimbursed  by  V.  8.  Maritime  Commission 


Date  title  held 

Total  salary 

Title 

From— 

To— 

: Annual 
salary 

Paid  by 
New 
England 
Slipping 
0011). 

Reim- 
bursed 
by  U.  S. 
Maritime 
Commis- 
sion 

W.  S.  Newell  

Juno  1, 1941 

Dec.  3,1942 

$10,000 

20,000 

$15,000. 00 
1,666.67 

$15,000.00 

1,666.67 

Dec.  1, 1942 

Dec.  31,1942 

C.  E.  Klitgaard 1 

Deputy  president. 

Apr.  20,1942 
Dec.  1, 1942 

Dec.  1, 1942 
Doc.  31,1942 

10, 000 
20, 000 

6,  111.  10 
1, 606. 67 

6,  111.  10 
1, 606. 67 

W.  L.  Green — 

Vice  president  and 
general  man- 
ager. 

Jan.  1, 1944 

Nov.  19, 1945 

18,000 

36, 074. 90 

33,050.00- 

Jan.  1, 1943 
Sept.  2 !8, 1943 

Sept.  28, 1943 
Feb.  10,1944 

12,000 
12, 000 

9, 000. 00 
4, 600. 00 

9, 000. 00 
4,  500. 00 

Executive  vice 
president. 

President 

Feb.  10,1944 

Nov.  9,1945 

20,000 

37, 154. 06 

34,  793. 06 

J.  William  Schulze 

Comptroller 

Jan.  1, 1943 

Feb.  10,1944 

18,000 

20, 250. 00 

20,  260. 00 

Vice  president  and 
comptroller. 

Feb.  10,1944 

I 

May  31,1045 

18,000 

23, 250. 00 

23,  260. 00 

F.  M.  Kramer 

Works  manager... 

Jan.  1, 1943 
Apr.  10,1944 

Apr.  18,1044 
Feb.  28,1945 

20,000 

8,100 

25,833.31 

7,087.60 

25,833.31 

7,087.50 

G.  V.  Pach 

Vice  president  in 

May  1, 1941 

Aug.  1, 1041 

8, 000 

1, 999. 98 

1,  999. 98 

charge  of  finance. 

Aug.  1, 1941 
Dec.  1, 1942 

Deo.  1, 1942 
Jan.  31, 1943 

8, 000 
12, 600 

10, 666. 64 
2, 083. 33 

10, 666. 64 
1, 041. 67 

93488—46 82 
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(Question  No.  9) 

New  England  Shipbuilding  Cobp. 


Reconciliation  of  book  cost  and  public  vouchers  ( cost  plus  and  facilities  contracts) , 
as  at  June  SO,  1946,  with  subsequent  adjustments 

Total 

DA-MCe-19 

DA-MCc-739 

Cost  per  public  vouchers. 

Reimbursed  minimum  fees 

Total  reimbursement 

Subsequent  adjustments  and  pay- 
ments made  Ijo  be  ref  ected  on  pub- 

$264,  400, 488. 66 
5,  637, 000. 00 

$28, 012, 000. 00 

0 

$12,426,306. 90 
262, 000.  00 

$32, 012, 728. 87 
884, 260. 00 

270, 037, 488. 66 

i 384, 796. 68 

28,012,000. 00 

20, 174. 63 

12, 688, 306. 90 

32,896,978.87 

Add:  Unbilled  reimbu  rsable: 

Cost  . $46,617.26 

269, 662, 692.  08 

28, 032, 174. 63 

2,412.91 

12,  688, 306. 90 

32,  896, 978. 87 

Unclaimed  wages 60, 000. 00 

Adjusted  cost  per  public  vouchers — 
Cost  per  books  j Juno  30, 1946. 

108,  864.  65 

269, 761, 546. 03 

28,  034,  587.  54 

12, 688,  306. 90 

32,896,978. 87 

269, 738, 878. 60 
22, 668. 03 

28, 034, 587. 54 

12, 688, 306. 90 

32,896, 978.87 

Adjustedcost  per  books 

Fee  per  vessel: ; 

269, 761, 546. 63 

28, 034, 587. 54 

12,688,306.90 

32,896,978. 87 

« 

8 

60, 000.00 
32,  750. 00 
76, 000.00 

60, 000.00 
32,750.00 
76,000.00 

MCc-2602 

MCc-15449 

Facilities— 
no  profit  to 
company— 
MCc-1676, 7807 

Cost  per  public:  vouchers 

Reimbursed  minimum  fees 1 

Total  reimbursement, 

Subsequent  adjustments  and  pay- 
ments made  to  be  reflected  on  pub- 

$41, 187,084. 01 
1,080, 750. 00 

$38, 584, 634.  51 
1,110, 000.00 

$98,835, 876.27 

2, 300, 000. 00 

$13, 341, 858. 10 

0 

42,  267, 834. 01 

39,  694,  634.  51 

101, 135, 876. 27 

U04, 971.21 

13,341,858.10 

Add:  Unbilled ' reimbursable: 

42,  267, 834. 01 

39, 694,  634. 51 

100,730, 905. 06 

44, 204. 36 

2, 237. 29 
60, 000. 00 

13,341,858.10 

Adjusted  cost  per  public  vouchers 

Cost  per  books/ June  30,  1946 

Subsequent  adjustments 

42, 267, 834. 01 

39, 694,  634. 51 

100, 837,  346. 70 

13, 341, 858. 10 

42,  267, 834. 01 

39, 694, 634. 51 

100, 814, 678. 67 
22, 668. 03 

13,341, 858. 10 

Adjusted  cost  per  books 

Fee  per  vessel: 

42,267,834.01 

39,694,634.51 

100,  837, 346. 70 

13, 341, 858. 10 

60, 000.  00 
32, 750. 00 
76,000.00 

65.000.  00 

30. 000.  00 

70.000. 00 

45.000. 00 

20. 000.  00 
60,000.00 

* jlvuu.  nguies. 

J Contract  DA-MCc-19  was  amended  on  Jan.  20,  1943,  whereby  the  company  agreed  to  waive  its  right 
to  fee  income  of  $60,000  minimum  per  vessel  and  the  U.  S.  Maritime  Commission  agreed  to  reimburse  the 
company  for  items  which  prior  to  Jan.  1,  1943,  had  been  deemed  nonreimbursable. 
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(Question  No.  9) 

New  England  Shipbuilding  Cobp. 

Statement  of  all  contracts  with  the  U.  8.  Maritime  Commission,  Apr.  28, 1911.  to 

June  SO,  191,6 


j. 


Contract  No. 

Date  of  con- 
tract 

Subject 

Vessels 

delivered 

MO-7817  (formerly  DA-9) 

MCc  1676.. 

DA-MCc-19 

DA-MCc-738 

DA-MCc~739 

MCc-2602. 

Apr.  28,1941 
Sept.  2,1941 

Apr.  28,1941 
Oct.  28,1941 
Jan.  17,1942 

Construction  of  facilities — west  yard ___ 

Construction  of  facilities— west  yard  Thomp- 
son's Point  and  Cushing’s  Point. 

Construction  of  16  Liberty  ships  (EC-2) 

Construction  of  8 Liberty  ships  (EC-2) _ 

Construction  of  27  Liberty  ships  (EC-2) 

■8 

16 

8 

27 

33 

37 
115 

38 
«0 

(0 

MCc-16449. 

MCc-17295 

MCe-34761  — 

DA-MCc-864 

Apr.  9, 1943 
June  17,1943 
Apr.  10,1946 
Apr.  7, 1945 
Not.  8,1945 

Construction  of  37  Liberty  ships  (EC-2) 

Construction  of  115  Liberty  ships  (EC-2).  __ 
Construction  of  12  Z-EC-2-05  ships 

MCc-40728 

Maintenance  of  yard  on  lay-up  basis 

1 The  2 facilities  contracts  were  cost-type  contracts  with  no  profit  to  the  company. 

3 This  is  a soicctive-priee  contract,  terminated  Aug.  14,  1945,  with  8 hulls  completed  by  Oct.  31, 1945,  and 
■ hulls  canceled. 

* This  is  a lump-sum  contract,  canceled  Aug.  14,  1946,  in  its  entirety. 

< This  is  a lay-up  contract  MCc-^0728  for  term  of  2 years  canceled  on  Apr.  19,  1946. 

Except  as  noted,  all  of  the  other  contracts  for  the  construction  of  236  vessels  were  on  a cost-plus-flxed-fce 
basis. 


(Question  No.  9) 

New  England  Shipbuilding  Corp. 

Cost  of  lay-up  contract  MCc  1,0128,  as  at  June  SO,  191,6 


Billed  to  USMO  on  public  vouchers I $947,  508. 18 

Unbilled  reimbursable  cost I 186,  562. 11 

Total  cost  incurred 1, 134,  070.  29 

Lump-sum  contract  DA-MCc-861, 

Total  cost $582,  878. 11 

Estimated  profit  on  termination  claim 11,  375.  22 

Selective-price  contract  MCo-31,761 

Total  cost : 

8 hulls $7,  670,  026.  61 

4 hulls 581,134.81 

Total ' 8,  251, 161.  42 

Retainable  profit 572,160.00 

Estimated  profit  on  terminated  portion 40,  214,  61 


(Question  No.  12) 


New  England  Shipbuilding  Cobp. 

Cost  of  shipyard  facilities  ( contracts  M Co-1 811, 1616),  as  at  June  30,  191,6 


Contractor  constructed  facilities  under  said  contracts  (no  profit 
to  contractor)1 


$13,  341,  858. 10 


1 Certain  additional  shipyard  facilities  consisting  of  a seven-way  basin  yard  and  partially 
supporting  facilities  were  purchased  by  the  Maritime  Commission  and  made  available  to 
*ac,llities  consisting  of  a housing  project  and  a ferry  project  were 
initiated  by  the  Commission,  and  the  cost  thereof  allocated  to  the  shipbuilding  proleet  at 

thin  tw.aMC°ni0f  thelf  ahiPyar<!  facilities  and  other  projects  as  per  informa- 

tion supplied  by  the  Maritime  Commission  amounts  to  $9,874,190.40. 
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Henry  Brout  & Co., 

New  York  17,  N.  Y.,  October  10, 1946. 

Mr.  Marvin  Ji  Cole  3,  Esq., 

General  (Journal,  Merchant  Marine  and  Fisheries 
Investigating  Committee,  Washington  25,  D.  C. 

Dear  Sir  : In  accordance  with  your  request  of  September  25,  1946,  we  are  sub- 
mitting herewith  some  financial  data  respecting  the  income  and  operation  of  the 
New  England1  Shipbuilding  Corp.,  South  Portland,  Maine,  on  all  of  its  contracts 
with  the  United  States  Maritime  Commission  for  the  years  1941  to  1945,  inclusive. 

Total  net  income  for  fiscal  years  ended  Nov.  30, 1941,  to  Nov.  30, 1945 — $5, 616,  875 
Less : Federal  income  and  excess-profits  taxes  paid™ 4,  023,  650 

Net  income  after  taxes  for  the  5 years- 1,  593,  225 

The  above  figures  do  not  include  claims  against  the  United  States  Maritime  Com- 
mission for  $5,976,285.50.  If,  eventually,  these  claims  will  be  allowed  in  full  by 
the  Commission,  the  net  income  retainable  by  the  company  will  be  $1,643,479  after 
paying  Federal  income  and  excess  profits  taxes  at  the  effective  rate  of  72.5  percent. 

The  capital  investment  by  the  stockholders  was  $278,000  plus  loans  by  stock- 
holders (at  no  interest)  of  $750,000  and  maximum  bank  loans  of  $5,000,000, 
which  made  total  working  capital  available  to  the  corporation  of  $0,028,000. 
Therefore,  the  percentage  return  on  the  total  capital  contributed  originally  and 
borrowed  is  fjs  follows  : Perce„f 

On  the  net  earnings  of  the  company  after  taxes  (an  average  of  5.29  percent 

per  annum  on  the  total  capital  employed)- 7 — 26.  43 

On  the  maximum  earnings  which  can  be  retained  by  the  company,  assuming 
all  claims  are  allowed  (for  an  average  of  10.14  percent  per  annum  on  the 
capital  employed) 53.  69 

In  the  above  cal  culations  we  do  not  give  effect  to  the  factor  of  retained  net 
earnings  during  each,  year  of  operations,  a condition  normal  to  business.  If,  on 
any  basis,  the  retained  earnings  of  each  year  were  added  to  the  totals  of  capital 
employed,  the  above  percentage  returns  would  be  materially  decreased. 

Very  truly  yiurs, 

Henry  Brout  & Co. 

Henry  Brout  & Co., 

New  York  17,  N.  Y.,  October  11,  191,6. 

Mr.  Marvin  .1,  Coles,  Esq., 

General  Counsel,  Merchant  Marine  and. Fisheries  Investigating  Committee, 
Washington  25,  D.  O. 

Dear  Sir  : In  reply  to  vour  telegram  of  October  10, 1946,  addressed  to  the  New 
England  Shipbuilding  Corp.,  Portland,  Maine,  we  are  pleased  to  submit  the  fol- 
lowing information  to  you  with  respect  to  the  ship  construction  for  the  Maritime 
Commission : 

1.  The  average  amounts  of  outstanding  bank  loans  for  each  of  the  fiscal  years 
ended  November  30, 1941,  through  1945  follows : 

For  the  fiscal  years  ended  Nov.  30— 

1 Q41  _ - $190,  bW.  I ( 

1042 7 " ' I"'  1,  384,  684.  93 

1943 — :::::::::: - 2, 957, 534.  m 

1044  7 67.3,497. 27 

SSiizj:::::  ^ 945. 20 

2.  The  displlowed  costs  on  cost-plus-fixed-fee  contracts  totaled  $667,933.36. 

Very  truly  j ours, 

Henry  Brout  & Co. 

Copies  to  Messrs.  H.  Hill,  A.  C.  Corbin,  C.  Strenz. 
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- Exhibit  10 

■ Arthur  Young  & Co., 

Mb.  Marvin  J.  Coles,  DaUa*  1'  TeX"  Au0ust  S6’  1W‘ 

General  Counsel,  Merchant  Marine  and  Fisheries  Investigating  Committee, 
House  Office  Building,  Washington  25,  D.C.  ' 

Dear  Sir  : At  the  request  of  tt'ie  officials  of  Todd  Houston  Shipbuilding  Corp., 
we  have  collaborated  with  them  in  the  preparation  of  the  answers  to  the  ques- 
tions contained  in  your  letter  of  July  27,  1946.  We  enclose  herewith  a copy  of 
such  answers,  which  we  trust  you  will  find  in  order. 

Should  you  require  any  further  data,  we  will  be  glad  to  arrange  to  have  same 
prepared  and  submitted  to  you  at  the  earliest  possible  moment, 

Yours  very  truly, 

Arthur  Young  & Co. 

Todd  Houston  Shipbuilding  Corp. 

ANSWERS  TO  QUESTIONS  CONTAINED  IN  LETTER  DATED  JULY  27,  1946,  FROM  MARVIN  J. 

COLES,  GENERAL  COUNSEL,  MERCHANT  MARINE  AND  FISHERIES  INVESTIGATING  COM- 
MITTEE, HOUSE  OF  REPRESENTATIVES 

Question  1.  The  date  on  which  your  company  was  formed,  and  a copy  of  its 
corporate  charter. 

Answer  1.  The  company  was  incorporated  on  January  6,  1941.  A copv  of  its 
certificate  of  incorporation,  together  with  copies  of  amendments  thereto,  are 
enclosed. 

Question  2.  The  total  capital  of  your  company,  giving  a break-down  of  the  types 
of  stock  and  securities. 

Answer  2.  The  authorized  capital  stock  of  the  company  consists  of  10  000 
shares. of  common  stock  without  par  value.  The  number  of  shares  issued  and 
outstanding  is  1,892  shares  with  stated  value  of  $189,200. 

The  company  also  heid  a non-interest-bearing  fully  subordinated  loan  from  its 
stockholders  of  $500,000  from  May  1941,  to  February  1946. 

The  company,  in  order  to  finance  its  operations,  made  .bank  borrowings  from 
time  to  time,  the  largest  amount  of  such  borrowings  being  $2,325,000  in  May  1942 
From  October  1943  to  completion  of  ship  construction  in  December  1945  it  had 
a/«lliarilgS6nt  with  certain  banks  whereby  it  could  borrow  to  a maximum 
of  $2,000,000  The  commitment  fee  in  respect  of  the  credit  agreement  was  not 
allowed  by  the  Maritime  Commission  as  a reimbursable  cost. 

Question  3.  The  names  of  all  officers  and  directors,  and  a statement  of  their 
annual  compensation. 

Answer  3.  As  of  December  13,  1945,  date  of  completion  of  the  last  construc- 
tion contract  DA-MCc-859,  the  following  is  a list  of  the  officers  and  directors 
and  the  rate  of  their  annual  compensation : 


Name 

Title 

Rate  of 
annual 
compensa- 
tion 

Officers: 

J.  L.  Lawder 

None 
$20, 000 
2,600 
None 
None 
None 
None 

None 
8, 000 
0) 

R.  J.  Vanderwende 

Senior  vice  president  and  comptroller.  _ 

Joseph  Haag,  Jr 

A,  S.  Hebble 

• Frank  A.  Liddell 

Charles  F.  Strenz 

E.  P.  Enfer--. 

Assistant  secretary  and  assistant 
treasurer. 

Harry  G.  Hill 

Joseph  P.  Reynolds 

Directors:  James  E.  Barnes,  E.  P.  Enfer,  Francis  j. 
Gilbrlde,  Joseph  Haag,  Jr.,  A.  S.  Hebble,  Fred  D.' 
Ilcsley,  Harry  G.  Hill,  R.  J.  Lamont,  J.  L.  Law- 
. der,  Frank  A.  Liddell,  John  D.  Reilly,  Arthur 
Stout*  J.  Herbert  Todd,  and  R.  J.  Vanderwende. 

Directors 

1 The  directors,  as  such,  did  not  receive  compensation. 
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Question  4.  The  names  of  all  officers  and  employees  who  have  received  eom- 
pensation  of  over  $15,000  per  annum,  giving  the  amounts  received  and  the  extent 
to  which  such  payments  were  reimbursable  by  the  Maritime  Commission. 

Answer  4. 


Name 


Arthur  W . Stout  .... 
J.  L.  Lawder i— 


R.  W.  Copeland. _L_. 
R.  J.  Vanderwende.. 


Title 


Annual 

com- 

pensa- 

tion 


{General  manager — 
Vice  president  and 
general  manager. 

President 

Senior  vice  president 
a ad  comptroller. 

{General  superin- 
tendent. 

Vice  president  and 
works  manager. 
Senior  vico  president 
and  comptroller. 


$18,000 
20, 000 

23.000 
37,250 

15,348 

17,660 

20.000 


Period  paid 


Nov.  16, 1941,  to  Apr.  14,  1942. 
Apr.  15,  1942,  to  Aug.  31,  1943. 

Sept.  1,  1943,  to  Aug.  31,  1944.. 
Sept.  1, 1943,  to  June  30, 1946.. 

Aug.  1,  1942,  to  Aug.  31,  1943.. 

Sept.  1 to  Dec.  31, 1943 

July  1, 1945,  continuing 


Amount 

paid 


Reim- 
bursed by 
Maritime 
Com- 
mission 


$7, 437.  35 
27,  596.  50 1 

22, 999. 92] 

31. 625. 00 

16. 627. 00 
5,883.32 

122, 499.  91 


$7, 437. 35 
27,  596. 50 

22,999. 92 

31.625.00 

16. 627. 00 
5,883.32 

16. 875.00 


puted  at  the  rate  jof  $15,000  per  annum  and  covers  the  period  from  July  1,  1945,  to  Dec.  i»  s,  o 
date  the  custodialj  contract  became  effective  and  reimbursement  ceased . 

Question  5.  The  names  of  all  persons,  associations,  or  corporations  bolding 
5 percent  or  more  of  the  capital  stock  of  your  company,  giving  the  amounts  of 

CaAnswer°5k  Todd^ Shipyards  Corp.  holds  1,892  shares,  being  all  of  the  capital 

StQuesUon<6a  mie'shipbuild'ing  experience  prior  to  1941  of  all  officers,  directors, 

and  stockholders  holding  over  5 percent  of  your  capital  stock. 

Answer  6.  Todd  Shipyards  Corp.  and  its  affiliated  companies  and  the  Prede- 
cessors thereof  have  been  engaged  for  a period  of  over  J®.  yeaf®  First 

conversion,  and  reconditioning  of  all  types  of  marine  vesseis.  During  the  First 
World  War  certain  subsidiaries  were  extensively  engaged  m the  construction  o 
vessels.  This  activity  ceased  with  the  completion  and  delivery  of  the  last  of 
these  vessels  in  1923.  The  corporation  reentered  the  shipbuilding  industry  in 

thQM1S1ti°ofn173The  names  of  all  officers,  directors,  or  stockholders  owning  more 
than  5 percent  of  the  capital  stock  of  your  company,  who  have  held  *»sltloM  as 
officers  or  directors,  of  another  company  which  had  contracts  with  the  Man  time 
Commission  or  the  War  Shipping  Administration.  ' . ifn1  „tA/Jv 

Answer  7.  As  sc : forth  in  the  answer  to  question  5,  all  of  the  capital  stock 
of  Todd  Houston  Shipbuilding  Corp.  is  owned  by  Todd  Shipyards  ^p.,  which 
corporation  and  its  subsidiaries  had  contracts  with  the  Maritime  Commission 

or  the  War  Shipping  Administration.  . 

Question  8.  The  names  of  all  officers,  directors,  or  stockholders  owning  more 
than  5 percent  of  the  capital  stock  of  your  company  who  have  owned  5 percent 
or  more  of  the  capital  stock  of  another  company  which  had  contracts  with  me 
Maritime  Commission  or  the  War  Shipping  Administration.  y.  . . 

Answer  8.  As  set  forth  in  the  answer  to  question  7 above,  JoddSlupyards 
Corp.  (which  company  owns  100  percent  of  the  capital  stock  of  Todd  Houston 
Shipbuilding  Corp.)  and  its  subsidiaries  have  and  have  had  contracts  with  the 
United  States  Maritime  Commission  and  the  War  Shipping  Administration. 

Question  9.  A description  of  all  contracts  between  your  company  and.the  Mari- 
time Commission. 

Answer  9.  See  schedule  A attached  hereto.  . , 

Question  10.  The  fees  and  profits  under  each  of  the  aforementioned  contracts 

allowed  after  renegotiation.  , . . 

Answer  10.  Although  the  company  and  the  Price  Adjustment  Board  have 
reached  an  agreement  in  respect  of  the  renegotiation  of  the  first  five  ^^con- 
struction contracts  enumerated  on  schedule  A attached  (EC2  S Cl  cargo  ships), 
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formal  renegotiation  contracts  have  not  yet  been  executed  with  respect  to  these 
or  any  other  of  the  company’s  contracts  ( See  answer  to  Question  No.  11  following) . 

Question  11.  The  status  of  each  contract  still  subject  to  renegotiation,  giving, 
wherever  possible,  information  showing  the  opinion  of  the  Price  Adjustment 
Board  and  of  your  company  as  to  the  fees  and  profits  permissible  under  each 
contract. 

Answer  11.  As  to  the  first  four  ship-construction  contracts  enumerated  in 
schedule  A attached,  the  company  and  the  Price  Adjustment  Board  have  agreed, 
as  a result  of  renegotiation  pursuant  to  the  Renegotiation  Act,  that  of  the  gross 
fees  earned  and  claimed  by  the  company  and  allowed  by  the  United  States  mari- 
time regional  director  in  the  sum  of  $8,554,828,  the  sum  of  $2,554,828  shall  be 
eliminated,  leaving  a balance  of  gross  fees  to  be  allowed  the  company  in  renego- 
tiation (including  minimum  fees  heretofore  paid)  in  the  sum  of  $6,000,000;  like- 
wise, the  company  and  the  Price  Adjustment  Board  have  agreed,  in  respect  of 
the  fifth  ship-construction  contract  enumerated  on  schedule  A (MCc-15923),  that 
the  gross  fees  to  be  allowed  the  company  in  renegotiation  shall  be  the  sum  of 
$4,843,475  (including  minimum  fees  heretofore  paid),  and  that  no  excessive 
profits  within  the  meaning  of  said  Renegotiation  Act  are  included  within  said 
i gross  fees.  Formal  renegotiation  contracts  in  respect  of  said  five  ship-construc- 
tion contracts  are  now  being  prepared  by  the  Price  Adjustment  Board  for 
execution. 

None  of  the  other  contracts  of  the  company  enumerated  on  schedule  A have 
as  yet  been  renegotiated  but  inasmuch  as  only  minimum  fees  have  been  claimed, 
the  company  is  of  the  opinion  that  such  minimum  fees  are  permissible  under 
each  of  said  contracts  and  that  no  excessive  fees  or  prifits  exist  with  respect  t 
thereto. 

Question  12.  The  total  cost  to  the  Government  of  the  shipyards  and  facilities 
used  by  your  company. 

Answer  12: 


Recorded  costs  as  of  ’June  30, 1946 $1^  081,  267  95 

Facilities  disposed  of  prior  to  June  30,  1946,  by  the  Maritime 
Commission,  either  by  sale  or  transfer  to  other  shipyards 1, 275,  863.  68 


14,  357, 131.  63 

Prior  to  the  completion  of  the  ship-construction  contracts,  the  United  States 
Maritime  Commission  instituted  condemnation  proceedings  against  the  lands 
covered  by  leases  upon  which  the  shipyard  and  facilities  were  located.  These 
condemnation  proceedings  have  not  been  finally  terminated  and  the  company 
is  not  informed  as  to  the  amount  of  any  additional  cost  involved. 


* 
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Arthur  Young  & Co., 
Dallas  1,  Tex.,  October  17,  1946. 


Marvin  J.  Coles.  Esq., 

General  Counsel,  Merchant  Marine  and  Fisheries  Investigating  Committee, 
Room.  228,  House  Office  Building,  Washington,  D.  C. 


Dear  Sir:  At  the  request  of  the  officials  of  Todd  Houston  Shipbuilding  Corp., 
we  now  submit  additional  information  which  was  requested  by  you  and  by 
members  of  the  committee  at  the  hearing  held  on  September  25,  194ft'. 

(1)  Percentage  of  net  income  ($2,751,630)  to  recorded  costs  of  all  contracts 
as  of  June  30, 1946,  ($236,523,722),  1.163  percent. 

Net  income  of  $2,761,630  consists  of  net  income  for  the  period  from  January 
6,  1941  (date  of  incorporation),  to  June  30,  1946,  plus  additional  fees  allowable 
in  renegotiation  and  accrued  in  August  1946,  less  income  taxes  and  other 
adjustments  applicable  thereto.  It  may  be  that  subsequent  adjustments  will 
reduce  the  amount  of  the  net  income. 

(2)  Percentage  of  gross  fees  ($11,123,475)  to  recorded  costs  of  all  contracts 
as  of  June  30, 1946  ($236,523,722),  4.703  percent. 

Gross  fees  of  $11,123,475  include  additional  fees  allowable  in  renegotiation 
and  accrued  in  August  1946,  in  which  month  a substantial  payment  on  account 
was  received. 

(3)  Percentage  of  net  income  ($2,751,630)  to  recorded  costs  (including  in- 
ventories) of  ship  construction  contracts  as  of  June  30,  1946  ($222,832,559), 
1.235  percent. 

(4)  Percentage  of  gross  fees  ($11,123,475)  to  recorded  costs  (including  in- 
ventories) of  ship  construction  contracts  as  of  June  30,  1946  ($322,832,559), 
4.994  percent.  ~ 

(5)  Percentage  of  net  income  ($2,751,630)  to  recorded  costs  (including  inven- 
tories) of  all  contracts  as  of  June  30,  1946  ($236,523,722),  plus  fees  ($11,123,475), 
1.111  percent. 

(6)  Percentage  of  net  income  ($2,751,630)  to  recorded  costs  (including 
inventories)  of  ship  construction  contracts  as  of  June  30,  1946  ($222,832,559), 
plus  fees  ($11,123,475),  1.176  percent. 

(7)  Percentage  of  net  income  to  invested  capital  (exclusive  of  bank  loans), 
399.25  percent. 

The  invested  capital  used  in  this  calculation  was  $689,200,  no  consideration 
having  been  given  to  bank  loans  nor  to  the  fact  that  most  of  the  company’s 
earnings  were  left  in  the  business  as  working  capital. 

(8)  Percentage  of  gross  fees  received  or  receivable  to  invested  capital  (exclu- 
sive of  bank  loans),  1,613.97  percent. 

The  above  percentage  is  based  on  gross  fees  received  or  receivable  of  $11,123,475 
and  invested  capital  of  $689,200;  that  is,  capital  stock  outstanding  of  $189,200 
plus  a non-interest-bearing  fully  subordinated  loan  from  stockholder  of  $500,000. 

It  is  requested  that  these  computations  be  made  a part  of  the  record  of  the 
proceedings  before  the  committee. 

Very  truly  yours, 


Arthur  Young  & Co., 

By  Norman  G.  Maiden, 

General  Partner. 


Arthur  Young  & Co., 

, Dallas  1,  Tex.,  October  24,  1946 . 

Mr.  Marvin  J.  Coles, 

General  Counsel,  Merchant  Marine  and  Fisheries  Investigating  Committee, 
Room  2 28,  House  Office  Building,  Washington,  D.  C. 

Dear  Sir:  At  the  request  of  officials  of  Todd  Houston  Shipbuilding  Corp.,  we 
now  submit  the  additional  Information  requested  by  you  In  your  telegram  dated 
October  14,  1946. 

Average  amount  of  outstanding  bank  loans. — The  average  amount  of  out- 
standing bank  loans  is  shown  in  the  following  tabulation : 


Jan.  6,  to  Nov.  30,  1941 

Year  ended  Nov.  30,  1942. 
Year  ended  Nov.  30,  1943— 


$515, 178 
1,  245,  836 
571, 983 


From  October  1943  to  completion  of  ship  construction  in  December  1945  the 
company  also  had  a credit  arrangement  with  certain  banks  whereby  it  could 
borrow  to  a maximum  of  $2,000,000. 
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Total  net  fees  and,  profits  after  income  tax. — The  net  income  of  the  company 
for  the  period  from  January  6,  1941  (date  of  incorporation),  to  June  30,  194t>, 
plus  additional  fees  allowable  in  renegotiation  and  accrued  in  August  1940,  less 
income  taxes  and  other  adjustments  applicable  thereto,  aggregated  $2,751,629.98. 

It  may  be  that  subsequent  adjustments  will  reduce  the  amount  of  the  net 

U<Total  amount  of  Federal  income  and  excess-profits  taxes. — The  total  amount 
of  Federal  Income  and  excess-profits  taxes  (net  of  postwar  refund  credit)  for 
the  fiscal  years  1941  to  1945,  inclusive,  was  $7,341,027.55.  The  estimated  carry- 
back in  respect  of  the  net  operating  loss  for  the  7 months  ended  June  30,  1946, 
is  $228,019.7(5.  The  tax  returns  since  the  commencement  of  operations  in  1941 
are  subject  to  final  review  by  the  Internal  Revenue  Department. 

Disallowed  costs  allocated  to  applicable  contracts.— The  company  has  not  al- 
located its  disallowed  costs  to  individual  contracts  and  it  is  not  possible,  without 
unreasonable  effort  and  expense,  to  do  so  at  this  time. 

Expenses  dot  reimbursable  and  costs  disallowed  by  the  Maritime  Commission 
from  the  commencement  of  operations  to  June  30,  1946,  after  taking  into  con- 
sideration interest  paid  on  additional  taxes  in  August  1946,  amounted  to 
$1,258,837.17. 

Yours  very  truly, 

Arthur  Young  & Co., 

By  Norman  G.  Maiden, 

General  Partner. 

Exhibit  17 

Marinshtp  Corp., 

SausaUto,  Calif.,  August  23,  1946. 

Subject : Investigation  of  Wartime  Profits  Made  by  Shipyards  under  Contracts 

with  the  Maritime  Commission. 

Mr.  Marvin  J.  Coies, 

General  Counsel,  House  of  Representatives, 

United  States  Merchant  Marine  and  Fisheries  Investigation  Committee, 
Washington  25,  D.  C. 

Dear  Sir  We  have  received  your  letter  dated  July  27,  1946,  relative  to  an 
investigation  of  wartime  profits  made  by  shipyards  under  contracts  with  the 
Maritime  Commission  and  are  attaching  hereto  our  reply  covering  Mannship  Corp. 

In  the  interests  of  reporting  full  information  on  the  shipyard,  according  to 
your  letter  we  are  also  attaching  a report  on  W.  A.  Bechtel  Co.  (Marin  Ship- 
building Division),  a joint  venture,  supplementing  the  report  on  the  joint  venture 
forwarded  to  you  on  November  20,  1942.  ' 

Our  effort  has  been  to  set  forth  detailed  and  complete  answers  throughout. 

If,  however,  additional  information  is  desired,  please  advise  us  and  it  will  be 
provided. 

Very  truly  yours, 

1 Maeinbhip  Corp., 

K.  K.  Bechtet., 

President. 

QUESTIONS  AND  ANSWERS  RELATING  TG  MAHINSHIP  CORP.,  AUGUST  24,  194G 

Question  1.  The  date  on  which  your  company  was  formed,  and  a copy  of  its 
corporate  charter. 

Answer  1.  Date  of  incorporation,  September  2,  1942.  Photostatic  copy  of 
charter  attached  hereto. 

Question  2.  The  total  capital  of  your  company,  giving  a break-down  of  the 
types  of  stock  and  securities. 

Answer  2,  (a)  As  of  November  30, 1945,  4,500  shares  of  no  par  common  stock 
had  been  issued  and  was  outstanding.  At  a stated  value  per  share  of  $100  this 
represented  $450,000  of  paid  in  capital.  „ ,,,,,,  , . 

(6)  The  corporation  in  addition  to  its  paid-in  capital  of  $450,000  created  a 
private  line!  of  credit  in  amount  of  $2,000,000  of  which  $500, 000  was  guaranteed 
by  the  stockholders.  . . 

(-<?)  During  the  shipbuilding  period  of  the  corporation  borrowings  against  the 
revolving  credit  reached  a maximum  of  $1,300,000  which  was  used  as  additional 
working  capital  beyond  the  paid-in  capital. 
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Question  3.  The  names  of  all  officers  and  directors,  and  a statement  of  their 
annual  compensation. 

Answer. 3.  (a)  Names  of  officers  and  directors : 


Officers 

Directors 

K.  K.  Bechtel 

President.  _ _ * 

Director. 

Do. 

Do. 

S.  D.  Bechtel 

Do. 

Do. 

Treasurer-assistant  secretary  _ 

Do. 

Assistant  secretary-assistant  treasurer 

Assistant  secretary 

Do. 

Do. 

Do. 

Do. 

(&)  None  of  the  officers  or  directors  received  compensation  from  the  corpora- 
tion except  as  follows : 


1942 

1943 

1944 

1945 

W.  E.  Waste,  vice  president  and  general  manager: 

$2, 933 

$15, 673 
3,400 

$16, 143 
6, 000 

$14, 568 
5,000 

Total 

2,933 

19,073 

20, 143 

39, 568 

Robert  Digges,  assistant  secretary,  assistant  treasurer, 
and  administrative  manager:. 

1, 990 

10,  658 
1,  700 

10, 168 
3, 000 

10,  201 
4,500 

1, 996- 

12, 358 

13, 168 

14, 701 

Question  4.  The  names  of  all  officers  and  employees  who  have  received 
compensation  of  over  $15,000  per  annum,  giving  the  amounts  received  and  the 
extent  to  which  such  payments  were  reimbursable  by  the  Maritime  Commission. 
Answer  4: 


1943 

1944 

1945  1' 

W.  E.  Waste,  general  manager: 

$12, 673 
3,000 
3,400 

$13, 112 
2,031  . 
5, 000 

$300 
14,268 
6, 000 

Bonus  not  reimbursed 

19,073 

20, 143 

19, 568 

R.  L.  Hamilton,  production  manager: 

. 10,106 

128 

6,000 

15,234 

V i For  the  year  1945  the  salaries  shown  as  “Salary  not  reimbursed”  include  all  salaries  charged,  to  fixed 
price  contracts.  The  only  contract  performed  during  1946  which  provided  for  any  substantial  reimburse- 
ment of  costs  was  a repair  contract.  The  other  contracts  were  fixed  price  under  which  costs  were  not  reim- 
bursable. The  volume  of  work  under  the  fixed-price  contracts  was  much  greater  than  that  under  the  repair 
contract,  consequently  only  a small  portion  of  officers  and  employees'  salaries  was  charged  to  the  repair 
contract. 

Question  5.  The  names  of  all  persons,  associations,  or  corporations  holding 
5 percent  or  more  of  the  capital  stock  of  your  company  giving  the  amounts  of 
capital  stock  held  by  each. 
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handling  of  large  quantities  of  men,  materials,  and  equipment  required  in  these 
projects. 

K.  K.  Bechtel.-  K.  K.  Bechtel  had  been  associated  with  construction  projects 
and  engaged  in  construction  activities  for  about  20  years.  For  15  years  of  that 

time  he  had  been  acting  in  an  executive  capacity.  ' 

Admiral  Land  and  Admiral  Vickery  called  upon  this  group  to  build  and  operate 
a shipyard  because  they  knew  of  the  experience  and  capacity  of  the  group  in 
planning,  organizing,  administering,  and  executing  large  projects. 

Question  7.  The  names  of  all  officers,  directors,  or  stockholders  owning  more 
than  5 percent  of  the  capital  stock  of  your  company,  who  have  held  positions  as 
officers  or  directors  of  another  company  which  had  contracts  with  the  Maritime 
Commission  or  the  War  Shipping  Administration. 

Answer  7.  The  only  officer,  director,  or  stockholder  owning  more  than  5 percent 
of  the  capital  stock  of  Marinship  Corp.  who  held  position  as  officer  or  director  of 
another  company  which  had  contracts  with  the  Maritime  Commission  or  the  War 
Shipping  Adminstration  was  It  It  Bechtel. 

Question  8.  The  names  of  all  officers,  directors,  or  stockholders  owning  more 
than  5 percent  of  the  capital  stock  of  your  company  who  have  owned  5 percent 
the  ®apIta*  stock  of  another  company  which  had  contracts  with  the 
Maritime  Commission  or  the  War  Shipping  Administration. 

Answer  8.  The  following  officers,  directors,  or  stockholders  owning  more  than 

ofPtbeecntn?fflWnCiiPltf 1 St°+uk  °f  MarlnshiP  Corp.  have  owned  5 percent  or  more 
of  the  capital  stock  of  another  company  which  had  contracts  with  the  Maritime 
Commission  or  the _ War  Shipping  Administration:  W.  A.  Bechtel  Co.,  Bechtel- 
McCone  Corp.,  Morrison-Knudsen  Co.,  Inc.,  MacDonald  & Kahn,  Inc.,  K.  K Bechtel 

utt'it.SSS'  ■“  c0"tr,c's  betwe“  w •“> «« 

(a)  The  serial  number  of  each  contract. 

9' l II ^Pe  of  contracts  (i.  e.,  whether  cost  plus,  lump  sum,  or  price  minus). 

/o)  The  number  and  type  of  ships  covered  by  each  contract. 

ill  u'i!e  ,narT'her  of  ships  constructed  and  delivered  under  each  contract. 

,Ti  fir.cn  ,?  +?ital  araoants  Paid  by  the  Maritime  Commission  under  each  contract, 

(If  final  settlement  has  not  been  reached,  please  give  status  of  negotiations  the 
amounts  in  dispute,  and  the  amounts  already  paid.)  ’ 

(f)  The  maximum  fee  payable  under  each  contract, 

(?)  The  minimum  fee  payable  under  each  contract. 

(h)  The  actual  fee  paid  under  each  contract.  (If  final  settlement  of  fees  has 
n <>t  been  re a c hed , please  give  details  as  to  amounts  paid,  amounts  in  dispute,  etc  ) 

(*)  The  profits  received  on  each  lump-sum  contract  P ’ '*• 

with  the"  Maritime  aimmtssi'on.1”'0^5  **  y°M  C°mpany  Under  COntracts 

Answer  9. 

o J-  (“)  Oontract  MO  8164,  dated  October  9,  1942,  plus  addenda  Nos  1 2 and 

3 d(&t)e(prieeeminus15’  1942’  JUly  2°’  1943,  &nd  September  30,  1943,  respectively. 

Twenty- two  Ir2-SE-A2  10,000  horsepower  merchant  tankers,  of  which  nine 
were  converted  to  Navy-type  AO  oilers.  wnmn  nine 

(d)  Twenty-two  ships  constructed  and  delivered. 

<e)  The  total  contract  price  is  $94,752,700  in  accordance  with  article  6 (d)  of 
at' 0S29  siv;  907  ^aterlal®  and  equipment  acquired  from  the  Commission  are  fixed 
$64  887  403  article  16  of  the  contract.  The  balance  of 

« f i t.T»hneoncJ?ntract0r  clalms  an  additional  amount  of 

sffiffimenfin  process.  °f  WhlCh  $3’296  *S  dispute  and  $530  ^ unbilled.  Final 

(f)  Maximum  fee  payable  $140,000  per  ship. 

(g)  Minimum  fee  payable  $60,000  per  ship. 

/ (A)  SeetexiiibftP'\Id  WflS  $60’00°  per  shlp  or  a total  of  $1,320,000. 

(/)  See  exhibit  A. 

„ IP  (®)  Contract  MCc  17032,  dated  June  10,  1943,  plus  addenda  Nos  1 ami 
2,  dated  September  30,  1943,  and  March  1,  1945,  respectively.  N 1 d 

o)  EffihteenT2-SF 'ao1  in  I:onvertecl  to  lumP  sum  by  addendum  No.  2. 

converted  t^Nav^^lS  ffife“  SeP0WCT  merchant  tankers>  of  which  6 were 
(d)  Eighteen  ships  constructed  and  delivered. 

Tbe  total  contract  price  is  $68,115,407  as  established  under  various  articles 
f the  contract  and  subsequent  changes  in  scope  of  work  performed.  Materials 
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and  equipment  acquired  from  the  Commission  are  fixed  at  $24,969,800  in  accord- 
ance  with  article  IS  of  the  contract.  The  balance  of  $43,145,607  has  been  paid 
with  the  exception  of  $1,333,607  which  was  retained  as  a percentage  by  the  Com- 
mission, and  of  the  amount  paid  $273,850  is  of  this  date  indicated  as  subject  to 
recapture.  Final  settlement  in  process.  . „ , , , 

( f ) Maximum  fee  payable  is  $100,000  per  ship  on  T2-SE— A2  tankers  and 

$160,000  per  ship  on  Navy-type  AO  oilers.  x 

(g)  Minimum  fee  payable  is  $40,000  per  ship  on  T2-SE-A2  tankers  and  $70,000 
per  ship  on  Navy-type  AO  oilers. 

(h)  As  of  Marc] i 1, 1945,  the  Commission  and  the  contractor  agreed  on  a total 
allowable  profit  of  $2,098,920,  with  the  contractor  agreeing  that  the  Commission 
could  recapture  all  profits  earned  under  the  contract  in  excess  of  such  amount, 

(i)  See  exhibit  A. 

(jf)  See  exhibit  A.  , , , 

III.  (a)  Contract  MCc  17033,  dated  June  10, 1943,  plus  addendum  No.  1,  dated 
September  30,  1913.  Originally  a price-minus  contract  for  construction  and 
delivery  of  24  T2-SE-A1  6,000-horsepower  merchant  tankers.  This  contract 
later  incorporated  into  contract  MCc  33546  mentioned  below. 

IY.  (a)  Contract  MCc  26947  dated  March  28, 1944,  plus  addendum  No.  1,  dated 
December  21, 1944. 

( 6 ) Cost  with  no  fee. 

(c)  An  agreement  providing  for  operation  and  maintenance  of  a tugboat. 

(d)  None. 

(e)  None. 

(/)  None. 
ig)  None.: 

V^tn)0  Contract  MCc  30127,  dated  June  8,  1944.  Originally  a price-minus 
contract  for  construction  and  delivery  of  eight  T2-SE-A1  6, 000-horsepower 
merchant  tankers  This  contract  later  incorporated  into  contract  MCc  3354b 

mentioned  below.  , _T  , , ,, 

VI.  (a)  (Contract  MCc  33546,  dated  March  1, 1945,  plus  addendum  No.  1,  dated 

October  2,  1945. 

(6)  Fixed  price. 

(0)  Forty-one  T2-SE-A1  6,000-horsepower  merchant  tankers  and  four  Navy- 
type  AO  oilers  of  10,000  horsepower. 

(<?.)  Thirty -eight  ships  constructed  and  delivered  plus  partial  completion  of 
two  more.  Of  those  ships  delivered  34  were  6,000-horsepower  T2-SE-A1  mer- 
chant tankers,  1 was  a Navy-type  AO  oiler  of  10,000  horsepower,  and  3 were 
10,000-horsepower  Navy-type  AO  oilers  converted  to  merchant  tankers. 

(e)  The  total  contract  price  is  $116,900,000  in  accordance  with  addendum 
No  1 to  the  contract.  Materials  and  equipment  acquired  from  the  Commission 
are  fixed  at  $51,050,200  in  accordance  with  article  ‘4  of  the  contract.  The  balance 
of  $65,849,800  paid  includes  $407,928  in  dispute  and  on  appeal  and  $2,862,730 
indicated  as  of  this  date  as  subject  to  recapture.  Final  settlement  in  process. 

(/)  Maximum  profit  which  could  be  earned  was  originally  $8,800,000,  which 
was  subsequently  reduced  to  $7,552,920  due  to  outright  cancellation  of  five  vessels 
and  only  partial  completion  of  two  other  vessels. 

(g)  No  minimum  profit  accrued.  Whether  a profit  was  earned  or  a loss  suf- 
fered depended  entirely  on  contractor’s  performance  as  this  is  a fixed-price 
conti’S-ct. 

(h)  Profit  earned  for  purpose  of  recapture  was  $7,552,920,  which  was  further 
reduced  by  $178,193.21  of  additional  costs  and  $4,654,160.71  for  taxes,  leaving 
a net  profit  of  $2,720,596.08. 

(?)  See  exhibit  A. 

(j)  See  exhibit  A. 

VII.  (a)  Contract  MCc  36334,  dated  March  1,  1945. 

(6)  Cost  with  no  fee. 

(c)  An  agreement  making  provision  for  the  disposition  of  the  vessel  property. 

(4)  None. 

(e)  None. 

(/)  None. 

(g)  None." 

( h ) None." 

VIII.  (a)  Contract  MCc  40037,  dated  June  22,  1945. 

(6)  Cost  plus  a sliding  scale  of  fees. 

(c) .  An  agreement  providing  for  use  of  facilities  for  repair  of  vessels  and 
compensation  for  repair  work  performed. 

(d)  No  ships  constructed  and  delivered  but  20  ships  repaired  and  delivered. 
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(e)  $790,046.16  received  to  date  and  $235.23  billed  but  not  yet  received.  Final 
settlement  in  process. 

(/)  Fees  determined  by  a sliding  scale  computed  against  estimated  cost  of 
repair  work.  Maximum  fee  per  vessel  subject  to  negotiation  if  estimated  cost 
of  repairs  is  more  than  $1,000,000. 

( g ) Minimum  fee  is  zero  on  each  vessel  when  estimated  cost  of  repairs  is 
less  than  $5,000. 

(h)  Actual  fees  paid  amounted  to  $42,215. 

IX.  (a)  Contract  MCc  40310,  dated  September  18,  1945. 

(6)  An  agreement  to  make  provision  for  fair  compensation  to  the  contractor 
on  account  of  the  work  performed  by  it  under  the  letter  of  intent  dated  July 
25,  1945. 

( 0 ) Letter  of  intent  covered  construction  of  12  caissons  for  the  Dagwood 
project. 

(d)  None. 

(e)  $11,431.52  received  to  date  in  final  settlement  of  this  contract. 

(/)  Not  mentioned. 

(ff)  Not  mentioned. 

( h ) Actual  fee  paid  was  $647.07. 

(1)  See  exhibit  A. 

<J)  See  exhibit  A. 

X.  (a)  Contract  MCc  40683,  dated  December  13,  1945. 

(6)  Cost  plus  a fixed  fee. 

(c)  An  agreement  providing  for  conditioning  of  T2  tankers  for  temporary 
lay-up  and  for  the  protection  and  the  maintenance  of  the  same  during  such 
lay-up  at  the  shipyard;  also  provides  for  work  performed  and  to  be  performed 
in  laying  up,  preserving,  and  maintaining  the  shipyard,  the  handling,  storage, 
and  shipment  of  surplus  materials  and  equipment;  and  to  complete  the  final 
accounting  under  all  contracts  previously  entered  into  between  the  parties 
in  connection  with  the  shipyard  or  work  performed. 

(d)  Four  vessels  were  conditioned  for  temporary  lay-up  and/or  maintained. 

( e)  $33,474.94  received  to  date ; $339,771.98  is  billed  but  not  received,  of  which 
$19,955.04  is  in  dispute.  Final  settlement  in  process. 

(/)  Maximum  fee  payable  is  $10,750  plus  $1,000  per  month  for  each  month 
work  was  performed  after  April  30,  1948. 

(g)  Minimum  fee  payable  is  $10,750. 

(h)  No  fees  actually  received  to  date. 

(£)  See  exhibit  A. 

O')  See  exhibit  A. 

Question  10.  The  fees  and  profits  under  each  of  the  afore-mentioned  contracts 
allowed  after  renegotiation. 

Answer  10.  On  contract  MCc  8164  the  gross  amount  of  allowed  fee  was  $1,320,000 
which  resulted  in  a net  profit  of  $490,522.45  after  deduction  of  contractor’s  addi- 
tional costs  and  taxes. 

On  contract.  MCc  17032  the  gross  amount  of  allowed  profit  was  $2,098,920 
which  resulted  in  a net  profit  of  $655,633.14  after  deduction  of  contractor’s 
additional  costs  and  taxes. 

Renegotiation  has  not  been  completed  on  any  other  contracts  between  the 
Maritime  Commission  and  Marinship  Corp. 

Question  11.  The  status  of  each  contract  still  subject  to  renegotiation,  giving 
wherever  possible,  information  showing  the  opinion  of  the  Price  Adjustment 
Board  and  of  your  company  as  to  the  fees  and  profits  permissible  under  each 
contract. 

Answer  11.  Meetings  with  the  Price  Adjustment  Board  have  been  scheduled 
as  follows : October  1,  1946,  for  fiscal  year  ending  April  30,  1946  ■ October  15 
1946,  for  fiscal  year  ending  April  30,  1945.  We  have  been  advised  by  the  Price 
Adjustment  Board,  United  States  Maritime  Commission,  that  they  have  found 
no  excess  profits  earned  on  contracts  MCc  8104  and  MCc  17032  and  they  have 
requested  that  the  War  Contracts  Price  Adjustment  Board  cancel  the  assign- 
ment_  of  such  contracts.  Opinion  of  the  Price  Adjustment  Board  regarding 
permissible  fees  and  profits  under  other  contracts  Is  not  known.  The  opinion 
of  the  corporation  Is  that  no  part  of  the  fees  and  profits  received  and  due  on  each 
contract  are  excessive  and  all  are  permissible. 

Question  12.  The  total  cost  to  the  Government  of  the  shipyards  and  facilities 
used  by  your  company. 

Answer  12.  $16,404,257.24. 

93486— 46— —S3 
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QUESTIONS  AND  ANSWERS  RELATING  TO  W.  A.  BECHTEL  CO.  (MARIN  SHIPBUILDING 
DIVISION),  A JOINT  VENTURE,  AUGUST  24,  1S46 

coSrlte^harter6  ^ °D  Which  y°Ur  company  was  formed-  and  a copy  of  its 
10inswef;  Tbe  contracts  were  executed  by  the  W.  A.  Bechtel  Co  March  12 
0l\a  •)01n,*  venture  designated  as  W.  A.  Bechtel  Co.  (M^fn  Ship- 
building Division)  constituted  as  in  anwser  to  question  2 1 

ty^of  stock  and  securitief"1  °f  y0Ur  C°mpany’  giving  a ^'eak-down  of  the 
. Answer  2.  (a)  Joint-venture  capital  contributions: 

W.  A.  Bechtel  Co _ _ ' nnCl 

J.  H.  Pomeroy  & Co.,  Inc__ 

Bechtel-McCone-Parsons  Corp ““0 

Beeht el-llcCone  group ~ ok  Iw! 

Morrison-Knudsen  Co.,  Inc___ ; — ~ ”00 

MacDonald  & Kahn,  Iric . J’™ 

Raymond  Concrete  Pile  Co  L’  9™ 

5,  000 

■■  , 100,000 
Ia  addition  $2,000,000  was  made  available  to  the  joint  venture  through  hank 
credit  for  which  the  joint  venturers  were  jointly  and  severallv  liaMe® 
hJ.Zl  DulIllg  the  period  of  construction  of  facilities  and  the  building  of  shins 
box  rowings  against  the  revolving  bank  credit  reached  a maximum  of  $1700  000 

Sc^itracS'  n^du? ,TklDf  capital  in  PerforZn^Tf  wo&Tn’S 

1 Ouesthm  TLo  dd,tJ  r0  J,9ln^Venture  capital  contributions, 
annual  compensation  & and  Sectors,  and  a statement  of  their 

Answer  3.  Not  applicable. 

Answer  5.  Not  applicable,  see  question  2 1 

and  Morrison-Knudsen  Co  inc  ) loot  „ C!^el .Co-  MacDonald  & Kahn,  Inc,, 

ssszps'  rzarsshs  «“*“»«» 

combination  by  these  joint  venturers  1 g projects  built  Individually  or  in 
MacDonald  & Kahn,  Inc. — MacDonald  & TCnhn  Tnr>  viori  owt 

8e“ral  *»»»■«»  of 

of  designing  and  building  a shipTOrd  at  aTveruZut  iJ  T h6„WaS  ln  charge 
Oakland,  Calif,  and  building  7 nViri  w,  Island  on  the  estuary  at 

Fleet  Corporation.  Also  nldlfu'a  supervision  thZr«fllPH’f°r  the  Kmergem:y 
ship  Faith  was  designed  and  built  1 ' a0n  the  flrst  self‘ProPebed  concrete 

Bechtel-MeCone  Corp. — Bechtel-MoCmin  „ 

organizing,  engineering  eiwutimi  »!58  ^orp”  was  experienced  m the  planning, 

. ,= « v-i*.  a ss&sa  sss  s 
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While  John  A.  McCone  was  executive  vice  president  and  general  manag CT  of 

Consolidat^d^Steel  Corp.  ' , Concrete  Pile  Co.  was  experienced  in 

this  period  this  company  built  42  ships  of  the  Hurt  type,  yyuik  vy. 

"3i£l 

■js&gt, 

1„  U-!C  T»« ■ ‘SSSfS  Sl5£  owning  morn 

$££! 

Commission  or  the  War  Shipping  Administration. 

nSion'8NThe°nlmesUof  all  officers,  directors,  or  stockholders  owning  more 

Maritime- CommiBsion  or ’th^  War  Shipping.  Administration. 

Question ' 9^ A*  de^rfption  of  all  contracts  between  your  company  and  the 

Maritime  Commission  giving: 

\l]  cost-plus,  lump  sum,  or  price  minus). 

<g  KWS  MfflSra  delivered°under  each  contract 
Cl  The  total  amounts  paid  by  the  Maritime  Commission  under  each  conti act 
(I^flual  Lttl^ieThas  not  been  reached,  please  give  status  of  negotiations,  the 

%]  SS3«  contrCa°cttra(Cli  final  settlement  of  fees  has 
not  been  reach  ed,  please  give  details  as  to  amounts  paid,  amounts  in  dispute,  etc.). 

!?)  SSSSSi  company  under  contracts 
■with  the  Maritime  Commission. 

- £”  (it  Contracts  MCc  2473  dated  March  12,  1942  plus  addendums  Nos.  1 and  2 
dated  January  1,  1943,  and  August  14,  1943,  respectively. 

\l\  in'agrlemenfproviding  for  construction  and  maintenance  of  shipyard 
facilities.  ’ ■ 

/ (e)  $|°6n404.257.24  paid  to  date.  Final  settlement  in  process. 

(/)  No  fee. 
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■ iff)  No  fee. 

(h)  No  fee. 

(i)  See  III. 

U)  See  III. 

II.  (a-)  Contract  MOc  2474  dated  March  12,  1942,  plus  addendum  No.  1 dated 
October  9,  1942. 

(b)  Cost  plus  a variable  fee. 

(c)  Thirty-four  EC-2  Liberty  ships,  revised  to  15  EC-2  Liberty  ships  by  ad- 
dendum No.  1. 

(d)  Fifteen  EC-2  Liberty  ships  constructed  and  delivered. 

(e)  $33,596,986.67  received  to  date;  $863.13  not  received  and  in  dispute.  Final 
settlement  in  process. 

(/)  Maximum  fee  payable  $140,000  per  vessel. 

• (g)  Minimum. fee  payable  $60,000  per  vessel. 

(h)  Actual  fee  paid  was  $60,000  per  vessel  for  the  15  completed  vessels. 

(i)  See  III.  „ . 

U)  Seelll.  ' ” ’ ' "" 

III.  All  contracts.  ' 

■ (i)  There  were  no  lump-sum  contracts. 

' (/)  Total  gross  fee  received  was  $900,000  which  resulted  in  a net  profit  of 
$771,740.48  after  deduction  of  contractor’s  additional  costs  and  before  taxes. 

Question  10.  The  fees  and  profits  under  each  of  the  afore-mentioned  contracts 
allowed  after  renegotiation. 

Answer  10.  On  Contract  MCc  2474  the  gross  amount  of  allowed  fee  was 
$900,000  which  resulted  in  a net  profit  of  $771,740.48  after  deduction  of  con- 
tractor’s additional  costs  and  before  taxes. 

Question  II.  The  status  of  each  contract  still  subject  to  renegotiation  giving, 
wherever  possible,  information  showing  the  opinion  of  the  Price  Adjustment 
Board  and  of  your  company  as  to  the  fees  and  profits  permissible  under  each 
contract. 

Answer  11.  There  are  no  fees  involved  or  subject  to  renegotiation/on  contract 
MCc  2473.  In  regard  to  contract  MCc  2474,  renegotiation  clearance  agreement 
No.  MCc  30129,  PAB-443,  dated  June  10,  1944,  states  that  no  excessive  profits 
have  been  received  or  accrued  under  this  contract 

Question  12.  The  total  cost  to  the  Government  of  the  shipyards  and  facilities 
used  by  your  company. 

Answer  12.  (a)  Cost  $16,404,257.24. 

(b)  These  facilities  were  not  constructed  for  the  benefit  of  this  one  ship  con- 
tract only.  The  facilities  were  later  used  by  Marin  ship  Corp.  for  the  construc- 
tion of  78  tankers  of  several  types  for  the  Commission,  the  repair  of  vessels 
for  the  War  Shipping  Administration  and  the  Navy,  and  for  other  uses  pertinent 
to  the  defense  program. 


Mr,  Marvin  J.  Coles, 


Mabixship  Corp., 
Sausalito  October  23,  1946. 


General  Counsel,  House  of  Representatives  Merchant  Marine  and  Fisheries 
Investigation  Committee, 

Washington  25,  D.  C. 


Dear  Sib:  In  accordance  with  your  telegram  of  October  10,  1946,  we  submit 
the  following  information : 

1.  The  average  amount  of  outstanding  bank  loans  used  in  connection  with 
the  operations  at  the  shipyard  at  Sausalito,  Calif.,  was  as  follows : 


Period 

May'  14  to  October  31,  1942__. 
Nov.  1,  1942,  to  Apr.  30,  1943. 
May  1,  1943,  to  Apr.  30,  1944- 
May  1,  1944,  to  Apr.  30,  1945. 


Amount 
$965,  497 
1,  447,  790 
1,  200,  956 
1, 232,  877 


As  of  May  1,.-1945,  outstanding  bank  loans  totaled  $1,300,000.  Thereafter,  and 
during  the  first  6 months  of  the  succeeding  fiscal  year,  shipbuilding  operations 
were  brought  to  a close,  and  the  bank  loans,  of  course,  were  reduced  to  zero. 

During  the  period  in  which  operations  were  carried  on  as  a joint  venture,  all 
™Sets  of  e.aclv  of  tbe  individual  joint  venturers  totaling  approximately 
$20,000,000  were  liable  for  the  obligations  of  the  shipbuilding  operations. 

' During  the  period  of  operations  carried  on  by  Marinship  Corp.  $500,000  of  the 
bank  credit  was  individually  guaranteed  by  the  stockholders. 

. i : X )-<(.  , f,  JjiUi  ■ V • ■ ■!,  i 


Approved  For  Release  2003/10/10  : CIA-RDP64B00346R000400060002-4 


Approved  For|Release  2003/10/10  : GIA-RDP64B00346R000400060002-4 

514  SHIPYARD  PROFITS 

2.  Amount  of  bank  loans  secured  by  pledge  of  Government  contract®,  or  guar- 
anteed in  whole  or  In  part  by  the  Government — none. 

If  any  further  information  is  desired,  kindly  advise. 

Yours  very  truly, 

1 Martnship  Cobp., 

By  Robert  L,  Bridges,  Treasurer. 

Copies  to  Messrs.  Digges,  Bechtel. 


Exhibit  18 

J.  A.  Jones  Construction  Co., 

Charlotte  1,  N.  C.,  August  20, 1946. 

Special  delivery. 

Merchant  Mari  he  and  Fisheries  Investigating  Committee, 

House  of  Representatives,  Washington  25,  D.  0. 

Attention:  Mr,  Marvin  J.  Coles,  General  Counsel.) 

Dear  Mr.  Colics:  As  requested  in  your  letter  of  July  27,  we  attach  hereto  the 
Information  which  we  have  compiled  as  completely  and  fully  as  we  know  how. 

If  there  is ' any  other  information  you  need  pr  that  we  might  be  able  to  get,  please 
call  on  us  jfor  sa  ne.  ^ , _ , , . , 

We  tried  to  mail  this  to  you  by  the  time  requested,. that  is,  August  15,  but  had 
to  wait  on  a certified  copy  of  our  corporation  charter  which  is  attached  hereto. 

Trusting  this  will  give  you  the  desired  information  we  are 

Sincerely  yours,  ' _ ' 

,.  | ■ J.  A.  Jones  Construction  Co., 

. > ” r By  Edwin  L.  Jones. 

1.  J.  A.  Jones  Construction  Co.  was  organized  in  1894,  or  52  years  ago.  It  was 
Incorporated  in  L920.  Certified  copy  of  charter  is  attached  hereto. 

2.  Capital  of  the  J.  A.  Jones  Construction  Co.  as  .of  January  1, 1946 : 

Common  stock  (6,000  shares,  $100  par) 000.  00 

Preferred  stock  (4,000  shares,  $100  par)  __ , , — : 400,  000.  00 

Surplus  -I — 2,301,052.07 

’ : 3,  30l,  052,  07 

3.  Officers  anti  directors  and  their  annual  compensation  in  1946 : 

J.  A.  Jones,  president  and  director — — — $50-  000 

Raymond  A.  Jones,  vice  president  and  director t oO,  0W 

Emil  J.  Kraft,  vice  president x 000 

H.  V.  Appen,  vice  president 1 ",  OOO 

Harry  W.  Loving,  vice  president 15,  uuu 

J.  J.  Allinson,  vi  ce  president — , i®>  000 

John  E.  Davidson,  vice  president— lo>  000 

Edwin  L.  Jones,  secretary  and  treasurer  and  director nO,  000 

John  S.  Stafford,  assistant  secretary — , v— — 9.  000 

Paul  S.  Jones,  assistant  secretary  and  director— . 15, 000 

E.  C.  Assenhein  er,  assistant  secretary t R 500 

George  H.  Buchanan,  assistant  secretary - — 9>  °00 

1 Plus  bonus. 

4.  Officers  and  employees  with  compensation  ^ oyer  $15,000  per  annum  and 
amounts  of  same  reimbursed  by  Maritime  Commission:  See  attached  exhibit  A, 

I Percent 

of  stock 

5.  J.  A,  Jones,  president 29.  5 

Edw}n  L.  Jones,  secretary-treasurer— 10.  58 

Raymond  A.  Jones,  vice  president—— 12-  78 

6.  The  officers  and  directors  of  the  J.  A.  Jones  Construction  Co.  are  all 
seasoned  experienced  construction  men.  They  have  not  had  any  previous 'Ship- 
building experience,  but  found  that  shipbuilding  was  very  similar  to  problems 
encountered  in  the  construction  of  large  intricate  construction  jobs.  For  Instance, 
drafting; 'procurement;  flow  of  materials;  fabrication  and  erection  of  steel;  in- 
stallation'of  plumbing,  piping,  electric,  machinery,  joinery,  equipment,  etc.,  Is  no 
different  in  shirbuilding  than  In  construction. 
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In  addition  our  executives  were  able  to  take  into  the  shipyards  a large  following 
of  construction  labor  that  was  quickly  trained  and  adapted  to  ship  construction. 

7.  None. 

8.  None. 

9.  See  attached  exhibit  B. 

10.  Contracts  MCc  2640  and  2567  are  the  only  contracts  which  have  been  rene- 
gotiated. All  other  contracts  were  finished  in  the  year  1945  and  1946,  renegotia- 
tion of  which  has  not  been  completed. 

The  renegotiation  of  the  J„  A.  Jones  Construction  Co.  contracts  is  made  on  an 
over-all  basis.  Therefore,  the  only  way  we  can  answer  is  as  follows : 


Contract  MCc  2640  fee. 
Contract  MCc  2567  fee. 


$1,  604,  680. 00 
900, 000.  00 


Total 2,504,680.00 

Balance,  after  pro  rata  share  of  overhead  expense,  renegotiation, 

income,  and  excess  profits  taxes 564,  428.  95 

11.  Contracts  MCc  15769  and  DAMCc  680  are  in  the  process  of  settlement  and 
have  not  been  closed.  Renegotiation  has  not  been  started  on  this  contract. 

Contract  MCc  15770  has  been  closed  with  the  Maritime  Commission,  but  rene- 
gotiation has  not  been  started. 

Contracts  MCc  34i62,  34758,  and  29895  have  been  closed  with  the  Maritime 
Commission  and  are  not  subject  to  renegotiation. 

12.  Total  cost  of  shipyard  facilities : 


Wainwright  Yard,  Panama  City,  Fla $14,  906  229  79 

Brunswick  Shipyard,  Brunswick,  Ga 12’  818|  593!  37 


We  want  to  emphasize  the  fact  that  our  company  was  perhaps  the  last  com- 
pany to  be  called  in  on  ship  construction.  As  a result,  we  started  shipbuilding 
at  a time  when  the  industry  was  expanded  to  the  limit,  all  available  trained  ship- 
builders were  busy  in  other  yards.  Yet  our  construction  men,  building  ships, 
achieved  costs  and  time  records  comparable  to  yards  started  earlier  and  under 
better  conditions. 

For  instance,  compare  our  construction  curve  for  time  and  for  costs  with  other 
yards  on  similar  ships. 
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Exhibit  19 

Delta  Shipbuilding  Co., 

Cleveland,  Ohio,  August  %0,  1946, 

Marvin  J.  Coles, 

Genera l Counsel,  Merchant  Marine 

and  Fisheries  Investigating  Committee, 

Washington  25,  D.  C. 

Dear  Sr^  : In  reply  to  your  questionnaire  of  July  26,  1946,  receipt  of  which 
has  been  previously  acknowledged,  we  submit  the  following : 

■ HISTORICAL 

In  December  1940  Commissioner  Vickery  asked  the  American  Ship  Building 
Co.  to  send  its  representatives  to  Washington  to  discuss  the  possible  participa- 
tion of  the  compa  riy  in  the  then-projected  program  of  the  United  States  Maritime 
Commission  to  build  200  Liberty  ships. 

The  writer  and  Mr.  M.  E.  Farr,  a director  and'  former  president  of  the  com- 
pany, met  With  Admirals  Land  and  Vickery  on  December  30,  1940,  at  which  time 
they  explained  the  Commission’s  plan  to  utilize  the  organizations  of  some  of  the 
old-established  shipbuilding  companies  for  the  building  of  a number  of  new  ship- 
yards in  which  the  200  Liberty  ships  were  to  be  constructed.  They  stated  that 
Bethlehem  Steel  Corp.,  Newport  News  Shipbuilding  & Dry  Dock  Co.,  Todd  Ship- 
yards, Inc.,  and  Alabama  Dry  Dock  & Shipbuilding  Co.  had  tentatively  agreed 
to  participate  and  that  several  sites  had  already  been  selected.  They  urged  the 
American  Ship  Building  Co.  to  join  in  the  program  and  to  build  a new  shipyard 
for  the  Commission  either  in  Houston,  Tex.,  New  Orleans,  La.,  or  some  other 
suitable  southern  city. 

The  company’s  representatives  explained  that  the  company  operated  two  ship- 
construction  yards  and  five  repair  yards  on  the  Great  Lakes  ; that  it  was  already 
engaged  in  the  construction  of  small  vessels  for  the  Navy;  and  that  it  believed 
that  because  of  its  comparatively  small  organization  it  should  concentrate  its 
efforts  on  the  G'eat  Lakes.  Admiral  Vickery  stressed  the  Commission’s  desire 
to  use  the  shipbuilding  experience  of  existing  organizations  and  pointed  out  that 
the  Commission  had  been  negotiating  with  a newly  organized  shipbuilding  com- 
pany, Louisiana  Shipyards,  Inc.,  in  New  Orleans,  but  that  there  was  little  ship- 
building talent  connected  with  that  company  and  that  the  Commission  was  un- 
willing to  go  ahead  with  them  until  such  talent  was  provided.  He  suggested  that 
the  American  Ship  Building  Co.  might  be  willing  to  join  with  Louisiana  Ship- 
yards, Inc.,  in  the  shipbuilding  program  and  asked  that  we  discuss  the  matter 

with  their;  officers.  „ ,.  , , 

Accordingly,  representatives  of  the  American  Ship  Building  Co.  immediately 
inspected  the  proposed  sites  in  Houston  and  New  Orleans  and  also  sites  in  Sa- 
vannah, Ga.,  and  Brunswick,  Ga.  Discussions  were  had  with  representatives  of 
Louisiana  Shipyards,  Inc.,  in  New  Orleans,  and  it  developed  that  they  had  made 
tentative  arrangements  with  a New  York  contracting  firm  to  join  with  Louisiana 
Shipyards;  Inc.,  in  the  shipbuilding  enterprise.  After  serious  consideration  we 
then  advised  the  Maritime  Commission  that  we  believed  we  could  contribute 
more  to  tlVe  war  effort  by  utilizing  our  facilities  and  organization  on  the  Great 
Lakes  but;  that  if  the  Commission  were  insistent  that  we  participate  in  the 
Liberty  strip  program  we  were  financially  able  and  willing  to  undertake  ^ the 
project  alone  and  did  not  care  to  join  with  others.  At  this  point  negotiations 
witii  the  Commission  were  dropped. 

On  January  15,  1941,  Admiral  Land  called  the  writer  to  Ins  office  and  stated 
that  he  was  informed  that  tile  New  York  contracting  firm  had  withdrawn  from 
its  planned  participation  with  Louisiana  Shipyards,  Inc.,  and  asked  that  we  re- 
consider the  matter.  We  were  then  engaged  in  discussions  with  the  Navy  De- 
partment concerning  the  building  of  a number  of  naval  vessels  in  our  Great 
Lakes  vafds.  We  thought  it  desirable  to  consult  with  the  Secretary  of  the  Navy 
as  to  the  Navy’s  plans  and  requirements  for  the  building  of  naval  craft  on  the 
Great  Lakes.  A conference  was  held  with  the  Secretary  on  January  23,  1941, 
and  he  advised  that  it  was  most  important  that  we  participate  in  the  Liberty 
ship  program  a id  that  the  Navy  Department  would  not  impose  an  unduly  large 
program  on  our  Great  Lakes  yards  should  we  do  so.  Our  board  of  directors  was 
still  reluctant  to  join  with  any  other  company,  but  on  January  30,  1941,  Mr. 
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Knudsen,  then  Chairman  of  the  Office  of  Production  Management,  personally 
requested  and  even  insisted  that  we  go  into  New  Orleans  to  build  ships.  We  then 
agreed  to  go  ahead  on  condition  that  a satisfactory  agreement  could  be  reached 
with  Louisiana  Shipyards,  Inc. 

After  considerable  negotiation  between  Louisiana  Shipyards,  Inc.,  the  Mari- 
time Commission,  and  ourselves,  it  was  agreed  that  Louisiana  Shipyards,  Inc., 
would  provide  cash  capital  of  $750,000  and  additional  credit  of  $250,000  and 
would  enter  into  a facilities  contract  with  the  Maritime  Commission  to  build 
for  it  a 6-way  shipyard  in  New  Orleans  and  would  waive  its  rights  to  build 
ships  therein.  The  American  Ship  Building  Co.  agreed  to  organize  a wholly 
owned  subsidiary,  Delta  Shipbuilding  Co,,  Inc.,  having  paid-in  cash  capital  of 
$750,000,  which  company  would  enter  into  a contract  with  the  Maritime  Com- 
mission for  the  building  of  25  Liberty  ships  in  the  shipyard.  It  was  further 
agreed  that  Delta  was  to  make  the  general  yard  lay-out  and  specify  the  build- 
ings and  equipment  required  but  had  no  further  responsibility  for  the  building 
of  the  yard;  also  that  Louisiana  would  use  its  capital  for  the  construction  of 
the  shipyard  and  that  upon  completion  of  the  yard  it  would  make  its  capital 
and  credit  available  to  Delta  for  the  construction  of  ships. 

For  these  and  other  considerations,  Delta  agreed  to  pay  to  Louisiana  ap- 
proximately 36  percent  of  the  fees  earned  in  the  construction  of  the  25  ships. 

This  percentage  applied  also  to  contract  DA-MCc  No.  735  but  was  reduced  to 
20  percent  on  all  subsequent  ship-construction  contracts.  All  of  these  arrange- 
ments were  approved  in  writing  by  the  Maritime  Commission. 

Louisiana  signed  its  facilities  contract  with  the  Commission  on  February  12, 

1041,  and  Delta  its  ship-construction  contract  on  April  1,  1941.  Actual  work  of 
building  the  shipyard  started  on  April  8,  1941. 

Delta’s  ship  construction  program,  which  started  with  contract  DA-MCc  No. 

734  for  25  vessels,  was  augmented  by  adding  contract  DA-MCc  No.  735,  for  8 
vessels;  DA-MCc  No.  736,  for  28  vessels;  DA-MCc  No.  8384,  for  15  vessels;  DA- 
MCc  No.  13098,  for  20  vessels ; and  DA-MCc  No.  16494  for  92  vessels,  making  a 
total  of  188,  all  of  which  were  delivered  by  October  13, 1945. 

Answer  to  question  1 : Feb.  15,  1941.  Copy  of  charter  attached. 

Answer  to  question  2:  7,500  shares  of  common  stock  of  $100  each,  $750,000. 

Answers  to  questions  3 and  4 : 

Directors 

W,  H.  Gerhauser,  since  March  18,  1941. 

E,  P.  Farley,  since  March  18,  1941, 

G.  W.  Cottrell,  since  June  18,  1941. 

John  Sherwin,  since  February  15,  1944. 

J.  W.  Powell,  since  October  11, 1944. 

R.  C.  Norton,  since  November  27,  1955. 

Charles  Follett,  from  March  18,  to  April  S,  1941. 

Peter  Reed,  from  March  18  to  June  12,  1941. 

H.  P.  Isham,  from  March  18,  1941,  to  February  15,  1944. 

N.  O.  Pedrick,  from  April  8, 1941,  to  December  10, 1942. 

Theodore  Brent,  from  February  11,  1943,  to  November  27,  1945. 

Officers 

W.  H.  Gerhauser,  president  since  March  18, 1941.  Salary  at  $18,000  per  annum 
to  October  31,  1945.  The  Maritime  Commission  reimbursed  salary  at  $12,500 
per  annum  to  October  31,  1945. 

R.  B.  Ackerman,  vice  president  and  treasurer  since  March  18,  1941.  Salary  at 
$18,000  per  annum  to  June  30,  1943;  at  $24,000  per  annum  from  July  1,  1943, 
to  October  31,  1945.  The  Maritime  Commission  reimbursed  salary  at  $18,000 
per  annum  to  October  31,  1945. 

E.  B.  Williams,  vice  president  in  charge  of  engineering,  from  March  18,  1941, 
to  October  11,  1945.  Salary  at  $12,500  per  annum  to  June  30,  1943,  and  at 
$17,000  per  annum  to  October  31,  1945.  The  Maritime  Commission  reimbursed 
salary  at  $12,500  per  annum  to  October  31,  1945. 

J.  E.  Steinman,  vice  president,  consultant  on  operating  matters,  from  April 
8,  1941,  to  October  11,  1945.  Salary  at  $10,000  per  annum  to  June  30,  1945, 
which  the  Maritime  Commission  reimbursed  to  August  31,  1943. 
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J.  M.  balzell,  vice  president  in  charge  of  operations  from  July  1,  1944,  to 
October  11,  1945.  Salary  at  $10,000  per  annum  to  June  30,  1943,  and  at  $16,000 
per  annum  to  October  31,  1945.  The  Maritime  Commission  reimbursed  salary 
at  $10,000  per  annum  to  October  31,  1945. 

W.  A.  ttowe,  comptroller  and  assistant  secretary,  from  June  18,  1941,  to  July 
•Si,  1946.  , Salary  at  $7,500  per  annum  to  December  31,  1941 ; at  $8,400  per  annum 
to  June  30,  1943 ; and  at  $12,500  per  annum  from  July  1,  1943,  to  July  31,  1946. 
The  Maritime  Commission  reimbursed  salary  at  $7,500  per  annum  to  December 
31,  1941,  and  a t $8,400  per  annum  from  January  1,  1942,  to  October  31,  1945. 

G.  W.  Cottrell,  general  counsel  since  March  18,  1941.  His  firm,  McKeehan, 
Merrick,  Arter  & Stewart  and  George  William  Cottrell,  has  been  and  is  being 
paid  an  annual  retainer  fee /of  $5,000.  Such  fee,  plus  charges  for  additional 
services  as  have  been  necessitated  by  the  several  contracts,  have  been  reimbursed 
by  the  Maritime  Commission. 

"Peter  Reed,  secretary  since  March  18,  1941,  has  served  without  compensation 
ns  such.  , He  is  a member  of  the  firm  of  McKeehan,  Merrick,  Arter  & Stewart 
and  George  William  Cottrell. 

G.  C.  gheidler,  assistant  treasurer  and  assistant  secretary  since  March  18, 
1941,  has,  served  without  compensation.  He  is  secretary  and  assistant  treasurer 
of  the  Anperlcai  Ship  Building  Co.  (parent). 

> Answer  to  question  5 : A wholly  owned  subsidiary  of  the  American  Ship 
Building  Co.,  Cleveland,  Ohio. 

Answer  to  question  6 : The  American  Ship  Building  Co.  was  organized  March 
17,  1899.  It  c-J.me  into  being  by  reason  of  a consolidation  of  experienced  ship- 
building and  ship  repair  companies  on  the  Great  Lakes  and  has  carried  on  as 
shipbuilders  and  repairers  since  that  time. 

Top  management  and  administrative  personnel  of  Delta  were  furnished  out 
of  the  organization  of  the  American  Ship  Building  Co.  and  consisted  of  indi- 
viduals who  (except  for  accounting  officers),  for  the  most  part,  had  been  directly 
engaged  in  the  shipbuilding  business  most  of  their  business  careers. 

Answer  to  question  7 f None. 

Answei/  to  question  8 : See  attached. 

1 Answe^  to  question  9 : Contracts : 


DA-MCe  No.  734 $1,889,270 

DA-IJCc  No.  735 640.920 

DA-MCc  No.  786__, 1,630,300 

DA-]yICc  No.  8384 1, 161,  950 

DA-IflCc  N 3.  13098 „ 1,  599, 000 

DA-JfCc  No.  16494 2,  677,  000 


Total - 9,598,440 


Answer,  to  question  10.  All  of  the  ship-construction  contracts  have  been  re- 
negotiated and  settled  by  final  contracts,  with  the  result  indicated  in  the  answer 
to  No.  9. 

Answer,  to  question  11; 

Cost  of  facilities  furnished  by  Louisiana  Shipyards,  Inc.,  under 
contracts  Nos.  MC'c-ESP-7  and  MCc-ESP-601  and  addendums 
thereto,  as  per  audit  report  of  C.  W.  liams,  resident  auditor, 

U.  S.  Maritime  Commission,  dated  Nov.  11,  1944 $10,  912,  927.  52 

' Cost  of  facilities  furnished  by  Delta  Shipbuilding  Co.  under 

contract  No.  MCc-8383- 1,  834,  897. 18 

Total  __:i 12,  747,  824.  70 

Respectfully  submitted. 

Delta  Shipbuilding  Company,  Inc., 
By  W.  M.  Gebiiauseb,  President. 
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Exhibit  20 

Walsh-Kaisi®  Company,  Ino.  . 

SHIPBUILDING  DIVISION"  - ■ -V  TV.  "4*;‘ 

1 Washington' "Avenue,  Providence,  R.  1. 

Hr.  Mabvin  J.  Coles,  Nbw  Yom  <n;  'September' 5, W,6. 

aenenll?^Sn’  ■Merc1f^*  MarinG  ®«*  Fisheries'  investigating  Committee 
House  of  Representatives,  United  States,  ■ vummince, 

..  House  Office  Building,  Room  228,  Washington  25,  D.  Oi'" 
questionnaire  Ietterdatld  July  repoHas  the  prevlou,? 

i sur™  •«. 

Charter.6  dftte'0D  wWcl)  your  company  was  formed  and  a copy  of  its  corporate 
- Answer:  Walsh-Kaiser  Co.,  Inc.,  was  organized  under  the  laws  of  fhe  Siato 

C°Py  °f  C°rPOrate  ^closed.  (pS 
of  InC-  was  orSanizcd  under  the  laws  of  the  State 

and  securities. Capital  of  y™f  company,  giving  a break-down  of  the.  types  of  stock 

, . Answer : Capital  stock — 3,000  shares  common  stock  at  $100  $300000  to  ciu; 
tmn  to  paid-in  capital  stock,  Walsh-Kaiser  Co.,  Inc , borrowed  uifto  SHMOmo 
fesePnNo  VnS':i^ti0nS  supported  by  stockholders’  aSeement!  to  reto 

b a T>,N  United  States  Government  loans  were  used  in  financing  ro  relm 
compensadom68  ®rS  a"d  directors  and  a statement  of  their  annual 

Answer:  - : . . 

Officers;  Walsh-Kaiser  Oo.,  jhc. " ' " ' ' 

President.:  T.  J.  AValsh ■ 

Vice  president : Henry  J.  Kaiser  _ ~“I 

Vice  president : Edgar  Kaiser: 


Annual  compensation 

- — -- — — None 

-- --1-- — None 

Vice  president  and  assistant  secretary : W.  A?  Durkinlll  ~ * ‘ 

Vffie  Stot  fH  wnMorHSTger:‘X  ^ $18,000 

Secretary  and  treasurer  : F.  B.  Smith__IIHIII._~  ; - ' None 

Assistant  secretary  and  administrative  manager:  C.  H.  Maclie  ont* 


year  manager:  c.  H.  MacLeod,  per 

Assistant  Secretary':  X F.~Rffis~IIIl7lZIZ~.i-  'II  ' 

£iSi^allt  secretai’y  and  assistant  treasurer  To"®;  SherwoodZCllil'' 


Directors : 

T.  J.  Walsh , __ 

Henry  J.  Kaiser:..!*, 

Edgar  Kaiser 

W.  A.  Durkin I_~_Z7 

J.  S.  Macdonald IZ_I 

H.  W.  Morrison 3 


12,000 
• None 
None 

1 None 
■ None 
Norie 
None 
’’None 
'•"'None 


VJ  . t : ,1. 


■M  i - 

(KTf* 
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Associated  Contractors,  Inc. 

Officers : Directors: 

President : T.  J.  Walsh.  T.  J- 

Vice  president:  Henry  J.  Kaiser.  W.A.  Durkin. 

Vice  president:  W.  A.  Durkin.  d\M-  Price. 

Vice  president:  J.  H.  Gill.  (Vacancy.) 

Vice'  president : J.  S.  Macdonald. 

Secretary : F.  B.  Smith. 

Treasurer:  E.  P.  Walsh. 

Assistant  treasurer  : F.  B.  Smith. 

$18000  per  year,  reimbursable  by  the  Maritime  Commission,  plus  a bonus  of  $2,000 

« corporations 

or  more  oE  ?he  capital  stock  of  your  company,  giving  the  amounts  of  capital  stock 
held  by  each.  Walsh-Kaiser  Co.,Inc.  percent 

All  stock  owned  by  Associated  Contractors,  Inc.,  1 East  43d  St,  New  York_._MX) 

■ ; - ■ «.  _ _ ' 35 

H ^ice  ^preshlen t ^ Walsh” CmTs'truction  Cm ~ ( J? Gifh  personal,  g 
J V Macdonald,  ^pMsWeKwalS'  Construction  Co.  (J.  S.  Macdonald,  g 

5 

1.154  percent,  wife,  3.846  percent) . 

] - : ' ' : 50 

i ' • ' 20 

Henry  J.  Kaiser 10 

California  Kaiser  Co.  (Kaiser  Engineers,  Inc.)  ■-  q 

Morrison-Knudsen  Co.,  Inc 

6 The  shipbuilding  experience  prior  to  1041  of  all  officers,  directors,  and 

-.Wins  over  fgmg 

of  the  capita'  stock  had  actual  shipbuilding  experience  as  such  pnor  to .1941 
however/ all  of  them  have  had  from  25  to  40  years  of  very  active  and  definite 
experience  in  other  lines  of  construction  and  management  which  fully  qualified 
thpm  for  accepting  the  performance  of  this  shipbuilding  progiam.  4-v>on  k 

7 tZ  names  of  all  officers,  directors,  or  stockholders  owning  more  than  5 
percent'  of  the  capital  stock  of  your  company,  who  have  held  positions  as  officers 
or  directors  of  another  company  which  had  contracts  with  the  Marit  me  2 

mission  or  the  War  Shipping  Administration.  _ w,,  chairman 

Answer:  (•*)  Walsh  Construction  Co.,  stockholders.  T.  J.  ^aisn,  cnairmau 
of  theboard  of  Walsh  Construction  Co. ; W.  A.  Durkin,  president  of  Walsh  Con- 
struction Co  T S.  Macdonald,  vice  president  of  Walsh  Construction  Co.,  and 

contracts  with  the  « 
Commission  or  the  War  Shipping  Administration  and  do  not  hold  ^sitions  a.^ 
..ffleers  or  directors  in  other  companies  having  such  contracts.  Walsh  construe 
tlon  Co.  did  have  contracts  with  the  Navy  Department  for  construction  of  small 

lnT(i)  Henry* KaisVco.,  The  Kaiser  Co.,  California  Kaiser  Co.,  Henry  J. 

of  other  companies  did  have 
other  lontocts  with  the  Maritime  Commission  but  at  this  time  the  detail 
information  is  not  known  to  Walsh-Kaiser  Co  Inc  and  the  “dUudua^ > P e- 
paring'  this  report.  The  information  will  be  obtained  from  the  Kaisei  intei ests 
and  supplemental  report  will  follow. 
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(c)  Morrison-Knudsen  Co.,  Inc.,  II.  W.  Morrison. 

Information  as  to  Interest  in  other  contracts  by  Maritime  Commission  not 
atnth^,mert0  Wn;lsll"Kals®r  Co.,  Inc.,  and  the  individuals  preparing  this 
report  Detal1  mformatlon  will  be  obtained  and  furnished  in  supplemental 

r n*nJ?s  of  ?11  officers,  directors,  or  stockholders  owning  more  than 

fto<i.k  of  your  eomr>ilriy  who  have  owned  5 percent  or 
Msrfnm  t^e  .stocJc  of  another  company  which  had  contracts  with  the 

Maritime  Commission  or  the  War  Shipping  Administration 
Answer : Same  as  response  to  question  No.  7 , 

CornmissionliPti0n  °f  8,1  Contracts  between  your  company  and  the  Maritime 
Answer : Detail  statement  in  schedule  attached, 
after  renegotiation  Pr°fltS  Undei’  6ach  of  the  af°re-mentioned  contracts  allowed 
Answer:  Contract  Nos.  MCc-13637,  MCc-13638,  MCc-13911,  MCc-18012.  These 

1Q4? nT?ere  COlriHU:ted  durin8'  rlle  flscal  years  ended  June  30,  1943,  1944,  and 
1945  and  a I renegotiation  reports  liave  been  filed  in  detail,  reviewed,  and  accented 
16-  Bi-ce  Adjustment  Board  and  release  agreements  signed  stating  the 
£hat  ,no  Proflts>  which  pursuant  to  the  Renegotiation  Act  should 
be  eliminated,  have  been  received  or  accrued.  * * The  facts  and  flmires 
including  net  profits  before  income  tax  as  reviewed  for  renegotiation  are  the 
1,1  schedule  statement  attached  and  have  not  changed, 
status  of  each  contract  still  subject  to  renegotiation,  giving,  wherever 
possible,  information  showing  the  opinion  of  the  Price  Adjustment  Board  and  of 
your  company  as  to  the  fees  and  profits  permissible  under  e™h  contract 
^^^werj  Contract  Nos.  MCc-15961,  MCc-40390.  These  contracts  were  com- 

nl  £ JZ{ng>thZ  flscaJ„yeal'  6"ded  J«ne  30, 1946.  Submission  of  ‘Itanc7ard  Cm 
of  Conti  actor  s Report  to  the  Renegotiat  ion  Board,  including  income  tax  return 
etc.,  is  in  process  of  preparation.  It  is  the  opinion  of  the Contractor  ^ that  the 
fees  and  profits  under  these  contracts  are  nominal  and  not  excessive  and  the 
S™dJUfI?ent.iB°ard  has  indlcated  tbe  same  opinion  coveting  that  part*  of 
hl a ill  lllT’  tlT c“ltracts  which  they  have  seen  in  other  previous  audits* 
your  company!1  * t0  the  Government  of  the  shipyards  and  facilities  used  by 

Answer:  Walsh-Kaiser  Co.,  Inc.,  does  not  have  knowledge  as  to  the  totni 
Govemment  of  the  shipyard  and  facilities  at  Providence  The  cost 
was  $9;433/73lS  con9tructed  by  this  contractor  under  contract  No.  MCc-13637 

n,  °f  °fflce  at  Providence  has  been  closed  and  we  will  appreciate  vour  addressing  ' 
any  further  communication  to  us  at  1 East  Forty-third  Street  New  York  17  NV 
We  regret  that  there  has  been  delay  in  answering  your  nuestiomaire  and  teJt 
it  has  not  seriously  inconvenienced  the  committee  questionnaire  and  tiust 

When  the  enclosed  copy  of  certificate  of  incorporation  has  served  vour  nurnose 

M,TY  e y0m'  retU1‘ning  t0  US  at  1 East  Forty  thi^StLXS 

Yours  very  truly, 

Walsh-Kaiser,  Co.,  Inc., 

F.  B.  Smith,  Treasurer. 
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Walsh-Kaiser  Co.,  Inc. 

SHIPBUILDING  DIVISION 

1 Washington  Avenue,  Providence,  It.  1. 


,,  New  York,  17,  N.  Y October  16,  ID  Mi. 

Mr.  Marvin  J.  Coles, 

General  Counsel,  Merchant  Marine  and  Fisheries,  Investigating  Committee, 
House  of  Representatives,  United  States, 

House  Office  Building,  Room  228,  Washington  25]  D?'C. 

Dear  Mr.  Coles:  In  response  to  your  telegram  dated  October  14,  1946,  we 
give  the  following  answers  to  your  Questions  with  respect  to  ship  construction 
for  the  Maritime  Commission  at  Providence,  U.  I.  yard : 

(1)  Average  amount  of  outstanding  bank  loans?  " '' 

Answer:  $2,718,785  average  amount.  ...  . ...  , 

(2.)  Total  net  fees  and  profits  after  income  taxes?  ' 

Answer:  81,517,710  as  of  July  31,  1046  (profit  after  taxes : ,85g  percent' of 
cost,.. 837  percent  of  sales).  )jin<.  , 

(3)  (»)  Amount  of  bank  loans  secured  by  pledge  of  Government  contracts? 
Answer : None,  except  all  fee  collections  to  be  deposited  at  the  bank  in  special 

account,  and  said  account. to  the  extent  of  $500,000  was  assigned  to  and  pledged 
to  the  bank  as  security 'for  the  loans."  Fee  collections  over  $500,000  were 'used 
for  working  funds  or  to  reduce  loans. 

(6)  Amount  of  bank  loans  guaranteed  in  whole  or  in  part  by  the  Government? 
Answer:  None. 

(4)  Total  amount  of  Federal  Income  and  excess  profits  taxes’ 

Answer:  $1,231,443.29. 

The  above  profit  figures  will  be  further  reduced  by  cost  of  closing  out  records 
and  accounts.  ‘ ■■  < ■ ‘ ■ 

The  above  figures  aie  fiom  AValsh-ICaiser  Go.,.  Ihc.,  records  and  to  n,bf  include 
any  costs  for  overhead  and  taxes  of  the  stockholding  corporations,  Which  con- 
tributed a large  amount  of  supervision  and  management. 

. Yours  very  truly,.  . . , ; 

' • • Walsh-Kaihku  Co.,  Inc., 

-jr.  g.  gMITHj  Treasurer,  , 


Fee 


Exhibit  21 

(Information  appearing  on  p. .159  of  pt.  2,  hearings  before  the' subcommittee  of  the  Committee  on  Appro- 
priations, 1 9th  Cong.,  2d  sess.,  as  presented  by  the  Maritime  Commission] 


, E02-S-C1  costs  .{estimated),  cost-plus , contracts 


Builder 

Number  of 
■ 5 ' vesselp 

; ! • f I ‘ ■ Ci-  V 

Average 
builder’s 
' -.cost' 

"i  '■■■']  x * j 

Average 
profit  per 
vessel 

•'! 

Total  cost 
to  XJ.  S. 
Maritime 
: Commjs- 
, §ion  per 
vessel 1 

Alabama 

$1, 957,469 
1,743,043 
1,811, 040 
1,861,664 

Beth-Bairfield- a .-cqmj  v-i  -m 

California . 

Delta 

' 384' 
r *306 

' 895/288 

908, 428. : 

-jA70, 927 
70,168 

Jones  (Brunswick) ------ 

v:;5:  se 

' 66 

39, 0G7 
29, 470 

Jones  (Panama) j = •-  ; 

Kaiser  (Vancouver)  -• 

x,  i/o,  izy 

4 1,221,47 1 

1.  984,  640 
2, 623,  385 

2,  665, 811 
3, 008, 405 
1,881,803 
1,508,906 
1,  621,  597 
1,715,573 
7, 161,  234 
2,039,110 
2,100,304 

. 1,810,899 
3, 918, 779 

Marjnshtp- - „ 

'15 

236 

60, 000 
43, 166 

N e w E.n  gland 

North  Carolina . 

Oregon 

82,532 
89,455  . 

Pe£aianente., ..  . 

489 

1 

Bheem  Manufacturing  Co _ 

6,  388,  790 

St.  Johns ..... 

88 

1,  236, 438 

30,227 

Todd-Houston 

208 

995.311 

. 52,144 

Walsh-Kaiser ‘ 1 : r : 

.Total... 

2,580 

962,322 

66,631 

1,800,743 

1 Includes  U.  S.  Maritime  Commission  furnished  material. 

2 Includes  5 vessels  under  price-minus  contract. 


93486 — 46 34 


Approved  For  Release  2003/10/10  : CIA-RDP64B00346R000400060002-4 


Approved  For  Release  2003/10/10  : CIA-RDP64B00346R000400060002-4 

526  SHIPYARD  PROFITS 


-J  .Exhibit  22 

' IN ORTH  CAROLINA  SHIPBUILDING  CO., 

; • Wilmington,  tf.  C„  August  8,  1946. 

Mr.  Marvin;  J.  Coles,  ... 

General  Counsel,  Merchant  Marine  and  Fishery  Investigating  Committee. 
Souse  pf  Representatives,  Washington  25,  D.  C. 

Dear  Sir  : We  have  prepared  and  submit  the  information  requested  in  your 
letter  of  July  27,  1946,  as  follows : 1<U1 

(1)  The  North  Carolina  Shipbuilding  Co.  was  organized  in  January  lull. 
(See  photostatic  copy  of  the  charter  attached  hereto.) 

(2)  The  total  capital  of  the  North  Carolina  Shipbuilding  Co.  as  of  December 
31,  1945,  was  $6,432,585  and  consisted  of  the  following  : 

Capital  stobk:  Authorized  50,000  shares  of  the  par  value  of  $10  per  _ 

share;  issued,  30,000  shares — — 

Paid-in  surplus ^ 

• Total - .... — — — -------  9.  462> 585 

‘ (3)  'Tlje  pames  and  compensation  of  all  officers  and  directors  are  as  follows: 


Name 


Position 


Homer  L.  Ferguson-. .. 

Roger  Williamp  . _ 

John  B.  Wpodjvard,  Jr. 
William  E.  Blpwett/Jr. 
Edmund  F.  Heard. .... 
Edward  J.  Robeson,  J r. 

J.  Laurence  S brunt 

P.  F. Halsey.. - 

Robert  I.  EJetpKer. 

Thos.  L.  Lanier... ..... 

J.  M.  Waterman. 

W.  Graham  S<pott 

Paul  A.  Wilson 

W.  S.  McMahon 

F.  A.  Matthew  Jr 

Kemper  L.  Kellogg—.. 


Chairman  of  the  board — 

Director  and  president 

Director- _.T 

..__do-._ - — - t— 

....do — 

- - - — 

do ...  - - — «« - w- 

Director,  vice  president,  and  general  manager. 

Director  and  comptroller 

Assistant  comptroller. 

....-dO.^..,.-.— - 

Treasurer 

Secretary  and  assistant  treasurer 

Assistant  secretary - 

Assistant  treasurer 

Assistant  secretary 


Annual 

compen- 

sation 


$1,500 

5.000 
1,500 
1, 500 
1, 500 
1,500 
1, 500 

20, 000 

3. 000 

12, 000 

7,  200 

2.000 
0, 000 
8, 000 
5,700 
1,200 


(4)  P.  E.  Halsey,  director,  vice  president,  and  general  manager,  is  the  only 
officer  or  employee  of  the  company  who  has  received  in  excess  of  $lo,000  per 
annum.  Mr.  Halsey  has  been  paid  at  the  rate  of  $20,000  per  annum  since  July  1. 
1943,  and  such  payment  has  been  reimbursed  in  full  by  the  United  States  Man- 

tiD(5)CThff  Newport  News  Shipbuilding  & Dry  Dock  Co.,  Newport  News,  Va„ 
owns  29,998  shares  of  the  outstanding  capital  stock  of  the  North  Carolina  Ship- 
building Co.  The  remaining  7 shares  of  stock  were  sold  to  certain  individuals  to 
qualify  them  to  act  as  directors,  as  required  by  law. 

(6)  The  Newport  News  Shipbuilding  & Dry  Dock  Co.,  which  owns  99.9767 
percent  of  the  capital  stock  of  the  North  Carolina  Shipbuilding  Co.,  was  founded 
in  1880  and  has  been  engaged  in  ship-construction  work  since  aboiit  1890. 

(7)  The  Newport  News  Shipbuilding  & Dry  Dock  Co.  (a  Virginia  corporation) 
is  principal  stockholder  of  the  North  Carolina  Shipbuilding  Co. ; therefore,  it  has 
held  no  position  as  officer  or  director  of  another  company  which  lias  had  contracts 
with  the  United  States  Maritime  Commission  and  the  War  Shipping  Administra- 
tes) The  Newport  News  Shipbuilding  & Dry  Dock. Co.  (a  Virginia  corporation) 
is  principal  stockholder  of  the  North  Carolina  Shipbuilding  Co.  It  does  not  <own 
5 percent  or  more  of  any  other  company  which  has  had  contracts  with  the  United 
States  Maritime  Commission  and  the  War  Shipping  Administration.  However, 
the  Newport  News  Shipbuilding  & Dry  Dock  Co.,  itself,  has  had  contracts  with 
the  United  States  Maritime  Commission  and  the  War  Shipping  Administration. 
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(9)  Attached  is  a description  of  contracts  between  the  North  Carolina  Ship- 
building Co.  and  the  United  States  Maritime  Commission,  as  follows : 

(a)  Ship-construction  contracts, 

. (b)  Other  contracts. 

(10)  The  fees  and  profits  under  each  of  the  afore-mentioned  contracts  are  shown 
on  the  attached  description  of  ship-construction  contracts. 

(11)  Renegotiation  proceedings  have  been  completed  in  respect  of  all  contracts 
subject  to  renegotiation. 

(12)  The  total  cost  to  the  Government  of  the  shipyards  and  facilities  used  by 
this  company  is  summarized  as  follows: 


Shipyard  site1 $334,486.89 

Preparation  of  site  and  facilities 20,  098,  986.  73 


Total 20,433,473.62 

1 Exclusive  of  2 small  lots  acquired  through  condemnation  proceedings,  the  cost  of 
•which  was  paid  directly  by  the  Government  and  is  not  available  from  our  records. 

Very  truly  yours, 


Thos.  L.  Lanier, 
Assistant  Comptroller. 
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North  Carolina  Shipbuilding  Co. 


Description  of  other  contracts  icith  V.  8.  Maritime  Commission 


Contract  No. 

Type  of  contract 

Total  paid  on 
contracts 

Facilities  contracts: 

MCc-ESP-6 

$7, 373, 101. 00 
3, 932,691.00 
8, 793, 194.  73 

MCe-ESP-605 

MCc-ESP-624 

Total 

Real-estate  contracts: 

M Co-8700 

124, 888. 39 
i 209,508.50 

MCc- 26733 

Total 

Preparation  of  ship  storage  basin:  MCo- 

Cost  plus  a fee 

2 374, 829. 19 

40738. 

(Contract  not  yet  executed— work  performed 

Rental  contracts: 

under  letter  of  intent  dated  Nov.  23,  1645.) 

MCc-ESP-16 

MCc-ESP-623 

1 Includes  $02,201.14  billed  under  lease  agreements  listed  below. 
1 Includes  $4,703.31  billed  Aug.  2,  1646,  not  yet  collected. 


North  Carolina  Shipbuilding  Co., 
Wilmington,  N.  C.,  October  11,  191, 6. 

Mr.  Marvin  J.  Coles, 

General  Counsel,  Merchant  Marine  and  Fisheries  Investigating  Committee, 
House  of  Representatives,  Washington  25,  D.  C. 


Dear  Mr.  Coles:  We  have  prepared  and  enclose  herewith  a schedule  of  the 
information  requested  in  your  telegram  of  October  10,  1946. 

It  is.  believed  that  you  will  be  able  to  reconcile  the  information  on  the  enclosed 
statement  with  the  summary  of  income  from  inception  to  December  31  1945 
submitted  in  the  course  of  my  testimony  on  September  26,  1946. 

Very  truly  yours, 


Tiios.  L.  Lanier, 
Assistant  Comptroller, 
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Exhibit  23  . ■ 

Consolidated  Steel  Coet., 

Los  Angeles  22,  August  30, 191)0. 

House  op  Representatives, 

United  States  Merchant  Marine  and  Fisheries 

Investigating.  Committee,  Washington  25,  D.  C. 

(Attention  Martin  J.  Coles,  general  counsel.) 

Gentlemen  : In  your  letter  of  July  27,  1946,  you  requested  certain  data  pertain- 
ing to  contracts  between  the  United  Statps  Maritime  Commission  and  Consolidated 
Steel  Corp.  The  compilation  of  all  of  the  data  requested  has  not  been  completed ; 
however,  we  submit  herewith  as  much  as  we  have  been  able  to  complete  and  will 
forward  the  remainder  at  a later  date. 

Item  1 : Consolidated  Steel  Corp,  was  formed  December  IS,  1928.  A copy  of 
the  original  articles  of  incorporation  is  enclosed  herewith.  A copy  showing  all 
amendments  to  date  is  being  prepared  and  will  be  forwarded  to  you  at  a later 
date. 

Item  2;  In  a report  filed  with  the  Committee  on  the  Merchant  Marine  and 
Fisheries  of  the  House  of  Representatives  in  1942  similar  data  pertaining  to  the 
total  capital  of  this  company  giving  a break-down  of  the  types  of  stock  and 
securities  was  requested  and  submitted  and  is  summarized  in  the  following  to- 
gether with  a forward  analysis  to  June  30, 1946. 

Preferred  shares,  assessable,  no  par  $1,75  dividend  cumulative  prior  to 
July  1,  1935,  and  after  Mar.  31,  1939  ( noncumulative  during  the 

interval)  authorized  200,000  shares,  issued  197,586  shares,  purchased 
and  retired  55,397  shares,  outstanding  142,189  shares  as  at  July  31, 

1942 * " ) __  _ (jjg  725 

Common  shares,  assessable,  no  par  authorized  690,000  shares,  issued 

and  outstanding  241,617  shares  as  at  July  31,  1942 _ . 232  241 

Surplus:  ' ' 

Free  surplus — — $673,  593 

Appropriated  surplus--- J_- J 1,  431,  726 


Total  surplus  as  at  July  31, 1942 2, 105,  319 


Total  capital  as  at  July  31,  1942— 5,  892,  283 

Loans  outstanding  under  bank  credit  agreement  as  at  July  31,  1942, 
due  on  or  before  Oct.  1,  1944 6j  000,  QOO 

I - ■; ■ ,,  . -,-y 

A similar  summary  as  at  June  30, 1946,  is  as  follows  : 

Preferred  shares,  nonassessable  (assessable  prior  to  Apr.  23,  1945)' 
o?  PfjJ51'76  dividend  cumulative  prior  to  July  1,  1935,  and  after  Mar. 

31,  1939  (noncumulative  during  the  interval)  authorized  200,000 
shares,  issued  197,586  shares,,  purchased  and  retired  88,585  shares 
SoWoHr11/Zed  to  be  redeemed  July  1,  1946,  at  redemption  price  of 
$32.81%  per  share  pursuant  to  art.  6 of  the  articles  of  incorpo- 
as  amended,  109,001  shares.  Stated  value  of  $2,725,025  for 
109,001  shares  transferred  to  stated  yaiue  of  common  shares.  Total 

redemption  cost  of  $3,226,594  charged  to  surplus 0 

Common  shares,  nonassessable  (assessable  prior  to  Apr.. 23,  1945)  no 
par,  authorized  600,000  shares,  issued  and  outstanding  241,617 
Shares  as  a;t  June  30,  1946  after  transfer  of  $2,725,025  stated  value 
from  stated  value  of  preferred  shares  as  above . 5 141  195 

Earned  surplus,  after  charge  of  $3,226,594  for  payment  made  to  bank-  ’ 

for  redemption  of  109,  001  preferred  shares  as  above 4,  3)3.  509 

Total  capital  as  at  June  30,  1940 ' , • ; ’ • ’ ’ ■ 9 454  755 

Loans  outstanding  under  bank  credit  agreement  as  at  June  30  Yo-ie’ 

payable  in  semiannual  installments  of  $300,000  (proceeds  of  loans 

used  as  required  to  retire  109,00jt  preferred  shares  as  above) „ .3,  000,  000 

Item  3 : Data  pertaining  to  this  item  will  be  forwarded  later. 

Item  4 : Data  pertaining  to  this  item  will  be  forwarded  later. 

Item  5:  In  the  report  filed  with  the  Committee  on  the  Merchant  Marine  and 
Fisheries  of  the  House  of  Representatives  in  1942,  Pioneer  Securities  Co.,  621 
South  Hope  Street,  Los  Angeles,  Calif.,  was  shown  as  owning  5.6  percent  of  the 
outstanding  shares  of  the  preferred  capital  stock  of  Consolidated  Steel  Corp. 
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during  1941  and  1942.  Subsequent  to  1942,  to  the  best  of  our  knowledge,  there 
have  been  no  persons,  associations,  or  cotporations  tfolding  5 percent  or  more 
of  either  the  common  or  preferred  shares  of  outstanding  capital  stock  of  this 
company. 

Item  6:  Consolidated  Steel  Corp.  entered  into  the  shipbuilding  business  m 
1939  and  all  of  its  officers  and  directors,  except  for  some  few  subsequent  addi- 
tions or  changes,  therefore  had  some  shipbuilding  experience  prior  to  1941.  Also, 

Mr.  H.  B.  llird,  who  became  associated  with  Consolidated  Steel  Corp.  in  1939 
and  later  became  a vice  president  and  director  was  an  officer  in  the  United 
States  Navy  from  1904  to  1939  when  he  retired  from  the  Navy  with  the  rank 
of  captain.  During  his  active  duty  with  the  Navy  he  served  for  a number  of 
years  in  the  Bureau  of  Engineering  and  during  the- last  4 years  was  manager 
of  the  Navy  yard  at  Pearl  Harbor. 

Item  7 : To  the  best  of  our  knowledge  prior  to  December  20,  1945,  there  were 
no  officers,  directors,  or  stockholders  owning  more  than  5 percent  of  the  capital 
stock  of  Consolida  ted  Steel  Corp.  who  have  held  positions  as  officers  and  directors 
of  another  company  which  had  contracts  with  the  Maritime  Commission  or  the 
War  Shipping  Administration.  On  December  20,  1945,  Mr.  F.  S.  Howard  and 
Mr.  L.  N.  Slater,  officers  and  directors  of  Western  Pipe  & Steel  Co.  of  California, 
were  elected  directors  of  Consolidated  Steel  Corp. 

Item  8 : To  the  best  of  our  knowledge,  there  are  no  officers,  directors,  or  stock- 
holders owning  more  than  5 percent  of  the  capital  stock  of  Consolidated  Steel 
Corp.  who  have  owned  5 percent  or  more  of  the  capital  stock  of  another  company 
.which  had  contracts  with  the  Maritime  Commission  or  the  War  Shipping  Ad- 
ministration. , ' ...  „ . 

Item  9-  Enclosed  herewith  are  individual  schedules  giving  a description  of  part 
of  the  contracts  lietween  the  United  States  Maritime  Commission  and  Consoli- 
dated Steel  Corp.  Data  pertaining  to  some  of  the  later  contracts  is  being  com- 
piled and  will  be  forwarded  to  you  later.  , „ 

Items  10  and  11:  It  is  not  possible  to  ascertain  the  amount  of  fees  and.  profits 
allowed  after  renegotiation  under  each  of  the  individual  _ contracts  with  the 
United  States  Maritime  Commission,  inasmuch  as  renegotiation  has  not  been 
conducted  on  an  individual  contract  basis  but  on  an  over-all  basis.  The  contractor 
did  under  renegotiation  forward  pricing  agreement  voluntarily  reduce  the 
amount  of  allowable  bonus  under  contracts  MCc  7713  and  MCc  1 714  by  $2,180,048 
and  $373,578,  respectively.  Renegotiation  agreements  have  been  entered  into  tor 
all  of  the  contractor’s  fiscal  years  to  and  including  that  ended  August  31,  194o, 
and  in  addition  t o the  forward  pricing  reductions  made  by  the  contractor  as  re- 
ferred to  above  allowable  retainable  profits  on  an  over-all  renegotiation  for  the 
fiscal  year  ended  August  31,  1944,  were  reduced  by  $2,345,789,  We  are  informed 
that  this  elimination  was  on  an  over-all  basis  and  is  not  upon  individual  contracts. 

Item  12 : The  total  cost  to  the  United  States  Maritime  Commission  of  the  ship- 
yards and  facilities  used  by  Consolidated  Steel  Corp.  amounted  to  $13,212,408. 1 1. 

Very  truly  yours, 

| Consolidated  Steel  Coup. 

F.  J.  Knoeppel 
F,  J.  Knoeppel, 

; - Vice  President. 

Item  9-1 

(а)  Contract  serial  number : MCc  412. 

(б)  The  type  of  contract:  Lump  sum.  . „ -R 

(c)  The  number  and  type  of  ships  covered  by  above  contract.  1 C^IB  fu.i 

scantling  type  turbine  propulsion  vessel.  ... 

(d)  The  number  of  ships  constructed  and  delivered  under  above  contract. 

1 <>1B  full  scantling  type  turbine  propulsion  vessel.  , 

(e)  The  total  amounts  paid  by  the  Maritime  Commission  under  above  contract . 

Final  contract  price,  $2,150,814.96.  , w 

( f ) The  maximum  fee  payable  under  above  contract.  None. 

(a)  The  minimum  fee  payable  under  above  contract : None. 

<h)  The  actual  fee  paid  and  unpaid  under  above  contract:  None 

(i)  The  profits  received  on  above  lump-sum  contract:  Loss,  $2 i8,Til.y i . 


Approved  For  Release  2003/10/10  : CIA-RDP64B00346R000400060002-4 


Approved  For  Release  2003/10/10  : CIA-RDP64B00346R000400060002-4 

SHIPYARD  PROFITS  533 

Item  9-2 


(a)  Contract  serial  number  : MCe  413. 

Vb)  The  type  of  contract : Lump  sum. 

(c)  The  number  and  type  of  ships  covered  by  above  contract:  1 C-1B  full 
scantling  type  turbine  propulsion  vessel. 

i number  of  ships  constructed  and  delivered  under  above  contract: 

1 C-1B  full  scantling  type  turbine  propulsion  vessel. 

(e)  The  total  amounts  paid  by  the  Maritime  Commission  under  above  contract  • 
Final  contract  price,  $2,248,486,96. 

(f)  The  maximum  fee  payable  under  above  contract-  None 
The  minimum  fee  payable  under  above  contract:  None. 

yy  The  actual  fee  paid  and  unpaid  under  above  contract : None. 

(i)  The  profits  received  on  above  lump-sum  contract:  Loss,  $157,457.05. 


Item  9-3 

: (a)  Contract  serial  number:  MCe  414. 

(&)  The  type  of  contract:  Lump  sum. 

(c)  The  number  and  type  of  ships  covered  by  above  contract:  1 C-1B  full 
scantling  type  turbine  propulsion  vessel. 

1 C-lB^fifll^camCing^type^turMif^propulsion  S3"*  ^ C°ntraCt : 
Final  “SSSm6  0ommlssio“  above  contract: 

(/.)  TJe  maximum  fee  payable  under  above  contract : None. 

The  minimum  fee  payable  under  above  contract:  None. 

/■■}  nvi116  act^al  fee  Patd  and  unpaid  under  above  contract:  None. 

(i)  J tie  profits  received  on  above  lump-sum  contract:  Loss,  $20,358.79. 

Item  9-If 

(а) .  Contract  serial  number:  MCc  415. 

(б)  The  type  of  contract : Lump  sum. 

number  and  type  of  ships  covered  by  above  contract:  1 C-1B  full 
scantling  type  turbine  propulsion  vessel. 

i r<diDTJlenimmP  of  ships  constl'ucted  and  delivered  under  above  contract- 
1 ful1  scantling  type  turbine  propulsion  vessel. 

{eJ  The  total  amounts  paid  by  the  Maritime  Commission  under  above  con- 
tract : Final  contract  price  $2,386,408.97. 

{.f\  The  maximum  fee  payable  under  above  contract:  None. 

)$[  Tne  minimum  fee  payable  under  above  contract:  None 
(h)  The  actual  fee  paid  and  unpaid  under  above  contract:  None. 

U1  ihe  profits  received  on  above  lump-sum , contract : Loss,  $63,230,03.  , 

Item  9-5  , 

. (a)  Contract  serial  number : MCc  1275. 

' (&).  The  type  of  contract : Lump  sum. 

omP  ,TIle  number  an.d  type  of  ships  covered  by  above  contract : 1 P1-S2-L2  twin 
screw  transport,  turbine  propulsion., 

i p? ^<3o^eo al™ber  o£  fbiPs  constructed  and  delivered  under  above  contract- 
1 P1-S2-L2  twin  screw  transport,  turbine  propulsion. 

Jllfi  The  total  amounts  paid  by  the  Maritime  Commission  under  above  con- 
tract: Final  contract  price,  $5,808,140.22. 

m!10  maximum  fee  payable  under  above  contract:  None 
y{[  Tbe  minimum  fee  payable  under  above  contract:  None 
■ ■hV1  m,e  ac£al  fee  p‘m  ancl  unpaid  under  above  contract:  None 
^A.Thiv.K'outs  received  On  .above  lump-sum  contract:  Loss,  $992,646.47. 

■ Item  9-6 


(а)  Contract  serial  munber:  MCc  1276. 

(б)  The  type  of  contract : Lump  sum. 
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(c)  The  number  and  type  of  ships  covered  by  above  contract:  1 P1-S2-L2 

and  delivered  under  above  contract: 

1 — — • - 

tract : Final  cont  ract  price  $5,760,072.99.  _ „ 

(f)  The  maximum  fee  payable  under  above  *5?“®’ 

(a)  The  minimum  fee  payable  under  above  contract.  ^NOyie' T 
(l\  The  actual  fee  paid  and  unpaid  under  above  contract.  None. 

$ Se  actual  fee  p^aid  and  unpaid  under  above  contract:  None;  loss  $306,- 

194'28'  Item  9-7 

(a)  Contract  serial  number : MCc  1953  and  MCc  1675. 

<»>  SK? S SiS’SJSrtW  above  contract:  AcqnkUUn  and 

N°(^)  (|Hietiotal^rmountstp1fid<by0ttm  Maritime  Commission  under  above  contract 
(the  amouijts  in  dispute,  and  the  amounts  not  yet  paid,  are  also 630.  60 

’ 52’ 660.  83 

Cost  not'^aliowabl^andf  not  claimed  by  contractor  to  be  reim-  4 m ^ 

2s’,  717.  28  ‘ 

Of)1  TiTo’ma'xiruim  fee  payable  under  above  contract:  None. 
in)  The  minimum  fee  payable  under  above  contract  .None. 

(ft)  The  actual  fee  paid  and  unpaid  under  above  contract . Non  • iQ 

(i)  The  profits  received  on  above  lump-sum  contract.  No  fee  P 
this  contract  and  disallowed  costs  under  (e)  become  loss  to  the  contractor. 

Item  9-8 

; (a)  Contract  serial  number  : MCc  1520. 

&>  S,tyS«'rrdtrSS.:5““  above  contract : Foar  (MB  fn.i 

aob  delivered  under  above  contract: 

FT)CS“l— 

(th#  amounts  in  dispute,  and  the  amounts  not  yet  paid  are  also  shown)  . 

Value  of  material  furnished  by  Maritime  Commission U,  670,  680 

Cost  reimbursed  to  contractor - ? 24 6!  544 

Fixed  fee  paid  to  contractor ■■ — 7“”  74  500 

Bonus  earned  for  early  delivery  paid  to  contractor-.- . 

Additional  cost,  not  in  dispute,  to  be  paid  to  contract or -------  - 

Contractor’s  cost  disallowed  for  reimbursement  by  Maritime  Com-  ^ Rf)R 

• mission  but  protested  by  contractor — — — 7”  “‘7  ? 

Contractor’s  cost  not  allowable  as  cost  for  reimbursement  and  not  ^ ^ 
claimed  by  contractor 

(f)  The  maximum  fee  payable  under  above  contract: 

i _ $216,544 

MaxUnum  allPwable  bonus  for" cost  savings  and  early  delivery 575,  276 

(g)  The  minimum  fee  payable  under  above  contract:  Fixed  fee,  $246,544. 

(h)  The  actu il  fee  paid  and  unpaid  under  above  contract : 

, r i $246, 544 

Fixed  fee — " ~ 74.500 

Early  delivery  bonus- 

Disallowed  costs  under  (e)  act  to  reduce  the  contractor’s  profit  as  otherwise 

ie1(i)t<Tht ^profits  received  on  each  lump-sum  contract:  Not  applicable  to  this 
contract. 
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Consolidated  Steel  Cord., 

Los  Angeles  22,  September  12,  1946. 
House  of  Representatives,  United  States, 

Merchant  Marine  and  Fisheries  Investigating  Committee, 

Washington  25,  D.  0. 

(Attention  Marvin  J.  Coles,  General  Counsel.) 

Gentlemen  : Under  date  of  August  30,  1946,  we  submitted  to  you  certain  data 
pertaining  to  contracts  between  United  States  Maritime  Commission  and  Con- 
solidated Steel  Corp.  as  requested  under  item  9 of  your  letter  of  July  27,  1946. 

In  our  letter  of  August  30  we  indicated  that  data  pertaining  to  other  contracts 
were  being  compiled  and  would  be  forwarded  at  a later  date.  These  data  are 
now  submitted  herewith. 


To  complete  your  request  there  now  only  remains  to  be  submitted  to  you  the 
amended  copy  of  our  articles  of  incorporation  as  referred  to  in  item  1 of  our 
letter  of  August  30,  1946. 

Very  truly  yours, 

Consolidated  Steel  Corp., 


F.  J.  Knoeppel,  Vice  President. 

Item  9-9 


(а)  Contract  serial  number:  MOc  1790. 

(б)  The  type  of  contract:  Price  minus. 

(c)  The  number  and  type  of  ships  covered  by  above  contract:  Nine  C-1B  full 
scantling  turbine  propulsion  vessels. 

( d ) The  number  of  ships  constructed  and  delivered  under  above  contract: 
Nine  C-1B  full  scantling  turbine  propulsion  vessels.  ■ 

(e)  The  total  amounts  paid  by  the  Maritime  Commission  under  above  contract 
(the  amounts  in  dispute  and  the  amounts  not  yet  paid  are  also  shown)  : 


Value  of  material  furnished  by  Maritime  Commission ,$5,  279,  836 

■Cost  reimbursed  to  contractor : 20,  020,570 

Fixed  fee  paid  to  contractor 554,  724 

Additional  cost,  not  in  dispute,  to  be  paid  to  contractor 2, 325 

Contractor’s  cost  disallowed  for  reimbursement  by  Maritime  Commis- 
sion but  protested  by  contractor..' 90,  737 

Contractor’s  cost  not  allowable  as  cost  for  reimbursement  and  not 
claimed  by  contractor 44,  478 

if  ) The  maximum  fee  payable  under  above  contract : 

Fixed  fee. $554,  724 

Maximum  allowable  bonus  for  cost  savings  and  early  delivery 11,  295,  376 


1 Addenda  to  contracts  MCc  1790,  1791,  1792,  2235,  7713,  and  7714  provide  that  a deduc- 
tion of  $2,242  per  vessel  shall  be  made  from  the  maximum  allowable  bonus  ; provided  how- 
ever, that  the  aggregate  amount  deducted  from  all  affected  contracts  shall  not  exceed 
50  percent  of  the  payments  made  to  the  contractor  for  certain  additional  facilities,  under 
the  facilities  contract,  estimated  to  cost  $300,452. 

(g)  The  minimum  fee  payable  under  above  contract:  Fixed  fee,  $554,724. 

(h)  The  actual  fee  paid  and  unpaid  under  above  contract:  Fixed  fee,  $554,724. 
Disallowed  costs  under  (e)  act  to  reduce  the  contractor’s  profit  as  otherwise 

reflected  above. 

W The  profits  received  on  each  lump-sum  contract : Not  applicable  to  this 
contract. 

Item  9-10 


(а)  Contract  serial  number:  MCc  1791. 

(б)  The  type  of  contract : Price  minus. 

(c)  The  number  and  type  of  ships  covered  by  above  contract:  Nine  C-1B 
full  scantling  turbine  propulsion  vessels. 

(d)  The  number  of  ships  constructed  and  delivered  under  above  contract: 
Nine  C-1B  full  scantling  turbine  propulsion  vessels. 

(e)  The  total  amounts  paid  by  the  Maritime  Commission  under  above  contract 
(the  amounts  in  dispute  and  the  amounts  not  yet  paid  are  also  shown)  : 


Value  of  material  furnished  by  Maritime  Commission $5, 279,  836 

Cost  reimbursed  to  contractor 18, 632,  834 

Fixed  fee  paid  to  contractor 554,  724 

Bonus  earned  for  early  delivery  paid  to  contractor 68,’  600 
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Bonus  earned  for  early  delivery  but  not  yet  paid  to  con- 

tractor— $4,200 

Bonus  earned  for  cost  savings  but  not  yet  paid  to  contractor—  13,  478 

; 17, 678 

Less  facilities  adjustment1 204  ^ 

1 Addenda  to  contracts  MCc  1790,  1791,  1792,  2235  7713,  and  7714  provide  that  a 
deduction  of  $2,242  per  vessel  shall  be  made  from  the  maximum  allowable  bonus  , provided, 
however,  that  the  aggregate  amount  deducted  from  all  affected  contracts  shall  not  e*ceed 
50  percent  of  the  payments  made  to  the  contractor  for  certain  additional  facilities,  under 
the  facilities  jcontract,  estimated  to  cost  $300,452. 

Additional  cost,  not  in  dispute,  to  be  paid  to  contractor—.. — __ — 1, 199 

Contractor’s  cost  disallowed  for  reimbursement  by  Maritime  Com-  . 

mission  but  protested  by  contractor SS.  885 

Contractor’s  cost  not  allowable  as  cost  for  reimbursement  and  not  . 

claimed  by  contractor 33,563 

(f)  The  maximum  fee  payable  under  above  contract: 

Fixed  fee 1 724 

Maximum  allowable  bonus  for  cost  savings  and  early  delivery 1 1,  295,  376 

( g ) The  minimum  fee  payable  under  above  contract : Fixed  fee,  $554,724. 

( h ) The  actual  fee  paid  and  unpaid  under  above  contract: 

Fixed  fee, Inn 

Early  delivery  tonus— 

See  (e)  for  additional  bonus (1,  wo; 

Disallowed  costs  under  ( e ) act  to  reduce  the  contractor’s  profit  as  otherwise 
reflected  above. 

(i)  The  profits  received  on  each  lump-sum  contract:  Not  applicable  to  this 
contract. 

Item  9-11 

(а)  Contract  serial  number:  MCc  1792. 

(б)  The  type  of  contract : Price  minus. 

(c)  The  number  and  type  of  ships  covered  by  above  contract:  Eight  C-1B 
full  scantling  turbine  propulsion  vessels. 

(d)  The  number  of  ships  constructed  and  delivered  under  above  contract: 
Eight  C-1B  full  scantling  turbine  propulsion  vessels. 

.(e)  The  total  amounts  paid  by  the  Maritime  Commission  under  above  con- 
tract (the  amounts  in  dispute  and  the  amounts  not  yet  paid  are  also  shown)  : 

Value  of  material  furnished  by  Maritime  Commission $4,  693, 188 

Cost  reimbursed  to  contractor 15, 278, 468 

Fixed  fee  paid  to  contractor — 493;  988 

Bonus  earned  for  early  delivery  paid  to  contractor — -ka 'Svv 

Bonus  earned  for  cost  saving  paid  to  contractor-— 550,  000 

Bonus  earned  for  cost  saving  not  yet  paid  to  contractor $151, 638 

Less  facilities  adjustment 1 17,070 

f 134, 068 

Additional  cost,  not  in  dispute,  to  be  paid  to  contractor - 49 

Contractor’s  cost  disallowed  for  reimbursement  by  Maritime  Com- 
mission but  protested  by  contractor— 84,  341 

Contractor’s  cost  not  allowable  as  cost  for  reimbursement  and  not 

claimed  by  contractor 

( f ) The  maximum  fee  payable  under  above  contract: 

Fixed  fee  i — — 

Maximum  ; allowable  bonus — 

» Addend!  to  contracts  MCc  1790,  1791,  1792,  2235,  7713,  and  7714  provide  that  a 
deduction  of  $2,242  per  vessel  shall  be  made  from  the.maxlmum  allowable  bonus  , Provided, 
however,  that  the  aggregate  amount  deducted  from  all  affected  contracts  shall  not  exceed 
50  percent  of  the  payments  made  to  the  contractor  for  certain  additional  facilities,  under 
the  facilities  contr  act,  estimated  to  cost  $300,452. 

(^)  The  minimum  fee  payable  under  above  contract  : Fixed  fee,  $493,088. 
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(fc)  The  actual  fee  paid  and  unpaid  under  above  contract : 

Fixed  fee $493,088 

Early  delivery  bonus 226,800 

Cost  savings  bonus — . — 550,  000 

See  (e)  for  additional  bonus  not  yet  paid 134,  568 

Disallowed  costs  under  (c)  act  to  reduce  the  contractor's  profit  as  otherwise 
reflected  above. 

(0  '-the  profits  received  on  each  lump-sum  contract:  Not  applicable  to  this 
contract. 

Item  9-12 

(а)  Contract  serial  number:  MCc  2235. 

(б)  The  type  of  contract : Price  minus.  « 

(c)  The  number  and  type  of  ships  covered  by  above  contract:  Four  C-1B  full 
scantling  turbine  propulsion  vessels. 

(d)  The  number  of  ships  constructed  and  delivered  under  above  contract: 
Four  C-1B  full  scantling  turbine  propulsion  vessels, 

(e)  The  total  amounts  paid  by  the  Maritime  Commission  under  above  contract 
(the  amounts  in  dispute  and  the  amounts  not  yet  paid  are  also  shown)  : 

Value  of  material  furnished  by  Maritime  Commission $2, 340,  594 

Cost  reimbursed  to  contractor : g,  073,  334 

Fixed  fee  paid  to  contractor..! ... ~ ’‘24g’  544 

Bonus  earned  for  early  delivery  paid  to  contractor 31  ’ 000 

Bonus  earned  for  cdst  saving  paid  to  contractor 170’  pgo 

Bonus  earned  for  cost  saving  not  yet  paid  to  contractor $76, 940 

Bonus  earned  for  early  delivery  not  yet  paid  to  contractor 6,  800 

Total — — 83,  746 

Less  facilities  adjustment1 " 8,'535 

75  205 

Additional  cost,  not  in  dispute,  to  be  paid  to  contractor ' 21 

Contractor’s  cost  disallowed  for  reimbursement  by  Maritime  Com- 
mission but  protested  by  contractor 12  657 

Contractor’s  cost  not  allowable  as  cost  for  reimbursement  and  not  ' 

claimed  by  contractor jg  299 

( f ) The  maximum  fee  payable  under  above  contract : 

Fixed  fee L_ $240  044 

Maximum  allowable  bonus 1 589  820 

’Addenda  to  contracts  MCc  1790,  1791,  1792,  2235,  7713  and  7714  nrovtrte  tW  „ 
deduction  of  $2,242  per  vessel  shall  be  made  from  the  maximum  allowable  bonus  • provided 
^^re^te  amount  deducted  from  all  affected  contracts  shali  not  exceed 

the  fardltties^contracC'elSmated^to^ost  $300,4r52.tOr  S 

{v)  The  minimum  fee  payable  under  above  contract : Fixed  fee,  $246  544 

(ft)  The  actual  fee  paid  and  unpaid  under  above  contract: 

Fixed  fee , 

Early  delivery  bonus .... ..  ~ qinon 

Cost  savings  bonus T -170’ m 

See  (el  for  additional  bonus  not  yet  paid__ZZZZ__ZZZZZ.ZZZ_Z_Z_Z-Z_ZJ  75,’ 205 

rented  Tbolo"0^8  U“der  ie)  aCt  t0  reduce  the  contractor’s  Profits  as  otherwise 
contract*16  PW>®tS  reeelved  on  each  IumP-snm  contract:  Not  applicable  to . this 

Item  9-13 

(а)  Contract  serial  number:  MCc  7713 

(б)  The  type  of  contract : Price  minus. 

fJL0'  “umber  and  type  of  ships  covered  by  above  contract:  Eighteen  C-1B 
lull  scantling  turbine  propulsion  vessels,  thirteen  troopships,  two  hulls  in  an 
uncompleted  state  (hospital  ships).  . P ’ ln 

°f  Sh!PS  cTs^icted  and  delivered  under  above  contract: 
Eighteen  C IB  full  scantling  turbine  propulsion  vessels,  thirteen  troopships, 
two  hulls  in  an  uncompleted  state  (hospital  ships).  P 1 
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(e)  The  total  amounts  paid  by  the  Maritime  Commission  under  above  con- 
tract (the  amounts  in  dispute  and  the  amounts  not  yet  paid  are  also  shown)  . 

Value  of  material  Eurnished  by  Maritime  Commission $19,  359,  400 

Cost  reimbursed  to  contractor < ojn 

Fixed  fee  paid  to  contractor — i 070  400 

Bonus  earned  for  early  delivery  paid  to  contractor — 

Bonus  earned  for  cost  saving  paid  to  contractor — > > 

Bonus  earned  for  early  delivery  and  cost  savings  not  yet 

paid  to  contractor rr  14« 

Less  facilities  adjustment 00,1  17  344 

Additional  cost,  net  in  dispute,  to  be  paid  to  contractor.  _ - 3, 109 

Contractor’s  cost  disallowed  for  reimbursement  by  Mantime  Com- 

mission  but  protested  by  contractor — 7 “7  * 

Contractor’s  cost  not  allowable  as  cost  for  reimbursement  and  not  s2s> 

claimed  by  contractor " 

(f)  The  maximum  fee  payable  under  above  contract:  , gg  201,630 

Fixed  fee— ; ; 1 2.  91  3’. 392 

Maximum  allowable  bonus ’ ’ 

1 The  maximum  allowable  bonus  provided  for  18  C-1B  cargo  vessels^  and  13 * trpop^hlp^ ; was 
!o5Cb4to?’  No ’bonis  is  applicable  to  the 

2 hospital  ships.  ,7Q1  17fi2  0035  7713  and  7714  provided  that  a deduc- 

siSfiipp^ 

$1 32,7 33  multiplied  by  the  percentage  of  completion  of  such  vessel. 

(a)  The  minimum  fee  payable  under  above  contract : Fixed  fee,  $2,201,630. 

(ft.)  The  actual  fee  paid  and  unpaid  under  above  contract . $2  gi_  ^ 

Fixed  fee  — V 079!  400 

Bonus  for  early  c.elivery 4 750.  000 

Bonus  for  cost  savings -- _ ’ 17  844 

■ SDisallowVa  cost  funder  Te)  act  to  rSU“5to"~nSrt5?» p'roflTs”as  otherwise 

re^i)tThf1 profits  received  on  each  lump-sum  contract:  Not  applicable  to  this 
contract  Item,  0-14 

(a)  Contract  serial  number:  MCc  7714. 

(7>)  The  tvpe  o::  contract : Price  minus.  . n 1Tt  f 

(c)  The  number  and  type  of  ships  covered  by  above  contract  Six  .0-1B  fu 

scantljng  turbine  propulsion  vessels,  one  hull  in  an  uncompleted  state  (hospital 

ShipJ)  The  number  of  ships  constructed  and  delivered  under  above  contract  . 

Six  C-1B  full  scantling  turbine  propulsion  vessels,  one  hull  in  an  uncompleted 

8tfe)  TStafaSounts  paid  by  the  Maritime  Commission  under  above  contract 
(the  amounts  in  dispute  and  the  amounts  not  yet  paid  are  also  shown)  . 

Value  of  material  furnished  by  Maritime  Commission fg>  1<»,  539 

Cost  reimbursed  to  contractor * 420I  860 

Fixed  fee  paid  to  contractor — 7 1 1 200 

Bonus  earned  for  early  delivery  paid  to  contractor oL’  ^ 

Bonus  earned  for  cost  saving  paid  to  contractor-— ------  ------- 

Bonus  earned  for  cost  saving  but  not  yet  paid  to  contractor-  $35,  896 

Less  facilities  adjustment _ 23,  093 

Additional  cost  rot  in  dispute,  to  be  paid  to  contractor None 

Contractor’s  cost  disallowed  for  reimbursement  by  Maritime  Commis-  ^ ^ 

Sion  but'  protested  by  contractor- ’ 
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( f)  The  maximum  fee  payable  under  above  contract; 


Fixed  fee 2 40a'  nt)6 

Maximum  allowable  bonus ’ 

1 ThP  fixed  fee  of  $369,816  is  for  six  C-1B  type  vessels.  The  contractor  shall  also  be 
paid  affixed  fee  for  the  hospital  ship,  delivered  in  an  uncompleted  state,  m ai  amount  equal 
P tiift  nnm  nf  32  733  multiplied  fey  the  percentage  of  completion  of  such  vessel. 

1 *.  The  maximum fuowaMe ^bonus  of  $871,674,  as  provided  for  in  the  original  contract  was 
„S  m Aueiist  1944  to  $498  096  upon  otter  by  the  contractor  under  renegotiation  lor- 
wardeprlcing1|greement.°  No  bonus  Is  applicable  to  the  hospital  ship.  Addenda  to  con- 
tracts PMCc  1790  1791,  1792,  2236,  7713,  and  7714  provide  that  a deduction  of  $2,242  per 
vessel  shall  be  made  from  the  maximum  allowable  bonus,  provided,  however,  that  the 
flcfiTeeatc  amount  deducted  from  all  affected  contracts  shall  not  exceed  fifty  (60)  percent 
0f  th  ^payments  made  to  the  contractor  for  certain  additional  facilities,  under  the  facilities 
contract,  estimated  to  cost  $300,452. 

I a \ The  minimum  fee  payable  under  above  contract : Fixed  fee,  $369,810. 

(h)  The  actual  fee  paid  and  unpaid  under  above  contract : 

$420,360 

Fixed  fee — 110  onrt 

Bonus  for  early  delivery 

Bonus  for  cost  savings XXX 

'See  (e)  for  additional  bonus  not  yet  paid 

Disallowed  costs  under  (e)  act  to  reduce  the  contractor’s  profits  as  otherwise 

reflected  above.  , . ..  , ......  ...  . . 

(i)  The  profits  received  on  each  lump-sum  contract:  Not  applicable  to  this 

C0DtrftCt  Item  9-15 

i ' i 

(a)  Contract  serial  number:  MCc  8524. 

(b)  The  type  of  contract:  Price  minus. 

(c)  The  number  and  type  of  ships  covered  by  above  contract.  18  b2-SZ--A<4-l 

steel  escort  vessels.-  . . , 

(<j)  The  number  of  ships  constructed  and  delivered  under  above  contract. 
18  S2-S2-AQ-1  steel  escort  vessels.  , , , 

(e)  The  total  amounts  paid  by  the  Maritime  Commission  under  above  contract 
(the  amounts  in  dispute,  and  the  amounts  not  yet  paid  are  also  shown)  : 

Value  of  material  furnished  by  Maritime  Commission $11,  505, 493 

Cost  reimbursed  to  contractor 1 17, 

Fixed  fee  paid  to  contractor - 

Bonus  earned  for  cost  saving  paid  to  contractor oW,  oou 

Bonus  earned  for  cost  saving  but  not  yet  paid  to  contractor dt>3,  iM 

Additional  cost,  not  in  dispute,  to  be  paid  to  contractor  __ — -----  » ' 101 

Contractor’s  cost  disallowed  for  reimbursement  by  Maritime  Com- 

mission  but  protested  by  contractor * 34,  071 

Contractor’s  cost  not  allowable  as  cost  for  reimbursement  and  not  __ 

claimed  by  contractor 12,776 

(f)  The  maximum  fee  payable  under  above  contract : 

Fixed  fee — — ’ i^oso  000 

Maximum  allowable  bonus ■*■>  usu’  uuu 

(ff)  The  minimum  fee  payable  under  above  contract : Fixed  fee,  $540,000. 

(?),)  The  actual  fee  paid  and  unpaid  under  above  contract : 

/fixed’  fee — ^00  oon 

See  (e)  for  additional  bonus  not  yet  paid «5W,4ob 

Disallowed  costs  under  (e)  act  to  reduce  the  contractor’s  profits  as  otherwise  re- 
flected above.  . ,,  . • 

(£)  The  profits  received  on  each  lump-sum  contract:  Not  applicable  to  this 

contract. 

Item  9-16  ' . , 

(а)  Contract  serial  number:  MCc  15951. 

(б)  The  type  of  contract:  Price  minus, 

(c)  The  number  and  type  of  ships  covered  by  above  contract  : 32  84  SB2-BD1 
transports.,  .....  ...  , , 


l $369,  816 


34,071 
12,  776 
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(<£)  The  number  of  ships  constructed  and  delivered  under  above  contract  ; 32 
S4-SIS2-I3f>l  transports. 

• (e)  The  total  amounts  paid  by  the  Maritime  Commission  under  above  contract 
(the  amounts  in  dispute,  and  the  amounts  not  yet  paid  are  also  shown)  : : 

Value  of  material  furnished  by  Maritime  Commission—. ._  $62,  936,  438 

Cost  reimbursed  to  contractor 82,  294,  862 

Fixed  fee  paid  to  contractor 2,  240,  000 

Bonus  earned  for  early  delivery  paid  to.  contractor 314,  200 

Bonus  earped  f oi  cost  saving  paid  to  contractor 80, 000 

Bonus  earned  for  cost  saying  but  not  yet  paid  to  contractor 187,  868 

Additional  cost,  not  in  dispute,  to  be  paid  to  contractor 2,  372 

Contractor’s  cost  disallowed  for  reimbursement  by  Maritime  Com- 
mission but  protested  by  contractor _ , . 125,  048 

Contractor's  cost  not  allowable  .as  cost  for  reimbursement  and.  not 
clajuped  by  contractor .... ; ' 64,  733 

(/)  The  maximum  fee  payable  under  above  contract: 

Fixed,.'  feeT 1.  $2,  240,  000 

Maximum  allowable  bonus r 3,  360,  000 

(g)  The  minimum  fee  payable  under  above  contract : Fixed  fee,  $2, 240,  000 

(h)  The  actual  fee  paid  and  unpaid  under  above  contract: 

Fixed  fee 1 — — $2,240,000 

Bonus  for  ^arly  e.elivery 314,  200 

Bonus  for  post  savings ' 80,  000 

See  (e)  for  additional  bonus  not  yet  paid , 187,  868 

Disallowed  costs  under  (e)  act  to  reduce  the  contractor’s  profit  as  otherwise 
reflected  above.  ' ’ 

(i)  TFe  profits  received  on  each  lump-sum  contract:  Not  applicable  to  this 

contract.  ' ’ ’’  ’ i!' 

,.,12,.  Facilities  cost  incurred  in  construction  of  yard  (cost  plus,  no  fee)  Land 

1 ' item  9-17 

(a)  Contract  serial  number : MCc  26055. 

■ ( 6)  The  type  of  contract:  Price  minus. 

■ (c)  The  numbin'  and  type  of  ships  covered  by  above  contract:  27  C1-M-AV1 
vessels.  ■ 

(d)  The  number  of  ships  constructed  and  delivered  under  above  contract: 

27  Cl-M-Ayi  vessels. 

■ (e)  'The  total  amounts  paid  by  the  Maritime  Commission  under  above  con- 
tract (the  amounts  in  dispute,  and  the  amounts  not  yet  paid,  are  also  shown)  : 

Value  of  material  furnished  by  Maritime  Commission $16,908,485 

Cost  reimbursed  to  contractor-— . 28,  460, 197 

Fixed  fee  paid  to  contractor 540,  000 

Contractor’s  cost  disallowed  for  reimbursement  by  Maritime  Com- 
mission tjut  protested  by  contractor ___ 57, 069 

Contractor’s  cost  not  allowable  as  cost  for  reimbursement  and  not 
claimed  py  contractor . '__ 29,640 

( f ) The  maximum  fee  payable  under  above  contract : 

Fixed  fee_j , $540, 000 

Maximum  allowable  bonus - 1, .350,  000 

(g)  The  minimum  fee  payable  under  above  contract : Fixed  fee, $540,  0OO 

(70  ,The  actual  fee  paid  and  unpaid  under  above  contract":  Fixed 

’ fee—. — $540,000 

Disallowed  costs  under  (e)  act  to  reduce  the  Contractor’s  profit  as  otherwise 
reflected  above.  " 

(?)  The  profits-  received  on  each  lump-sum  contract:  Not  applicable  "to  this 
contract. 

Item  9-18  , , - ... 

(а)  Contract  serial  number:,  DA  M^g' 857.  ) 

(б)  The  type  of  contract : Price  minus. 

, (c)  Tlie  number  and  type  of  ships  covered  by  above  contract:  30  C1-M-AV1 

1 vessels. 
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( d ) The  number  of  ships  constructed  and  delivered  under  above  contract: 

28  C1-M-AV1  vessels  (work  on  2 vessels  terminated  for  the  convenience  of  the 
Maritime  Commission ) . 

(e)  The  total  amounts  paid  by  the  Maritime  Commission  under  above  con- 
tract (the  amounts  in  dispute,  and  the  amounts  not  yet  paid  are  also  shown)  : 


Value  of  material  furnished  by  Maritime  Commission ' $18,  260,  986 

Cost  reimbursed  to  contractor 24,  300, 465 

Fixed  fee  paid  to  contractor  on  28  completed  vessels 560, 000 

Termination  fee  paid  to  contractor  on  canceled  vessels 56,  500 

Bonus  earned  for  cost  saving  but  not  yet  paid  to  contractor 1,  400,  000 

Contractor’s  cost  disallowed  for  reimbursement  by  Maritime  Com- 
mission but  protested  by  contractor . 80,  460 

Contractor’s  cost  not  allowable  as  cost  for  reimbursement  and  not 
claimed  by  contractor 18,815 

( f ) The  maximum  fee  payable  under  above  contract: 

Fixed  fee $600,  000 

Maximum  allowable  bonus 1,  500, 000 

(g)  The  minimum  fee  payable  under  above  contract:  Fixed  fee— $600,000 

( h ) The  actual  fee  paid  and  unpaid  under  above  contract: 

Fixed  fee  on  28  vessels  completed $560, 000 

Termination  fee  on  2 canceled  vessels 56,  500 

See  (e)  for  cost  saving  bonus  not  yet  paid 1, 400,  000 


Disallowed  costs  under  (e)  act  to  reduce  the  contractor’s  profit  as  otherwise 
reflected  above. 

(i)  The  profits  received  on  each  lump-sum  contract:  Not  applicable  to  this 
contract. 

Item  9-19 

(a)  Contract  serial  number:  MCc  34768. 

(b)  The  type  of  contract:  Selective  price. 

(c)  The  number  and  type  of  ships  covered  by  above  contract:  10  C2-S-B1 
Vessels;  6 II2-S-BV1  vessels; 

( d)  The  number  of  ships  constructed  and  delivered  under  above  contract : 
10  C2-S-B1  vessels  (work  on  6 R2-S-BV1  vessels  terminated  for  the  convenience 
of  the  Maritime  Commission). 

(e)  The  total  amounts  paid  by  the  Maritime  Commission  under  above  con- 
tract (the  amounts  in  dispute,  and  the  amounts  not  yet  paid  are  also  shown)  : 


Progress  payments  made  to  contractor $37,  920,  515' 

Estimated  additional  payments  to  be  made  to  contractor 289, 119 


(f)  The  maximum  fee  payable  under  above  contract:  Not  applicable  as  this  is 
not  a fixed-fee  contract. 

(p)  The  minimum  fee  payable  under  above  contract:  Not  applicable  as  this 
is  not  a fixed-foe  contract. 

(h)  The  actual  fee  paid  and  unpaid  under  above  contract:  Not  applicable  as 
this  is  not  a fixed-fee  contract. 

(i)  The  profits  received  on  each  lump-sum  contract:  Retainable  profit  and 

termination  fee  approximately  (settlement  not  arrived  at) $700,000 


Consolidated  Steel  Corporation, 

Los  Angeles  22,  Calif.,  September  4,  1946. 
House  of  Representatives,  United  States, 

Merchant  Marine  and  Fisheries  Investigating  Committee, 

Washington  25,  D.  C. 

(Attention  of  Marvin  J.  Coles,  general  counsel.) 

Gentlemen:  This  supplements  our  letter  of  August  30,  1946,  replying  in  part 
to:  your  inquiry  letter  of  July  27,  1946,  and  is  in  response  to  item  questions  num- 
bered 3 and  4. 

Item  3 : Since  the  item  does  not  stipulate  a given  time,  the  annual  compensa- 
tion, set  forth  below,  is  that  prevailing  at  the  time  of  the  inquiry.  Directors, 
including  officers-directors,  are  paid  a fee  of  $50  for  attendance  at  meetings, 
which  are  customarily  held  monthly.  Certain  directors  (six  In  number)  com- 
prise an  executive  committee.  This  committee,  created  by  the  board,  with 
93480 — 40 35 
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delegated  autho  city,  has  generally  met  on  an  approximate  average  of  three  to  four 
times  morjthly,  and  for  attendance  at  such  meetings  the  above  stated  fee  is  paid. 
A like  fee  is  paid  to  nonmember  directors  specifically  requested  to  attend  an 
executive  .committee  meeting.  The  directors  are : 

Clarence  J.  Coberly  Preston  Hotchkis 

W.  H.  Comstock  F.  S.  Howard 

John  E.  Jardine,  Sr. 

F.  J.  Knoeppel 2 
Wayland  A.  Morrison 

lists  the  officers  of  Consolidated  Steel  Corp.  and  their  annual 


Lloyd  R.  Earl  1 
O.  C.  Field 

S.  M.  Haskins 

The  following 
compensation : 

A.  G.  Roach,  president 

Lloyd  R.  Earl,  vice  president 

F.  J.  Knoeppel,  vice  president 

H.  C.  Cranfill,  vice  president 

C.  W.  Crawford,  vice  president 

E.  H.  LeBreton,  treasurer 

John  M.  Robinson,  Jr.,  secretary 

O.  I.  Alb^ra,  assistant  secretary 

C.  W.  Giegerich,  assistant  secretary- 
W.  F.  Pruden,  assistant  secretary — 
M.  J.  Tavis,  assistant  secretary 

F.  J.  Lackey,  assistant  secretary-- — 

T.  J.  White,  assistant  secretary 


Stuart  O'Melveny 
James  R.  Page 
Joseph  D.  Peeler  ' 
Alden  G.  Roach1 
L.  N.  Slater 


$62,  500 

44.000 

25.000 

23. 000 

14.300 
IT,  500 
14,200 

6,084 

10,084 

10,500 

9,456 

12.300 
8,  872 


' Item  4:  There  was  no  compensation  to  employees  over  $15,000  which  was  in 
any  part ' reimbursable  by  the  Maritime  Commission.  lasted  below  are  the 
amounts  of  annual  compensation  of  more  than  $15,000  paid  to  any  officer  together 
with  the  amounts  thereof  as  restricted,  either  by  regulation  or  by  decision  (pro- 
tested) of  the  Maritime  Commission,  for  allocation,  in  proportion  each  month 
to  the  relative  direct  labor  employed  on  Maritime  Commission  contracts,  as  cost 
reimbursable  by  the  Maritime  Commission.  Less  than  50  percent  of  the  allocable 
amounts  Was  reimbursable  by  the  Maritime  Commission.  The  amounts  given 
below  are;  the  a)  counts  paid  during  the  two  fiscal  years  ended  August  31, 1944,  and 
August  31,  1945.  averaged  for  a single  year  to  give  proper  effect  to  certain  salary 
adjustments.  The  allocable  amounts  were  fixed  and  the  same  in  each  year. 

I 
! 

A.  G.  Ro^ch,  president 

L.  R.  Eafl,  vice  president- 44,  000 

F.  J.  Kncjeppel,  vice  president 

H.  C.  Cranfill,  vice  president 

E.  H.  LeBreton , treasurer  and  assistant  to  president 17,  500 

The  foregoing  does  not  include  H.  B.  Hird,  who  resigned  about  August  31,  1944. 
Mr.  Hird’s  annual  compensation  was  $36,000  but  no  part  of  his  compensation 
was  in  any  way  charged  or  chargeable  to  Maritime  Commission  contracts. 

Further  reply  to  your  letter  of  July  27,  1946,  will  be  made  shortly. 

Very  truly  yours, 

E.  J.  Knoeppel. 


Total 

Allocable 

$62,500 

$25,  000 

44,000 

18,  000 

25,000 

15,  000 

23,  000 

None 

17,  500 

12,000 

I Telegram] 

Maywood,  Calif.,  September  18,  1946. 

Nathaniel  C.  IV.  Genne.tt,  Jr., 

Assistant  Oeneral  Counsel, 

Merchant  Marine  and  Fisheries  Investigation  Committee, 

House  of  Representatives,  United  States: 
Retel  September  17.  Total  all  fees  and  profits  earned  under  United  States 
Maritime’  Commission  contracts,  $13,975,119  before  Federal  income  and  excess- 
profits  taxes ; approximately  $4,200,000  net  after  taxes.  Both  amounts  without 
reduction  for  profits  eliminated  under  renegotiation  agreement.  Please  see 
second  lapt  sentence  our  answer,  items  10  and  11. 

Consolidated  Steel  Coep. 


iAlso  officer  of  Consolidated  Steel  Corp.  and  member  of  executive  committee. 
2 Also  officer  of  Consolidated  Steel  Corp. 
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[Consolidated  Steel  Corp, — Confirmation  of  telegram] 

Mr.  Maevin  J.  Coles, 

General  Counsel,  House  of  Representatives 

Merchant  Marine  and  Fisheries  Investigating  Committee 
Washington  25,  D.  C.:  ’ 

Reurtel  of  October  10,  1946,  total  paid-in  capital,  1928,  was  $6  396  012  but 
average  for  5 years  ended  August  81,  1945,  was  $5,868,277,  devoted  in  malor 
part  to  Maritime  Commission  work.  However,  total  capital,  including  earned 
surplus  and  contingency  reserves,  averaged  $9,828,627  for  same  period,  devoted 
to  variety  of  work  for  both  Navy  and  Maritime  Commission  and  to  minor  amount 
Iff  W01?\  ®ank  1°ans  averaged  $3,688,333  for  same  period,  and  probably 
wort  r,  “ £‘'ere0f  was  applicable  to  United  States  Maritime  Commission 
S oon  o,Ttta  /,nt  5ees,alld  proflts  after  taxes  on  Maritime  work  approximated 
Federal j income  and  excess-profits  taxes  approximated  $10,000,000, 
both  affected  presumably  by  unascertainable  applicable  amount  of  proflts  returned 
to  Government  as  result  of  renegotiation.  Total  work  reportedPhere  was  per- 
formed beginning  late  1939  and  through  June  30,  1946,  but  Important  volume  was 
performed  during  5 years  ended  August  31,  1945.  6 was 

Consolidated  Steel  Coep, 

F.  J.  Knoeppel,  Fice  President. 


Exhibit  24 

St.  Johns  Rivee  Shipbuilding.  Co., 

Mr.  Maevin  J.  Coles,  Jacksonville  1,  Fla.,  August  Vh  1946. 

General  Counsel,  United  States  House  of  Representatives, 

Merchant  Marine  and  Fisheries  Investigating  Committee, 

,,  ,,  „ „ Washington,  D.  C. 

Deae  Me.  Coles  : Reference  is  made  to  your  letter  of  July  27,  1946  The  infor 
matmn  requested  therein  is  listed  categorically  in  accordance  therewith  ■ 

,}■  The  company  was  incorporated  March  9,  1042,  and  a copy  of  its  charter  is 
attached  hereto  as  rider  1.  ’ L L y cnaiter  is 

2.  The  company’s  original  capital  was  600  shares,  divided  into  classes  \ r 

received 2 bijShl68  e><?  i°v,  which  a cash  consideration  of  $1  per  share"  was 
sfiooeAA  together  Wlth  debenture  bonds  for  which  a cash  consideration  of 
$600,000  was  received,  and  additional  working  capital  was  provided  bv  banking 
So7tS  prOTid1^  for  cash  loans  to%e  Vaillble ^Ue  a^o^t ‘of 

3.  See  rider  2,  attached. 

4.  The  maximum  compensation  reimbursed  by  the  Maritime  Commission  in 

an5y  °si  dtTxsloyees  was  ?12’°°° pei-  to 

gas 

organized  the  Merri ll-Steve^s  ShfpbuQm nj 00^°,  whielfbuik  f yardfoTth^cTy1 
eminent  and  constructed  vessels  for  the  GovemiMnM,i  t S o,  Gov_ 

1 the  repair  yard  was  continued  as  Merrill-Stevens  Tlrv 

?a°rCdk  there ‘during8  WorH 

directly  from  a proposal  made  by  Mr  James  C Merrtfi  resllUod 

business  fraTeat  maTy  years.  ^ bene  We”  kn0wn  in  the  instruction 
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Harry  M.  Hope  is  an  architect  with  considerable  experience  in  maritime  work. 

Mr.  B.  F.  Crowley  has  not,  to  our  knowledge,  had  any  previous  shipbuilding 

experience.  ' ^ , . _ . „ 

7.  James  O.  Merrill,  Sr.,  Merrill-Stevens  Dry  Dock  & Repair  Oo. 

8.  James  C.  Merrill,  Sr.,  Merrill-Stevens  Dry  Dock  & Repair  Co. 

9.  See  rider  4,  attached. 

10.  See  rider  5,  attached. 

11.  See  rider  6,  attached. 

12.  See  rider  7,  attached. 

Very  truly  yours,  „ . _ 

St.  Johns  River  Shipbuilding  Co., 

, A.  H.  Ainslow,  Treasurer. 
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St.  Johns  Rivee  Shipbuilding  Co. 

Rider  S 


To  whom  Issued 

Date 

Class  A stock:  200  shares 

Mar.  23, 1042 
Do. 

Mar.  30, 1042 
Do. 

Mar.  23, 1942 
Do. 

Class  B stock:  loo  shares 

Class  C stock: 

33  shares 

30  shares 

45  shares 

Harry  M.  Hodg 

46shares.-- | 
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St.  Johns  River  Shipbuilding  Co. 

, Rider  5 

10.  Fees  and  profits  under  each  contract  allowed  after  renegotiation.: 

MOc  2427 : $000,000. 

MCc  16555:  Not  yet  renegotiated. 

MCc  30837  : Not  yet  renegotiated. 

Rider  6 

11.  To  the  best  of  our  knowledge  the  permissible  fees  are  as  shown  on  rider  4. 

Rider  1 


12.  Facilities  cost  incurred  In  construction  of  yard  (cost  plus, 

no  fee) - ~ $16,189,189.26 

Land  purchased  directly  by  Government  at  cost  we  believe 
to  be : 1>  246, 361.  50 


17, 435,  550.  76 


St.  Johns  River  Shipbuilding  Co., 
Jacksonville  1,  Fla..,  October  23, 19J/6. 

Mr.  Marvin  J.  Coles, 

General  Counsel,  United  States  House  of  Representatives, 

Merchant  Marine  and  Fisheries  Investigating  Committee, 

Washington  25,  D.  C. 

Dear  Mr.  Coles  : In  response  to  your  telegram  of  October  11,  1946,  which  was 
received  by  this  office  on  October  14,  we  furnish  below  the  information  requested : 

1.  Average  amount  of  outstanding  bank  loans : 

$1, 486, 000 
1,  032,  000 
284,000 


Year  ending  June  30— 

1943  

1944  

1945  


2.  Total  net  fees  and  profits  after  income  taxes : $338,178.94. 

3.  Total  approximate  cost  of  Government-furnished  material  used  in  construc- 
tion each  type  of  ship : Unknown. 

4.  Total  amount  of  Federal  income  and  excess  profits  taxes : $1,042,653.18. 

5.  Disallowed  costs  allocated  to  applicable  contracts  : 


MCc-2427  . 
MCe-16555 
MCc-30837 


$273,  283.  20 
473,  695.  37 
95,  655.  86 


Total : 842, 634. 43 

In  addition  to  the  above  information,  we  request  that  the  record  also  include 
the  following  fact : On  November  19,  1945,  we  submitted  our  summary  of  force 
majeure  claims  indicating  that  we  had  delivered  our  first  30  hulls  1,995  days 
ahead  of  contract  delivery  stipulation.  In  a letter  dated ' December  7,  1945, 
our  force  majeure  claim  was  approved  in  full  by  the  Technical  Division  of  the 
Maritime  Commission.  It  is  pertinent  that  we  waived  the  premium  fees  arising 
out  of  the  early  delivery  of  these  vessels,  although  we  requested  and  received 
recognition  of  the  fact  that  we  had  made  delivery  of  the  30  ships  1,995  days 
earlier  than  the  contract  delivery  stipulated. 

We  are  attaching  hereto,  expense  accounts  incurred  by  our  representatives  in 
connection  with  your  requirement  that  we  be  available  for  examination  by  the 
Bland  committee  during  the  week  beginning  September  22,  1946.  Our  actual 
expenditures  in  connection  therewith  aggregated  some  $477,  but  we  have  prepared 
these  attached  accounts  in  accordance  with  usual  governmental  procedure  and 
they  are  as  follows : 


A.  H.  Ainslow,  treasurer , $197.43 

F.  D.  Wheeler,  counsel 157. 01 


Total.. 


354.  44 
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Attached  to  these  accounts  are  photostats  of  the  travel  accommodations. 

We  shall  appreciate  any  steps  you  may  take  to  put  these  accounts  in  line  for 
early  payment. 

Very  truly  yours, 

Sr.  Johns  River  Shipbuilding  Co., 

A.  H.  Ainslow,  Treasurer. 


Exhibit  25 

St.  Johns  River  Shipbuilding  Co., 
Jacksonville  1,  Fla.,  October  IS,  19^6. 

Mr.  Marvin  J.  Coles, 

General  Co-nnsel,  Merchant  Marine  and  Fisheries  Investigating  Committee, 
United  States  House  of  Representatives,  Washington,  D.  C. 

Dear  Ms.  Coles  : Reference  is  made  to  your  letter  of  October  14,  1946.  We 
regret  that  our  receipt  of  this  letter  was  delayed  due  to  its  having  been  delivered 
erroneously  to  the  War  Assets  Administration,  which  is  now  renting  thq  build- 
ing formerly  occupied  by  our  offices. 

We  are  | enclosing  copies  of  our  tax  returns  as  requested  in  your  letter. 
Since  tlip  only  pertinent  information  sought  from  our  capital  stock  tax  returns 
would  be  the  amount  of  the  declared  value  of  capital  stock  filed  annually,  we 
are  listing;  these  amounts  below  by  years : 

1945 $3,  000,000 

1944 7,  500,  000 

1943 — , — 10,  000,  000 

1942 _ — — 4,  000,  000 

The  infqrmati  on  requested  in  your  telegram  of  October  11,  1946,  which,  again, 
was  very  lhuch  delayed  in  delivery,  is  being  prepared  and  will  be  airmailed  with- 
in the  next  day  or  so. 

Very  truly  yours, 

St.  Johns  River  Shipbuilding  Co., 

A.  H.  Ainslow,  Treasurer. 


St.  Johns  River  Shipbuilding  Co., 
Jacksonville  1,  Fla.,  October  21f,  19//6. 

Mr.  Marvin  J.  Coles, 

General  Counsel,  United  States  House  of  Representatives, 

Merchant  Marine  and  Fisheries  Investigating  Committee, 

Washington  25,  D.  C. 

Dear  Mr.  Coles  : In  compliance  with  your  request  of  October  21,  1946,  please 
find  enclosed  photostatic  copies  of  our  capital-stock-tax  returns  for  1942,  1943, 
1944,  and  1945. 

Very  truly  yours, 

1 A.  H.  Ainslow,  Treasurer, 

Enclosures. 
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“<Kf«W (Yiir)" 


1942  RETURN 

OF 

CAP ITAL-STOGS  TAX 

F«r  ¥ e&r  Eaded  80, 1042 


TnEABU  R Y^DSRARTMS^r 

IXTOWfcL  0 sane* 


897363  ®»f 


DOMESTIC  CORPORATIONS 

(ChiptM  6,  Iotarnal  IW*«oo*  Cal*.  it  •mended) 

Thb  retam  rawut  bo  filed,  If*  tri  dUsata,  and  received  with  _ ^ avx>*«] hr 

remittance  hr  tho  Collector  ?oc  year  district  on  or  before  collector,  «nowin*  district 

Not.  28, 1942.  (See  Instruction  7,  page  8.)  ««iyed> 


I.  Mm  .j_T - “ 

i - 

(The  *idw»  mutt  be’tbet  ol  ib*  principe!  piiia  o!  buii&sw.  Ot»«  "«imi  »c<j  Ent>Uf,)"'oltj  wWwn.  *-id  aute  _ 

J.  Incorporated  or  organised  in  State  of ....  Month ea* 

4.  Wu  a 1941  oapitftl-etock  tax  return  filed?  Name  under  which  fdod.  (If  different,  attach  statement  explaining  ful  y.)— 

(District > 

5,  V/m  an  income-tax  return  filed  for  the  last  income-tax  year  ended  prior  to  July  1, 19*27  — Name  filed 

ffr  frtea  afcwy  (DUtrlot 

& Nature  of  business  In  detail * * * . 

7.  Name  of  parent  company,  if  any— rtf—"' t * (^trict 

_ _T  , , ...  bWQ^  Number  of  shares held 

$.  Name  of  MWdiarjr^nw^™^-— --  M(m*t*  aam^  ofUi’v*#  ii5a  by  prats' tfio  dbMiits  »h*»e  AW) 

(Didriot — ) 


E3URMPTIONS.— The  law  provide*  for  exemption  from  the  tax  only  on  the  groumiB  inoiowra ^der  tem  lO  ahowing 

SSf^S?  c<«  WMl  " 

O Corponstlou  eiempt  (rom  tocomo  tm  under  rectiou  101,  Interoid  Rovenuo  Cods.  Furnish  Information  required  by 
instruction  4.  _ x . . _ 

□ Insurance  company  subject  to  tax  under  section  201 , 204,  or  207,  Internal  Revenue  Code.  8tato  which  section 

□ Corporation  not  doing  business.  Furnish  information  required  by  Instruction  0. 


Foa  Ob*  o»  DsreiiTiiiHf 


11.  Declared  value  (must  be  identical  figure  entered  in  item  0)  S.......4 

12.  Tax  at  rata  of  *1.25  for  each  full  *1,000  in  item  9 


14.  Interest  at  0 percent  per  annum  beginning  Nov.  20,  1942... 
lfi.  Total  tax,  penalty,  and  interest 


Java®  6* 


■see 

«•  - 

lm.~. 

!M. 

InstteRt 


8k&  Be  fry 


a.  a.  biik,  *».  (•) 


Samos  0.  Hairlil  (0)  tr—SAm% 

a*»i  a.  ft«®  (s)  »«»« 
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iBSST’" Kin 


1943  RETURN 

Of 

CAPTTAIrSTOCK  TAX 

Fur  Tear  Ended  lue  SO,  IMS 
DOMESTIC  CORPORATIONS 

(Ofaaptva,  lateral  Bsvwjo*  Cod*.  m omwM) 

TkU  retara  nut  be  lied,  in  (ripBcato,  and  raeslrad  with 
remittance  by  the  Cetieetar  far  year  dlctrki  m w before 
Joly  81, 1948.  (See  iutnudoa  7,  page  8.) 


Twuaimr’SicmtnniiT 

Isnaxit,  Rmirei  Annex 


m>  be  rteaiptd  ebon  br 
Ooi  lector,  Mwxtna  <UKriti( 
ud  <Ut«  dmewy 


i.  Nemo  — SlLe..Johnfl  Hlyer..^ti3.p-.£ljl^_.Cxi».— ■ 

X Print  nndof  oce^rsKi a,  ]o [at- rtocV company,  or  — nritUccj  ** 

s.  Addr*. ^JoEa— AflanR  and --P-1el.-A.ta. Jidtanmiii.  ti»  . . ; 

(Tbs  edi-ren  must  bs  ttiM  of  (be  prUtctp*!  place  o!  buslmt.  a Ire  '-am#  and  atunbas/’^S#  or  town,"  sal  ■•fcluni") 

3.  Inoorporated  or  organised  la  Stale  of  — Florida Mouth  Mflrnh Day  Q Ten-  1 C»4p. 

4.  Was  a 1948  capital -e  to  jk  tax  return  filed?  ..YflS  Name  under  which  filed.  (If  different,,  attach  statement  explaining  folly.)... 

... 1 ....... -Same. (District  _XL£u, > 

6.  Wm  an  income-tax  re  lure  filed  for  the  last  In  oo  roe-tax  year  ended  prior  to  July  1, 1943?  Ywfl  Name  under  which  filed 
|_ - ^Sama - ... (District ) 

6.  Nature  qf  business  in  detail Shlpbn  11  ri  -i  ng 

7.  Name  of  parent  oompimy,  if  any— Hoil^ _ (District j 

5.  Name  of  subsidiary,  IT  any ......Nona. — Number  of  share*  held  " 1 

(Uttorttlua  one,  attach  list  sod  ttats  muster  of  stuns bsU  by  psssnt;  also  districts  wtxn  fllsd) 

(District  ) 


OMXABED  VALUE  OF  ENTIRE  CAPITAL  STOCK i 1 0 . Dim  non  Of I 

(Tto  mm  imrnmi  .mm  m ...  «,M1W.  » mm  m m IM  In  mm,  nJm 


o C'5SgJ^n“'lmt>t  tlom  to“m»  tM  uudsr  soetton  101,  Interns!  Rsusnue  Cwto,  Furnish  inlonnstion  rsqulr*!  by 

□ lusursnoe  oomjisny  subjeot  to  tai  under  section  201,  2M,  or  207,  Internal  Revenue  Cods,  State  which  ssstiou 

D Corporation  net  doing  business.  Furnish  information  required  by  instruction  6, 


■ Comp  ttation  or  Tax 


11.  Declared  value  (must  be  identical  figure  entered  in  item  0) 

13.  Tax  at  rate  of  $1.26  for  each  full  81,000  In  item  9 

18.  Pcaialty  of  — ...  peroent  for  delinquency  in  flung  return. 

14.  Interest  at  6 percent  per  annum  loginning  Aug.  1,  1943.., 
18.  Total  tax,  penalty,  and  interest 
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1944  RETURN 

OF 

CAPITAL-STOCK  TAX 

F«  Year  Ended  ftsae  tO,  1914 

DOMESTIC  AND  FOREIGN  CORPORATIONS 

(Chapter  «,  Id  term]  fUnntte  God*,  u ancrKtat) 

Tl»l»  rrtam  moat  be  filed,  la  triplicate,  and  received 
villi  remittance  by  the  Collector  on  w before  July  31, 
1M4,  (8m  instruction  1f  page  8.) 


C<\ 


mp«4  efcm  by 

Ibfcrle*  u»4  io£» 


r ‘ 


, N»n,c .S.t.j....iT.o.luas ...aiy.er..Sliijjb«iil41ag...C-QinEflay. 

(Prim  luuaa  of  oofporaUoo,  jolnt-«t«i  ccmptiny,  of  MMclaiion) 

. Add™. fie.cn.es.. Adm9...atrA9*...ftfl«!..Jls.f...AT9A».e,„..7ao.totto.YlliiJ...FYoridft 

(Btrett  and  numcnr,  eRy  uid  8ute,  of  jclncIpalpliM*  of  hiulnets.  if  domcHIc  corporation,  orcfU.  B. office,  if  fwalfn  corporation) 

. Incorporated  or  organiied  In  . Month  Day Year 

(BUlf  of  eounlry) 

. Was  a 1#48  capital-stock  tax  return  filed?  ...X?.®  Name  under  whioh  filed.  (1/  different,  attach  st.itc.mmt  explaining  fully) 

Sama .L <Di«ri«  Florida ) 

. Was  an  income-tax  return  filed  for  the  last  inoome-tax  year  ended  prior  to  July  1,  1944?  ..Yj&fi. Name  under  which  filed 

.&«?.<• (District  ..FlOXldfi ) 

. Naturo  of  business  in  detail 

, Name  of  parent  company,  If  any 2foA8 (District 5 

Name  of  subsidiary,  If  any N.9.U.®. Number  of  shares  held 

(If  more  thua  ono,  attach  lift  ud  *t*U  number  cl  jharw  held  by  pnraat;  aUo  dim  iota  whore  fllet) 


* DECLARATION  OF  VALUE  AND  COMPUTATION  OF  TAX 

(A  «W  finite  uf  ■aq—HfUd  eefae  BM  be  flee  la  reef  In  eeerjr  roe#  nfArflOB  of  wbotber  exemption  la  rUlmd.  Sen  iHtmrUuM  1 ud  D 


Domes  tie  Corporation:  Declared  valuo  of  capital  stock 1 

Foreign  Cwjwrailon:  Declared  value  af  capital  employed  In  the  transaction  of  its  f * 7-r500>.GQflo0Q. r- 

business  in  the  United  States I 


9 Tax  at  rate  of  11,25  for  each  full  31,000  of  tho  value  declared  above... 


...?..  ...3.7.5  LQQ 


Penalty  of  percent  for  dellnqueucy  in  filing  return 

Intorost  at  9 percent  per  annum  beginning  Aug.  1,  1944 

Total  tax.  penalty,  and  interest. 


10.  EXEMPTIONS, — The  law  provides  for  exemption  from  the  tax  only  on  the  grounds  indicated  below.  Corporations  claiming 
exemption  must  (1)  declare  a value  under  item  9,  (2)  check  tho  appropriate  block  under  item  10  showing  the  basis  of  the 
claim,  and  (3)  submit  with  tho  return  a full  statement  of  the  evidenoe  specified  under  the  block  checked. 

□ Corporation  exempt  from  income  tax  under  Bectlon  101,  Internal  Revenue  Code.  Furnish  Information  required  by 

instruction  4. 

□ Insurance  company  subject  to  tax  under  section  201,  204,  or  207,  Internal  Rcvonuo  Code.  State  which  section 

□'Corporation  not  doing  business.  Furnish  Information  required  by  instruction  6. 


Wo,  tho  undersigned  ..  Iam.«a..C.,..HIer.riJ.X ir.esi.deat 

(Pilot  plainly  name  of  praldaat,  tIo«  president,  or_olb*r  principal  offloer}*  (Title)  - 

and  ,I5flEl...I2.A...Pftfl©.. .SXfi&iiLUXfiX of  tho  corporation  for  which  this 

(Print  plainly  Sam*  of  treasons,  m latent  irnniuw,  or  ohlel  icoounting  offlesr)  (Title) 

return  is  made,  being  severally  duly  sworn,  each  for  himself  deposes  and  saya  that  this  return,  Including  any  accompanying  sched- 
ule* and  statements,  has  been  examined  by  him  and  Is,  to  the  best  of  his  knowledge  and  belief,  a true  and  complete  return  made 
In  good  faith,  for  the  taxable  year  stated,  pursuant  to  Chapter  fl,  Internal  Revenue  Code,  as  amended. 


Bworo  to  and  subscribed  before  me  this 


. day  of .. J.Uly , I0..AA 


(ftlcnatore  of  oDoer  administering  oath) 


— ■■■■  1 Praglflftnti  * 

COKTOJUTE  (8lgnatui»)  (Tula) 

SEAL 

«E=KT 

■A  dniy  wthorUad  agent  may  aiocoU  tbs  raltwil  of  a foreign  «* portion.  8m,  Iw*roe&ba  *, 
Paox  I 

A *-  a - — -ii.il,  „ 
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# 1945  RETURN  # 

o? 

CAPITAL-STOCK  TAX 

fcr  Yen  Bailed  Jaae  SO,  IMS 

DOMESTIC  AND  FOREIGN  CORPORATIONS 

*CbapC*r*,I*«c»*l  Rtr«**CV)<KM*iMa<Ud) 

TUa  r*i*ra  nest  be  tied,  la  trifSkaie,  n»d  received  ... 

ert™  SttSe*  Hr  »*•  Cellecter  « « **«*«  W *1.  %ES&' 

1M5,  (Sec  laeimcUe*  7,  *•«•  *•) 


, Kam.  STa  Jf  Tina  RTTBR  aHmmmgHa-COMEANT. 

*•  ^ (Prior  «*<»ol«ria7*t».  W-rtoto*  «WW.« 


»■  Xnoorporatod  or  orfanin  sd  In lln*yfc__._ M..tb ....  »r-*- 

4.  W«  . 1.44 «ptul-tocyk Ux return tt*U -I*B  Nan*  motor -htohUtod.  (If. dUWt,^ 

A.  w«  ret  m.  «w'iS  ti  ta*  tooe»««  *«*  «ntod  pric  to  July  1,  10451 JIAJL-.  N«-  m*W  trktoh  «tod 

.ZL.._-S«im. — __________ T <Dfa4rfrt — ’ 

#.  Nature  o » burinre,  to  retail Shipbuilding. ^/--r ) 

T N“”  * <""*  «”*“*  * “J  SS??- SET tea l£ZZ'""“_ 


(Dtatrict 


UTATION  OF  TAX 

MUlat  b dstwd.  Bs*  Bmk  rrtma iltrft  W *> 


1 3^000*000^00 


Deneatte  Cerfen.feat  DaoUrsd  value  of  oapiUl  ttook  ,Y?\ 


Tu  6t  rate  of  11.9-1  for  each  full  »1,000  of  the  value  declared^** 

P*n*Hy  of pet'oent  for  delinquency  in  Wing  return.^/. - 

Interact  at  6 pewent  per  annum  beginning  Aug.  1,  194 K- 

Total  tax,  penalty,  arid  Interest — ... - — 

Jtions... TP  1 law  Drtrrlto.  tor  UMiupUon  Irma  tb.  lax  only  on  the  around.  Indtatod  b«low.  CorporntloMololmto* 

!?.,T  .„!  m inbuilt  with  U»  return  a fun  atatomont  o I th«  .yltonw  -paclflixl  mto  lb.  btoat  ebaak«!. 

^TSoratton  .rempt  front  tooom.  to.  untor  artto.  101,  Iatore-1  Rewna.  Cod..  Puntob  infotrextioo  required  by 

Q 1 J&Tl^ J^ubjwt  totaxundrr -utlon  301 , 304,  or  OT,  Inland  Itoyoou.Coito.  Btat.  wbtoli  «to 

□ Corporation  tot  doln*  biutatoa.  Purntoh  Information  required  by  taatruotlon  8,  P*»»  »• 
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0002-4 


Perm  1110 
Tawny 

kkmllmHMN 


UNITED  STATES  . . TL 

CORPORATION  INCOME  AND  DECLARED  VALUE  EXCESS-PROFITS  TAX  RETURN  1 v\L 
For  Calendar  Year  1942 

a fagj  jtti  kggg 1942, rtetbt  W3  | 

rmiWT  PLAINLY  COW'OflUTiOrfB  HAMS  AND  ADD  MUM 


St.  J ohn  B..RJ.  ver  Sbipbuildl n&_ Cqrapjfiy. 

""  Ota m> 

..ZlarlilA..Ai!iaa9...«fljLAAMW..atMi!.t. 

.P“.T.?A Jls.flA*..,...  I 

fessU-  ' 1 

| 

or . a. M&ri_t,i™e.Comml  ss  i 

m (tam  btata  N>  .. 

NORMAL-TAX  NET  INCOME  COMPUTATION 


CM.  On4  I*.  O. 


GROM  INCOME 

...  #... 


t Mtrw.  Mwlfa , 

1.  Gw*  xAe<  (where  loTeDtorla*  are 
u InooreK-dttAruilalag  factor) 

3.  Lew:  Cort  of  good*  eold,  (From  Schedule  A). 

I.  Oro**  proht  fro m cole* _ „ 

4.  Qidm  receipt*  (where  la*cotorie*  are  aot  ao  Inronca^leteimlT.inc  fat  tor). 

4.  Lceo  Cutt  o'  operation*  (From  Scbodule  D) 

0.  Oro**  prod:  where  loventorio*  are  aot  an  lnoooo-de.«rit.ln:r>g  (actor.. 

7.  future*!  on  loan*,  note*,  mortgage*,  boada,  bank  depialu,  oto. 


8.  Intermit  ou'ootjxuatlon  bo  tide,  etc .....  I.. 8. 

C.  '(•)  Ittwjw  «ii  Uolud  tn»u«  nMsp  Vol»  tod  Treuary  t>*rxU  ewwd  la  «aw»  I 

o(UMprtadp»lt«aonJHc<liaooi«ioMr<C»lctS*Jtli  1, 1W1.  iTnm 

M.  U*  14(c)  (J)  (HI)) . _ I 

(*)  tul»r*.  (it  Treeur  aslai  Imui*  o=  or  «/hr  D«e*nb«f  5,  IIS.  tad  obUfjilaoj 
lwu}J  caor  tfw  Much  I,  IMi,  Lr  th«  U oiled  Iiwiaui  tttnrj  or  Iroou- 

<Ma^u)ir lejUBOMCedaW „ 

10.  Rant* , ................ 

11  RoyaltW* ..... 

13.  (o)  Net  gam  Crum  wde  or  exchange  of  capital  toe  eta.  (From  Schedule  Ct. I 

(4)  Nw.  onla  (orloe*)  frorne«Jec»  c.i--hante  of  property  other  than  oc.plta)  ae*et*  (From Schedule  D)  I 

II  IXrtdeori*.  (From  Schedule  Ej ........ _ 

14.  Other  la pj me  (fltet*  nature) 

15.  Total  i room*  In  lt*tr*  8,  and  fl  to  14,  bteluriv* ^TTAWEB. 

DEDUCTIONS  , 

19.  CompenaeUon  of  officer*.  (From  Schedule  F) ».... 

17.  Balance  *ad  wagw  (not  deducted  eloewhere) . 

18.  Heat  

18.  Re.-ulf* _ : 

30.  Had  deN*.  (From  Schedule  C) 

31.  l.itert-ii 

32.  Tfc'*e.  ;PMn»  Schedule  11)  (Deduct  declared  value  cxooac  profit*  tax  a*  Item  84) 

33.  Contribution*  or  gift*  paid.  (From  Schedule  1) 

24.  1 ■-  W-U  by  flrv.  •tortn,  ehipwreek.  or  other  c.vunlty,  or  theft.  (Subui.t  ached. Je) .} 

35.  DiprecUtioii.  (From  Schedule  J) . „ 

38.  Do;, lotion  of  mloeo  oil  and  gae  well*.  timber,  etc.  (Submit  schedule) 

tt.  Net  oparatln*  Itas  deduction.  (Submit  etetemeat).., .. 

SA  AmurtlitaM-rn  of  emergency  taclUUea  (Submit  *ofcedul«;._ 

39  Other  deduction*  *ulhori*ed  by  law.  (From  Sehoduk  K> „ 

30.  Total  deduction*  In  Iteion  18  to  20.  inclusive. 


lued  prior  to  March  l.  1841  (From 


Leo*  atuorticable  bond  prcaui 


tt*j:  Declared  raliw  *to*ue  prolt*  tat 


88.  la*:  Interert  on  aertaiu  obligation*  of  (he  United  Slate*  and  It*  IrwtruiDcoiaPties  Itaord  prior  to  March  1.  1MI.  (Eoter 

totAl  of  Una*  9 (o)  and  52) 

87.  A4Ju«t«J  net  ui'-mm 

SS.  La**:  IticoaM  tub)ncf  to  etot**  proflu  tax  

P).  Dividend*  rcrrel'od  wed  t (8A  pernent  of  oolumn  3,  Bchedal*  E,  but  not  la  exjca  of  86 

percent  of  Item  87  mir.ua  Item  88,  above) 

40.  Normal- tnx  oet  Snoome 


TOTAL  INCOME  AND  DECLARED  VALUE  EXCF59-PROFIT3  TAXES  

41.  TobU  Inaoen*  tax  (line  28  or  M,  pa«*  3,  whlchover  t*  applloabVe) ......... — 8.  . 

48.  !«*:  Credit  for  Inocmv  tax**  peTd  to  a fureiaa  country  or  United  Statco  poa*e«ioo  allowrd 

c domertlo  eorpotatkm.  ... — 

48.  IhUanoe  of  income  laa 


, .Hoae. 


. Koaa 


♦4.  Total  deeUrert  value  c-xcen-peoCte  tax  0>ne  8.  jv^te  2) 

48  Toad  broooM  and  deeWred  value  sisea>4>roht«  ta.ee*  due 

AFFIDAVI  T.  (T«e  lortnietlen  E)  , 

t?a,  u*>  uodeielgued,  preatck-iil  (or  vice  preiirient,  or  other  unuclpel  officer)  and  in.a»urer  (or  Mtittaci  troaxurer.  or  chief  amounting  omver/  of  m* 
corporation  for  which  thl*  return  I*  roads,  twins  eeverally  duly  »woni,  oaoh  for  hltwlf  depone*  and  nay*  that  this  return  (Including  xny  *00031  panyug 
•nhvd'.de:’  end  otetemeett)  boa  been  a'tamlned  by  him  and  to,  to  lie  be*t  of  hi*  knowledge  and  belief,  a true,  out  reel,  and  complete  return,  maJe  I9  *ood  faith, 
lot  th*  trxidilt  year  rtated,  purwuant  to  the  Internal  Revocus  Code  ami  tb*  r^ttknNn*  itued  Owreuadw. 


BobeiTibad  end  mm  to  before  n 


S"WAll  


, uj,  day  of  Septambar  m_3  

7 ^ ' irrabn.eawpeufjvta)  |9»«tw 

.......JC.maiArs.r_ 


AFFIDAVIT.  <3ee  Inrtruetlon  E)  . . 

J/we  nteor  (or  affirm)  that  I/ve  prepared  thl*  rrtnra  for  the  per*oo  n^rax)  Sereie  and  the',  tbf  retura  (ItcltKllng  any  aowapn*w*ai  at 

*Ul I*  a tot**,  ecrreit,  and  «oap4*te  MaUaeot  of  Ml  th*  inforuwAloo  .-Mpeotlng  the  tax  UuhUlty  of  the  pweoo  fer  wfccaa  thl*  r*tw>  kne  b*wt  ^npamd. 
id  toUth  ly  w*  have  *ay  kaoirl*d«>. 

d rwern  to  btfore  m*  till day  of  ...Sf-lEY  SBS.SXL-,  IMjS 
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556  SHIPYARD  PROFITS 


DECLARED  VALUE  EXCESS-PROFITS  TAX  COMPUTATION. 


1.  Net  inoome  for  declare;!  value  exoene-profita  Ur  oomputation  (Item  31,  page  I)... 

2,  *tot*  u declsi  iflla  rwlM»nll«l  itoci  m muni  for  tbrynxi  reded 
la  UtUiodecid 


•t  July  XI.  IMJ>_'. 

S 10  percent  oMine  2.._ 

4.  Dividends  reeeivod  w it  (85  percent  of  column  2.  Schedule  E 
bu  t not  ia  excess  of  85  perceatof  iUu3?  minus  item 38,  page  l)„ 

6.  Balance  subject  to  dodired  value  exccae-proGts  tax  (line  I minus  total  of  line*  3 and  *i 

8.  Amount  Unable  at  8.6  |*roent  (5  percent  of  line  2,  but  not  more  than  line  5);  and  tat 

1.  Balance  Unable  at  13.2  percent  (line  5 minus  lino  6,  column  1);  and  tat 

A T°U1  dectared  v.Iue  exoese-profite  Ux  (total  of  line  6,  column  3,  and  line  7,  col.m,,. 


Cohimc  1 

* None 

.... 

INCOME  TAX  COMPUTATION.  <«W  Computation  Instruction.) 

NO* MU.  TAX  COMMIT  ATI  ON 

settsne  (otrounoK  *r»  jmiuptu  *rr  hkomb  not  om  ua . 

0.  Normol-ta*  net  Inoome  (item  40,  page  1) 

10.  Portion  of  line  9 (not  fo  exeeea  of  *5.000);  and  tat  at  15  percent 

1 1.  Portion  of  line  9 (in  execN  of  *5.000  and  not  in  ex ccm  of  *20,000) ; and  Ut  at  17  percent 

12.  Portion  of  line  9 (ic  erect*  of  $20,000  cod  not  id  excess  of  *2S,000);  ecd  lot  at  I9pcreoi.t 

13.  Portion  of  line  0 (In  etc- as  of  *25.000;;  and  Ut  at  31  percent 

Total  normal  tat  (total  tsx  in  column  3 of  lines  (Q.  n.  12  a,y(  (3) 


ewttsTK  entfouTwes  m 
imon  n 


'}  tsaiM  aho  fmocii  coirounom  ukaceo  a tuutu 


.PiMAL-TJf  RET  I*. ....  vu.rum.inHn  urv 

® f*I  i KTtn  state  ntem tut  or  amount  or  noimal-ui  net  ukomi 

16.  Normal- tax- met  Inoome  (item  40.  psgo  lj 

18.  Normal  tax'  (24  percent  >f  line  15) 


SU1TAI  COMFUTATlON 


17.  Net  income  (item  36,  pate  I) 

18.  lass:  Inoomo  subjc.l  lo  excess  profit*  Ut 

16.  rd*4-4jj«X.,.l...dlt  (A.t^raai  olcoluinaX.Se 


20;  pftUsads  paid  e sea 

21.  Buriat  net  income... 


td  on  pralwred  R< 

«ol  U Um  IT  minus  ab| 

is  pnferrel  Hook  Utaipayw  Is.  public  oAUlty.  ! 


. None 


10  RfO  RATIONS  WITH  SURTAX  NET  INCOMES  NOT  OVU  BA.WS 

22.  Portion  of  ifne  21  (not  in  excess  of  *25,000) ; and  tar  at  10  peroent  (or  12  percent  in  the  ei 

of  a consolidated  return) _* 

23.  Portion  of  line  21  (in  exense  of  *25,000  and  not  in  einyw  of  Jsb.OOOi ; ond  tar'at  22  perc< 

(or  24  percent  in  the  ease  of  a consolidated  return)..  

24.  Total  aurtax  In  column  3 of  linrs  22  and  23 


..Nans 


CORTORATTONS  WITH  5UITAX  NET  INCOMES  OF  OVER  tSMM 


Ncuie 


25.  Surtax  net  inoome  (line  11  above) 

| * 1 

26.  Surtax  (18  peroeot  of  lln-  25)  (or  in  the  ca 

sc  of  a consolidated  return.  18  perront  nf  tho  eoneolldatcd  surtax  net  income) 

I*%  1 * 

i 

27  Tot*<  normal  and  surtax  (line  14  o 

r 16,  plus  line  24  or  20,  whichever  is  applicable).  . 

•* t: 

Tota<  Ut  (line  27  or  line  33,  Schedule  CV 


28.  Adjusted  net  income  (item  27,  page  I,  but  computed  without  regard 
30.  Add:  Net  operating  loea  deduction  (item  27,  page  1).. 


TAX  CMAfmtTON  FOR  RECULATEII  INVESTMENT  COMPANIES 

47  (nj.. 


i Total  of  lima  20  and  30 : S .. 

32.  Leee:  Exoeea  of  net  ong-tenn  capital  gain  over  ehort-tenn  capital  loee.  CFron  Scbwlult  C)..l 

33.  Adjusted  net  inoome  (a/lnr  applying  eeclion  382  (6)  (I)) 

34.  beta:  Boaic  surtax  credit  (excluding  capital  gain  dividends)  computed  without  regard  | 

to  paragraphs  (2)  and  (3)  of  soctioD  27  (b).  (Submit  schedule)... 

35  (tupplemant'Q  net  inoome 

38  Normal  tax  (94  percent  >4  line  35)....  v . . 

37  Net  Inoome  (item  36.  pige  1.  but  computed  without  regard  t«  section  <7  («•)» j • 

38  Add:  Net  operating  low  deduction  (item  27.  page  1 1 

39.  Total  of  lime  37  and  38 

40.  Lean  Eicon  of  net  'ong-tenn  capital  gain  over  ehort-cerro  capital  Ioaa.  (Ftoh  aomoIi  Ci .[ 

41  Net  inoome  (after  applying  section  882  (6)  (2))- 

42.  Less:  dividends  (other  than  capital  gain  dividends)  paid  including  eonaent  dividends  | 

credit.  (Submit  schedule) 

48  Supplement^  surtax  nei  inoome... . 

44.  Surtax  (18  peroeot  of  liuj  43) 

45.  Net  long-term  aapiui  gw  a.  (From  Schedule  C)  .... 

48.  Lees  Net  short-tern  capital  loos  (From  Schedule  C] 

<7.  Capital  gain  -’tvidenda  paid  (Submit  schedule) 

48  K tone*  subject  to  tax 

46.  Tax  (25  percent  of  line  43l  

50.  Total  tax  In  line*  36.  4 


ir.d  48 


In ren lory  at  banning  of  year 

Material  or  metohondiae  bought  for  manufacture 


Salaries  and  wipa 

Other  coats  per  books.  (Attach  Itemised  schedule! 

Total. | 

Less:  Inventory  at  and  of  year 

Ccet  of  goods  sold  (enter  as  Item  2.  page  l ' 

odetoC  [F  ro.  I1»J  .Muki  I*  won 


r.~4>storsa  Re 


•I  os  Item  6.  pago  I). 


A »dth  sodu*  p«mx 


t.  p*sraiJiA|w  i*  I naorty 

A.  C«SI  or  (lUm  1Ud  j 

COS*,  nr  IngV  1 iOVV  | - of 

■fcnisvBS'  j,  ,ii st'iSi, 

■isSssSSr 

. T 

1 ; 

r^j  t 1 

3 

i • 

Total  net  gale  (or  (Fe*«u  sg  ite  n >:  ;r.).  ;..xg  •* 



— ■ 

A 

.assiar 


SiiF^lAt»X)l«i  lnfwrrnjt>«>t  paiuIfmI  for  SehrJuU  . 
oa  Itacc  t primer  npscsvl  Is  0cfc:>4nls  S:  (I)  Iso*  iwguny  wi 

k extor-4-  (d  perstew  ms  dUvdr « tsdtnsWF  tt»r  - 
dWpsrocSla  nkae!  F«B  sspnal stack  xrxs  swum!  d!™aly  z 


u!u;<nGi  It  Tsins *«t  miT aexeiirfuvi  * 
■ iidJMrt,-  by  « tor  tbsasiu*  Ultra zu  «r 
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Schedule  F. — COMPENSATION  OF  OFFICERS 


'■  Cheek  whether  deduction  claimed  represent*  worthies*  debt*  charged  off  □,  or  la  as  addition  to  * reserve  Q, 

2 ^"il  oocnritioa  which  arc  capital  &wi«  and  which  became  worthier*  within  the  taxable  year.  Such  securities  which  became  worthless  willum 

the  year  should  be  reporter!  to  Schedule  C. 


QUESTIONS 

1.  Date  of  incorporation  liflrOh.  9.  19AP 

8.  Stat©  or  country  ...  . .f. 1.0  tl  .5# «** 

a.  auto  collector's  offloe  where  ihr.  corporation's  return  lor  the  preceding  cla 

year  ««i  mod Ja  ck  son  villa Florid* w ,B  lh. 

4.  The  corporation’*  I look*  are  In  care  of  ...lu:!  Page •••' 

treasurer  m dm  t 


Treasurer 

Located  ai ....  Jt.oJceoa?riY«+..i!iorid«. *L . 

5.  NumlxT  of  places  of  buxlneea  ..  ..DAO  . _ 

6.  Did  Ibe  corporation  during  the  taxable  year  have'  aiiylpovem WM.t  con i 

tracln  or  subcontract*?  (Aaf  war  "yes"  or  “no")  ...Tflfl.  If  answer 
. *I>pr'»iimate  aggregate  groae  dollar  amount  billed 

during  the.taxable  year  under  all  rueb  oootraeta  awl/or  aubouiitrecte. 
(See  luxtructlon  G— (3).)  «34.f.»£iCL.Q0.....  ! 

7.  I#  the  corporation  a pereonal  holding  company within  the  meaning  of 

aection  601  of  the  Internal  Revenue  Coda?  ..  _ fll  art  an  arid  I. 

tional  return  on  Form  1 120  H must  b«  filed.)  ' 

8.  Iathl*a«OMplldatodr*turDT.,.H0....  (If  #o,  procure  from  the  oolleclor 

■ h Sh®2!ll  70VT  <Urtrirt  Afflllalion*  Schedula, 

"Noh  be  filled  In,  aworn  to,  and  filed  aa  a part  of  thlx  return.) 

9 " return;  (a)  did  you  own  at  any  time  during 


»toek  wm  acquired;  and  (4>  the  collector'*  office  in  which  the  Income 
tax  return  of  «uch  corporation,  Individual,  partnership,  tmet,  or  easo- 
clatlon  for  tho  last  taxable  year  was  filed.) 
to  la  ihta  return  made  on  the  baaia  of  oaah  recolpla  and  disbursement*? 

If  not,  describe  fully  in  so para  to  state  moot, 

II  DM  the  corporation  at  any  lime  after  October  3,  1943,  and  before  the 
end  of  ita  taxable  year  have  in  ita  employ  more  than  tight  individuals? 
(Anawer  "yea"  of  “no”!  ..Ifla.  If  answer  Li  tfiecor- 

poralion  in  this  return  taken  a deduct  ion  lor  any  amount  of  wugt* 
or  aaianea  repnmeuling  an  Incroaao  or  deemaee  in  rale  after  October 

3,  1042?  (Answer  "yea"  or  “np")  T.ttfl  If  answer'  to  itaconri, 

nuBition  I*  vie.  attach  itatcnicnl  aiplalning  all  such  Increase*  or 
doerreana.  If  any  of  such  increase*  or  dccrcaaoi  required  th.  prior 
approval  of  lit*  National  War  Ul*>r. Board  or  the  Coinmlaejonor  of 
internal  Revenue  a a ataled  In  liuttruction  18.  attach  also  a oopy  of 
the  aaltroriiation  for  each  of  auoh  IncruaaM  or  decreaere. 

12.  State  whether  tho  Invenlorion  at  the  beginning  and  end  of  the  taxable 
yea*  were  mixed  at  coot,  or  ooet  or  market,  whlchovor  Ls  lower 
APPiiSjQiA®.  If  other  heeia  U used,  explain  fully  hi 
asperate  *tat«m«iVfff»iug  date  Inventory  was  last  reooneiled  with, 
atook. 


tha  taxable  year  60  percent  or  more  of  the  voting  atoek  of  another  I ,3-  Dld  lha.  oerporetion  make  a return  of  Information  on  Forma  1 
wporation  either  domestic  or  foreign?  ....jfo..;  or  fM  did  ar.v  w.  I S0»  for  the  calendar  rear  1042  (see  Inatmction  fWnif  Y 


* Aoo'rusi  Basis — faaasl  Iqoou«  Aooruad 

93486—46 36 


cor-  t,lft  year  1942  (see  Inatruotlon  O-(l))?  ...T*® 

time  H.  trid  the  corporation  at  any  time  during  the  taxable  y«r  own  directly  or 
,oc k?  indirectly  any  stock  of  a foreign  corporation?  (Answer  “yee"  or 

& iSiArf  “™  " “Uoi “ ****  br 

i«d  on  Basis  of  Ships  Launohed  and  DollraraJ' 
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SchaduJe  I..— RALANCF.  SHEETS. 


Afc’P.Tfl 


\ 

a.  Notaa  and  MOo.tf.ti  TMSlvab'r 

lw  R eaerva  for  bad  d«  ht*  

1 Isvaotorta  (ItemUe  lo  *«por  ilo  ael*'d«ll. 

4.  Invarlncou  in  government#1  c hl.n**/ 

U)  0bo»'i< J* rrrvjxr 

rt  tSt-Jifc  « •»«*>  *»•  J*  ®l  T t*'&U  1 

« TrJilnl'  MtMtMuiii  'o'*  oft  ' r uViml*. 
tl*v  of  .»•  V-  mwd  #l«< » M " _ 


8.  Other  biTWlmanta  (iUmiae) 

ft  OafrfteJ  easMa 

DepreeUK-e  uM  OinBlM  In  aehadul.). 

Um:  Rmrra  for  depreoUtioo...  _ 

O)  - 

Lm«:  Haem — fc>  depletion - 

W 


7 Other  Meet.  (liemliel- 

.. a 

8.  Tot»i  Aaaam  ■•••• 

UAD1UTID3 

ft  AoooudU  ^*r*t*w. — 

10.  Rood*.  notae,  fend  monger*  P*T»hl* 

(a)  With  erigiitaJ  maturity  of 

(8)  Wtlh  original  maturity  ol  l year 

1 1 Accrued  totpscaM  Jtamleel  

13  Other  UebUPtoa  (tumiae) 

13.  Rawpiui  reaervw  0t^“  > • a-parata  ^rhadule!. 

14.  Capitol  «tock: 

(•)  preferred  ■* oelL.-— — 

(3)  Common  atoelf—..- — 

18  PakWn  or  oa^Ul  RapRi*  

16,  Kerned  rorpla*  and  on  dir  dad  proflU_. 

Total  LiA»n.rna* 


jeir  5 (n  iirn!  Uin.ln- 


1.  Total  dUtribui  loo*  to  irto-hboldera  chMfwl  W> 
aamud  crplu*  during  t a taxable  year 

(a)  Coal1 - 

(»  Stoefc  of  the  0Ctr.»T.lla3 . . . 

(<)  Otlsr  properly. 

1 Contribution  (exeat*  o 

Koa)_ 

1 ??<Ur*i  Uom*  end  eirr-iprofiU  ***"•■ 

4.  Uaooox.w.^^fclnadrsaerrdltlflff’hcieotlo 

to  ram  *1  P*«0  * 

8 f«rt*iiJtowpcidoaU*^M«o»»“tbood» 
6.  hau  t rf  eepital  '.cmfi  o-*»  capital  faloa 

7 AddilU  • so  mrplL*  UK,  re*  fU*t  *aperat«-J  \ 

(«,  JHgaAitttlOA  iXDMM 

<»>  -- 4 — 

8 Other  n«*Jto*nbU  dedtK,  4uaa: 


M KgixmClUATTOW  OP-WET  1HCOME  AHP  AHALYSiS  04 


1.WS 


| K Adjusted  net  income  (Item  87,  paft*  1) 

| 15.  Nocteiahle  and  partially  emmp*  laoome . 
(#5  Inlet o»i  c 


CfbUffAtkm*  -toured  on  or  t>*o»a  «?- 

tSSSwr  1,  i»i7;  «U  P0^*1,  »Tln«*  | 

boode;  TfWwrr  notot  Weri  prtor  to 
Deeetn tow  1,  UHO,  ead  Treaeory  blU* 


QP 


ft  jUjurtra*®**  *»1  raw'd*1  OB  (,tom 
10.  Ewudry  dcbibi  to  ow^ed  tusttlu*  (Etatclae) 

<-*>  -4- 

' 


On  tlnRerf  B«wt«  aar'.nca  1 

TrwMurr  bouda owwdln lit*  prinetpo. 
•mount  Of  #6,00®  or  1*«,  VmmiI  prior 

to  Marti)  i,  1W1 — 

QU)  Untied  StAta*  »Tln«  booda  arul 
Treasury  bond*  omad  In  n™  j* 
tb»  principal  amow»*  «#  W.000  taeiwd 
priitTawt  i,  mi-.- — -- -, 

(t)  Obtbp.lon»  ot  io*l«EBMBUUttaa  of  I 

United  8tal«*;  . , , . . 

. 01  OHlaaUon*  c < laitd 

lolnlttoe*  land  banka  and  Fpder*1  I 
Intermediate  credit  bank*  iaaasd  prior 

to  Man*  1,  1041_— , 

(H)  Obliwtlona  laauod  br  <XJ*t  Uatnt- 
nmuSSiUi*  erf  the' U cited  Stataa  prior 


EXCESS  PROFITS  TAX.  (Saa  lnafc  jto!at.o  f»»  F«r«n  IUI), 


(t)  If  oorporaiioo 
S>  U ftc  eaa»  P< 
method  ta  a 


a «Mh  owporatlon  ■»!»  »«• 

e =^s^^sSsteSsSSSf^Sg^^,*SvsrSSSisSS:3ii: 


SefcaduU  W^-JOCCgaS  ITbOyiTS  KCT  tWCPME  OOMPIfTATlOM 


L a—  paaAta  pel  toewna  (fa*  purpoae  of  detennlqtof.irf^ftty  ,or  gg| 
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Schedule  L—Balqnce 

St.  Johns  River  Shipbuilding  Co,  (Jacksonville,  Fla.)  corporation  income  tax 
return  for  fiscal  year  ended  June  30, 1943 

Beginning  of  taxable  year  End  of  taxable  year 


Casl.  .....  $18,  327  85 

Accounts  receivable. 1 391  530, 72 

Miscellaneous  accounts  receivable ’ l[  S12!  34 

Total  assets i?  41^  17$ 

■ ■ LIABILITIES 

Accounts  payable. 414  G95  45 

N otes  payable. " 427’  457.’  80 

6 percent  serial  debentures  payable  not  later 

than  Apr.  1 1944 500, 000. 00 

Trust  account: 

Liability  for  purchase  of  war  bonds  for 

employees 

Less:  Funds  on  deposit  in  Atlantic  National" 

Bank  in  trust  for  this  purpose 


$162, 466. 76 
3,  954,  241.  73 
7, 715. 15 

4, 124, 423.  64 


870, 694.  22 
869, 716.  26 


Accrued  liabilities:  ' 

Salaries  and  wages......... $g,  576. 24 

I axes  (other  than  corporate  income-  tax) 2, 160. 33 

Interest  on  bank  loans 572. 80 

Interest  on  6 percent  serial  debentures.-  7 101  36 

Insurance  premiums ....  ■ 18  000"  00 

Rent..— _ 

Capital  stock — common 

Deficit ' 


$94,  262.  59 
94,  262.  59 


1, 102, 638. 84 
925, 046. 15 
1, 450.  77 
21,  600. 00 
61,  000. 00 
7, 000. 00 


Total  liabilities.. 


1, 411, 176.  91 


St.  Johns  River  Shipbuilding  Co.  Jacksonville,  Fla. 

: Schedule  1 

Gross  income  from  fees  billed  to  U.  S.  Maritime  Commission  • 

Launching — 7 vessels 

- Delivery — 4 vessels 1 IIIIIII 

Total 

Charges  incurred  in  construction  of  shipyard  facilities 
and  vessels  not  reimbursable  as  costs  • i 

Officers’  salaries _____ *40, 999.  70 

Salaries 2,741.84 

Interest  on  bank  loans 13;  ggg 

Interest  ou  6 percent  serial  debentures- 34’  026  75 

Facilities  subcontract  feel  to  Tliompson-Starrett ' 

•Co.,  Inc 000,  00 

Federal  capital  stock  tax  (including  $5,000  for 

preceding  fiscal  period) 17,500.00 

Legal  expense . 11  ono  79 

'Social  security  taxes - ’ 107.' 56 

Ceremonial  launching  expense 7 294  72 

Miscellaneous  expense ~ I_  s'  557  16 

Net  operating  loss  deduction  (see  schedule  No.  2 
attached) ; 45,271.36 


2,  118,  735.76 

600.00 
24,850.  71 

4, 124,  423.  64 


$210,  000.  00 
120,000.00 

330,  000.  00 


Net  Incomel' 


330,  000,  00 
0 


St.  Johns  Riveb  Shipbuilding  Co.  (Jacksonville,  Fla.)  Net  Operating  Loss 
Statement,  Fiscal  Year  Ending  June  30,  1942 

_ . Schedule  2 

Gross  income ^ 

Incul'red  in  construction  of  shipyard  not  reimbursable  "as  0116 

Charges  in  excess  of  amounts  reimbursable : 

Salaries-  *i0>  561.  09 

Social-security  taxes 132,44 
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Changes  incurred  in  construction,  etc. — Continued 

Charges  in  excess  of  amounts  reimbursable — Continued 

Interest  on  bank  loans . S516.  49 

Subcontractors  fee  to  Tkompson-Starrett  Co., 

Inc.,  for  construction  of  shipyard 50, 000.  00 

Charges  not  reimbursable:  Interest  on  6-percent  se- 
rial debentures _ V^36.  $68,  311.  38 

Net  loss :~08^a738 

Net  operating  loss  for  fiscal  year  ending  June  30,  1942 08, 311.  38 

Less  amount  used,  schedule  1 _Z___ 

Amount  used,  schedule  N of  return 23,  040.  02 


St.  Johns  River  Shipbuilding  Co.  (Jacksonville,  Fla.)  Corporation  Income- 
Tax  Return  for  Fiscal  Year  Ended  June  30,  1943 

STATEMENT  WITH  RESPECT  TO  CHANGES  AFTER  OCTOBER  3,  1942,  IN  WAGES  OB  SALARIES 
AS  REQUIRED  BY  QUESTION  11,  PAGE  3,  FORM  1120 

The  taxpayer,  since  October  3,  1942,  has  increased  the  wage  or  salary  rate 
of  numerous  employees.  Such  increases  which  required  the  prior  approval  of 
the  National  War  Labor  Board  or  the  Commissioner  of  Internal  Revenue  have 
had  such  approval,  and  such  increases  which  required  no  prior  approval  of  the 
National  War  Labor  Board  or  the  Commissioner  of  Internal  Revenue  have 
been  made  in  acco  rdance  with  the  terms  of  a salary  agreement  or  salary  rate 
schedule  and  as  a result  of  reasons  or  circumstances  prescribed  in  orders.  nil- 
ings,  or  regulations,  promulgated  under  authority  of  the  act  of  October  2, 
1942.  No  wage  or  salary  decreases  in  contravention  of  the  orders,  rulings,  oi 
regulations,  promulgated  under  authority  of  the  act  of  October  3,  1942,  have 

been  made  by  the  taxpayer  since  October  3, 1942.  . , 

I certify  that,  to  the  best  of  my  knowledge  and  belief,  the  foregoing  is  a true 
and  correct  statement.  I further  certify  that  data  and  information  with  lespect 
to  such  increases  are  available  for  examination  by  authorized  representatives 
of  the  Bureau  of  Internal  Revenue. 

ui  me  « St  Johns  River  Shipbuilding  Co., 

, Treasurer. 


St.  Johns  River  Shipbuilding  Co.  (Jacksonville,  Fla.)  corporation  inoome  tax 
return  for  fiscal  year  ended  June  SO,  19J/8 — Compensation  of  officers 


Name  and  address  of  officer 

Official  title 

Time 
devoted 
to  busi- 
ness 

Percent- 
age of 
corpora- 
tion’s 
common 
stock 
owned 

Reim- 
bursed 
by  U.  S. 
Mari- 
time 
Commis- 
sion 

Not  reim- 
bursable 
by  U.  S. 
Maritime 
Commis- 
sion 

Total 

Leo  J.  Fischer,  Jacksonville, 
Fla. 

James  C.  Merritt,  Jacksonville, 
Fla.  „ , 

Kenneth  A.  Merrill,  Jackson- 
ville, Fla. 

Benjamin  F.  Crowley,  Jack- 
sonville, Fla. 

Earl  D . Pago,  Jacksonville, 
Fla. 

A.  H.  Ainslow,  Jacksonville, 
Fla.  , _ 

D.  J.  O’Mahoney,  Jackson- 
ville, Fla. 

Chairman  of 
hoard. 

President 

Vice  president 

Part 

$12, 000 

$12, 999.85 

$24. 999.  85 

...do 

1634 

4 H 

12,000 

12,000 

12, 999. 85 

3, 000. 00 

24, 999. 85 

15,  000.00 

...do 

m 

12, 000.00 

12, 000.00 

Full  . 

12, 000 

12,000.00 

Assistant  treas- 
urer. 

Secretary  and  gen- 
eral manager. 

6,375 

6, 375.00 

7,000 

7, 000.00 

61,375 

40,999.70 

102. 374. 70 

— 
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Form  2121 
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SHIPYARD  PROFITS 


UNITED  STATES 

CORPORA™  EXCESS  PROFITS  TAX  -RETURN 
For  Calendar  Year  1943 
•rjaalyetr  teginrimg  JTaly  l...,  1943,  and  en&s  las**  ac  , 1944 

PRINT  PLAINLY  CORPORATION'S  NAM*  AND  ADDRESS 

.Is iBiipfcaiiaiAg  OcfapMy  


561 

PUH  1 . 

1943 


PoaiaMt  »«ri»l  ntgfaw  apjerej  m me*  1.  Faro  1 12tf  194 

EXCESS  PROF! TS  TAX  COMPUTATION 


C«»h  Check M.  O. 

Fv»t  pi  /Meat 


" 1.  Excess  profits  net  income  (lino  10,  Schedule  A) ...  J r%  , 

Specific  exemption... . . '5  3 000  S~ 

3-  Excess  profits  credit-baaed  on  toeomo  (lino  40,  Schedulo  B) . ..  I ‘ x 

-4.  Excess  profits  credit-abased  on  invested  capital  {line  41,  Schedule  < / ' x x x x x x x x it 

*.  Unused  excess  profits  credit  adjustment  (attach  schedule) i 

6.  Total  of  items  2 to  5 — "j  ‘ * r | I 

■ 7.  Difference  between  Item  I and  item  6 • j $ | 

8.  Adjusted  excess  profits  not  incomo  (item  7,  column  1,  or  item  7,  column  2,  whichever  u applicable) .7. ~ $ 

9.  M percent  of  item  8 __ 

10.  Net  income  (computed  without  regard  to  the  credit  provided  by  section  26  (c)).(itcm  3.1,  page  1,  Form  1120).. I $... 

11.  '■  Uor.  (a)  Dividends  received  credit  (85  percent  of  total  of  column  2,  Schedule  E,  Form  1120  (excluding  dividends 

received  on  certain  preferred  stock  of  a public  utility),  but  not  in  excess  of  85  per- i 

cent  of  item  10  above)... s ] 

(b)  Dividends  paid  on  certain  preferred  stocks  If  taxpnycr  is  a public  utilifv  (lino  20  1 

page  2,  Form  1120) ■ I 

12.  Surtax  net  income  (oomputed  without  regard  to  tho  Credit  provided  by  section  20  (e» ~ ~ ” ~-r  $~ 

13. '  80  percent  of  item  12 ; 

H'.  Income  tax  under  Chapter  1 (other  than  section  102)  for  tho  tuxnblo  year  (item  41,  pago  1,  Fonn  1120) J 


5,000 

( x x x x XX 


15.  Exccoh  of  Item  13  over  item  14 

1C.  Item’S,  or  item  15,  whichever  is  leaser... 


3 8.  Excess  profits  tax:  ' * * " 7 

{<*)  Item  10  minus  item  17. ! jj ! 

(ft)  If  schedule  ia  filed  under  question  (p),  page  2,  amount  of  tax  as  computed  in  aucii  schedule..!  . " I 

(^■llein  18  (a)  or  item  18  (6),  whichever  is  applicable . ...  ___  --- 

,9e  /««■  income  taxes  paid  to  a foreign  country  or  United  KtiiU-s  |H»s»c.«k.n  allowed  to  a’doin^t.c’ corpora lioa 

(jionion  aot  uaed  hi  computing  item  42,  page  1,  Form  1120)..... 

*20.  Item  18(c)  iniiius  item  19 

121  l-one:  Credit  for  debt  retirement  (item  28,  below) 

22.  Item  20  minus  item  21 

23.  A ^f“l^*u|Jue  10  “I'l'bcalion  of  section  734  (adjustment  In  case  of  imsilion  incotiMutcnt  with  prior  intomo  tax  iuVb-lity) 

24.  Excess  profile  tax  due  litem  22  plii*  item  23.  or  item  22  minus  item  23.  whichever  ii  applicable) 

• ■ ...  POST-WARREFl'NP  OK  EXCESS  PROFITS  TAX  AND  CREDIT^FOR  DEPT  RETIREMENT  __ 

25:  Balance  of  excess  profits  tax  (item  18  (c),  abbvc).... 

.20.  Credit  allowable  undorscctions  780  aud  781  (10  percent  of  item  25)  (but  |D  c««  * b«,  u*®  i»  bankable.  seaRwdft.,  instruct  inn*  J.vr) 

27.  Lesser  of  Amounts  paid  on  indebtedness  <>r  net  reduction  in  indebtedness  under  section  783  (h)  (2)  . lAtnsu  it 


III  luiowlwi*-  in<l  belief.  a live.  correct,  and  confute  return,  made  In  rood  faith,  for  the  taxable  year  eluted,  pur.iuin-.  u.  the  In  “or n oTr"  venu e Code" end’  tl r ‘ 

SuL«rib«i  tod  ««n  to  botono  mo  thi,  JJBlh.  a.,  of  SegtSaabac 1*4-.  ....  J...  J3._  jierri^l, 

(-mi? — 


| S10.AS0 
- Sou*. 

‘610,400 

84 

81.0*«  - 

oe 

SAS*,**! 

r# 

| - *o»® 

96 

-513.4V0  .. 

e*  . 

*■■61,04® 

^&,04a 

-■ABM- 

BB— 

le/  accounting  officer)  tif  the  eorpcralJen  for  which  Ulis  return  r 
i and  etnteroenta)  ha*  been  examined  by  him  and  lx,  Lo  the  beel  ei 
he  Internal  Revenue  Code  and  t).v  regulation*  ioeLcd  thereurulei. 


Subscribed  and  sworn  to  before  rue  this day  of 


WBIjnitUM  of  oiSecr  edtoirikuTlnV  oYt'b/'" 


(t’kaaiiini  of  |ue[VirUic  tho  return) 

tdlgaaiura  of  person  preparing  (he  totufaj 
io-»  (Nun*  affirm  or  employef/ainY)"  " 
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c— utctaa  profits  credit— based  on  invested  capital 


Uwfc  Mtr  lamkJ  1 tW  Batins'**  tb»  TtnUt  Yw 

f U'i*  ■ U 3*'**  C,  li^M  1 1«  U. 

t.  UoMY  pftU  In  far  stefi,  or  M paki-ta  ccphti,  uihi  contribution  to  capital. 

fK) 

*.  Property  paid  in  for  stock,  or  mt  pnld-b  rorjlas,  or  h a contribution  to  aipiUL 

Box 

4.  («)  Aoetusalntod  «&yuto{5»  and  profits _ 

hflt 

lau 

- 

(ft)  Adjusto»at  for  fruiirforar'e  dsAeft  undo.'  Motion  718  (e)  (5) 

. SSsSfi 

1 

<e)  Increase  or  drmm  euhr  secfiloo  7*1  (d)  (1)  on  account  of  btaroorpoato  liquidation... 

Sou 

(J)  Aoeumuk'iad  a*rrto®i  rad  profit*  (item  4 (a))  u adjuuted  by  item  4 (b)  and  (cl ._ 

Rmi 

*.  25  percent  at  mw  e*?*iU  paid  b durta-  n taxable  year  beginning  after  December  Cl,  1IM0 

*.  lnerew»  oa  aoaouot  of  btercc^wnte  liquid*  tlm  under  acetJon  761  (d)  (2)._ 

7.  Deficit  b Mtsiip  and  profits  of  another  oorptHxtfcm  under  Motion  718  (a)  (7) 

8.  Total  of  line*.  1 In  7 

W~ 

Iam:  Pfrtribctloo;  made  prior  to  the  Usable  jjr**r  not  out  of  accumulated  earning*  and  profits. 

rr 

’ 

10*  SEatfningfl  and  pr-o5t*  of  another  oorporttifon  required  to  bo  deducted  by  aeclion  718  (b)  (31 

11.  Decrees©  o»  aooount  of  intewrpo-'atc  liquidation  under  section  761  (dl  (21 

12.  Deficit  In  •aarnfaga  and  proflU  infavwtadcapU*l©f*nothcrcorn<irat!on(roclion718(b)(5)) 

Sou.  1 

18.  Total  of  Sbcs  9 to  18 

,14.  Equity  bvest&l  capital  at  beginning  of  taxable  year  (Inyo  8 minus  lino  13) 

$ 400 

io.._ 

A***-"**  Ad<u»'«n  ».  Kq«i'7  l™*-**#  Coital  Durtn*  ih.  T.ubl.  Y au 
(S*»  l*»»rtl..»hr  fcUA*.  C.  t a,  U, 

17.  Distributions  of  earnings  and  prof.ta  (other  than  earnings  and  profit  of  tlio  taxable  year)  in  slock  of 
the  corporation  (ace  line  24.  Mn»l 

.18.  24  paosot  of  mo  capital  . 

1*.  Ictciaoe  on  account  of  fnleroorporate  liquidation  under  section  761  (d)  (2) 

Seas  ! 

20.  Deficit  b earnings  and  profii*  of  another  corporation  under  section  718  (a)  (7) 

* sea 

21.  Total  additions  in  Unes  16  to  30_ 

a Boas 

23.  Total  of  lines  14  and  31.  

8... 400- 

oo~ 

Arsrs*»  MuxIm  is  t^ulir  limMxl  Capital  During  |S«  TiubU  Yaar 
(Saa  IwCttbai  la.  Sti  «Ms  C , Iom  l li  IZ,  ls.ts.ifv) 

22.  Distribution*  not  out  of  cam  Ilk*  and  proflU  of  the  taxal.ln  year 

8... 

a«i8  .. 

. ISaam  ' 

24.  Stock  diitri  but  ions  from  accumulated  earnings  and  profit*  at  betrir\nin<?  of  year  (see  lino  17.  above! 

25.  Decrease  on  aooount  of  tnteroorporato  liquidation  under  section  701  (d!  (21 

...... 

2*.  Dafioi;  b earning*  and  profits  lnalud&d  in  invented  capital  of  another  corporation  (section  718  (b)(5)) 

Bus 

27.  Total  reduction*  fa  line*  23  to  26 

So*® 

Cm  kfc»A«  hr  Msfat.  C,  East  Jj  ta  41,  kafehs) 

K.  Average  equity  fa-eebd  capital  (line  22  minus  line  27!. . 

! «00. 

ML 

S9.  Average  borrowed  oapiUL  (attach  schedule) 

80.  Average  borrowed  invested  capital  (50  percent  of  Una  20) 

I i„.ea».»«e-l-w~ 

BUAM 

at... 

jt" 

81.  Average  Invested  capital  (line  38  plus  lino  CC) 

82.  Total  irrodmiaeible  asset. n 

i 

s 

— Ban* 

.88.  Total  admlscihlo  and  Inadmissible  assets __ 

84.  Pereentago  tvhlrh  line  32  is  of  line  83_ 

...  Bus  .... 

35.  Reduction  on  account  of  Irradmlseible  aasota  ( peroeot  of  line  3rt 

Bex 

36.  Invested  capital  (lino  31  minus  Une  35) 

87.  Portion  of  lino  36  (not  in  excess  of  85,000,000) ; and  credit  at  8 percent. 

• ts  ■ i t i i as 

8% 

s 41 

K 

38.  Portion  of  lino  8«  (over  $5,000,000,  but  not  over  $10,000,000);  and  credit  at  7 percent. 

1 

83.  Ptofcfat  of  line  84  (over  $10,000,000,  but  not  over  $200,000,000);  and  credit  at  6 percent.... 

1 

40.  Portion  of  lino  36  (over  $200,000,000) ; and  credit  at  4 percent.  

| 

i 

41.  Knees*  profit*  credit— baaed  on  Invested  capital  (total  of  lines  37  to  40)  . 

. 

*.  'i^arir: 
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St  Johns  River  Shipbuilding  Co.  corporation  excess-pro  fit  s-t  ax  return,  fiscal  year 
beginning  Julyl,  1943,  and  ending  July  30, 1944 


Item  and  i istruction  number 

Computation  under 
1942  act 

Computation  under 
1943  act 

$720, 214. 93 

$5, 000. 00 

41,341. 99 

78,230.24  124,572.23 

$720,214.93 

$10, 000. 00 

41,341.99 

78,  230. 24  129,  572. 28 

4.  Excess-profits  credit-  -based  on  invested  capital  (line 

5.  Unused  excess-profits  credit  adjustment  (attacn 

695, 042. 70 

690, 642, 70 

530.078.43 

561. 110. 57 

10.  Net  income  {computed  without  regard  to  the  credit 

683,070.72 

None 

None 

683, 070.72 

None 

None 

11.  Less:  . . , 

(ft)  Dividends  paid  on  certain  preferred  stocks.-- 

683,070.72 

683,070.72 

546, 456. 58 
34, 971. 20 

546,456.58 
36, 971.20 

511,486.38 

509,485.38 

16.  Item  9 or  item  15,  whichever  is  lesser 

17.  Amount  deferred  by  reason  of  application  of  sec.  710.  - 

18.  Excess-profits  tax: 

511,485.38 

None 

509, 485. 38 
None 

511,485. 38 

None 

509,485.38 

None 

(ft)  If  schedule  is  filed  under  question  (g),  p.  2, 

: (c)  Item  18  (a)  or  item  18  (b),  whichever  is 

511,485. 38 

509, 485. 38 

184 

\ 

182 

257, 140. 19 

253,350.65 

21.  Less:  Credit  ior  debt  retirement  (item  28  below) 

510, 490.84 

61,  049. 08 

459, 441. 76 

None 

459,441.76 

[Line  3,  page  2] 

St.  Johns  River  Shipbuilding  Co.  adjustment  to  net  operating  loss  deductions,  fiscal 
yea/r  beginning  July  1943,  and  ending  June  30,  194 1 

50  percent  interest  on  borrowed  capital,  1941 

50  percent  interest  on  borrowed  capital,  1942 ’ 

Total  adjustment- 


27,  771, 40 
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Schedule  Ct 

Computation  of  excess-profits  credit  based  on  invested  capital  and  summary  of 
bank  loans  and  outstanding  debenture  bonds 


Fiscal  yoar 
ended  June  30, 
1012 

Fiscal  year 
ended  June  30, 
1943 

Fiscal  yoar 
ended  June  30, 
1944 

$93, 326. 66 

$344, 766. 61 
676, 264. 15 
665,336.21 

$965, 810. 62 
66, 539. 15 

373, 684.  21 

467,009.87  j 

lr  486, 345. 97 

1,032,349.  77 

233,604.94  ' 
600. 00 

743, 172.98 
600. 00 

616, 174. 89 
600.00 

Equity  invested  capital— 

234,104.94 

743,772.98 

516,774.89 

Excess-profits  credit,  8 percent 

18,728.40 

59,601.84 

41,341.90 

[Page  1] 

St.  Johns  River  Shipbuilding  Co.,  corporation  income  and  declared  value  excess- 
profits  tax  return  for  fiscal  year  beginning  July  1,  1943,  and  ending  June  30, 
19U 


Gross  income  from  fees  billed  to  U.  S.  Maritime  Commission : 

Launching — 41  vessels-. $420,  000.  00 

Delivery — 41  vessels ! 480, 000.  00 


Total 

Charges  Incurred  in  construction  of  shipyard  facilities  and  vessels 


not  reimbursable  as  costs: 

Officers’  salaries $41,  000. 00 

Bonus  expense , 59, 715. 11 

Employees’  salaries 4,  778.  00 

Interest  on  bank  loans 14,  686.  82 

Interest  on  6-percent  serial  debentures 4, 058. 81 

Facilities  subcontract  fee  to  Thompson-Starrett 

Co.,  Inc 2,  000.  00 

Accrued  interest  on  facilities  fee . 10,  200.  00 

Federal  capital-stock  tax . 9,  375.  00 

Legal  expense 11,  735.  .60 

Social-security  taxes- 168.  66 

Ceremonial  launching  expense 21,581.43 

Baseball  expense 139.  00 

Auditing  expense—' 1, 117.  21 

Miscellaneous  expense 13,333.62 

„ Net  operating  loss  deduction  (see  schedule) 23,040.  02 


900, 000.  00 


216,  929. 28 


Net  income. 


683, 070.  72 


[Page  1] 

St.  Johns  River  Shipbuilding  Co.,  net  operating  loss  statement,  fiscal  year  ended 

June  80,  1944 


Net  loss,  fiscal  year  ended  June  30,  1942 $68, 311.  38 

Deduct  amount  used  as  net  operating  loss  deduction  in  return  for 
fiscal  year  ended  June  30,  1943 45,271.36 


Net  loss  carry-over  to  fiscal  year  ended  June  30, 1944— 23,  040. 02 


Approved  For  Release  2003/10/10  : CIA-RDP64B00346R000400060002-4 


Approved  For  Release  2003/10/10  : CIA-RDP64B00346R000400060002-4 


Approved  For  Release  2003/10/10  : CIA-RDP64B00346R000400060002-4 

SHIPYARD  PROFITS  567 


Approved  For  Release  2003/10/10  : CIA-RDP64B00346R000400060002-4 


Approved  For  Release  2003/10/10  : CIA-RDP64B00346R000400060002-4 

568  SHIPYARD  PROFITS 


Approved  For  Release  2003/10/10  : CIA-RDP64B00346R000400060002-4 


Approved  For  Release  2003/10/10  : CIA-RDP64B00346R000400060002-4 

570  SHIPYARD  PROFITS 


[Page.  1] 

St.  Johns  River  Shipbuilding  Co.  corporation  income  and  ZTZdinlZunTsO 
profit  s-tax  return,  fiscal  year  beginning  July  1,  1HS,  and  ending  June  ov, 

im 


Ifiem  and  instruction  No. 

Computation  under 
1942  act 

Computation  under 

1943  act 

37  Adjusted  net  income , 

38  Less:  Income  subject  to  excess-profits  tax • 

39  Dividends  received  credit. - 

40  Normal-tax  net  income.  - 

$683, 070.  72 

$595,  642. 70 

None 

595, 642. 70 

87,428. 02 

$683, 070. 72 

$590, 642. 70 

None 

590, 642. 70 

92,428.02 

[Page  2] 

NORMAL  TAX  COMPUTATION:  DOMESTIC  CORPORATIONS 
WITH  NORMAL  TAX,  NET  INCOMES  OF  OVER  *50,000 

$87, 428. 02 

$92.  428. 02 

16  Normal  tax  (24  percent  of  line  15) 

SURTAX  computation:  corporations  with  surtax 
NEir  INCOMES  OF  OVER  $50,000 

$20,982. 72 

87, 428. 02 

$22, 182. 72 

92,428.02 

13,- 988. 48 

14, 788. 48 

38,971.20 

34,971.20 

Number  of  days  in  each  year, ... 

184 

182 

17, 581. 15 

18, 384. 59 

Portion  of  tax  undei  1942  act,  184/d  bb 

35, 965.  74 

Schedule  F 


a*  jnj,ns  River  Shipbuilding  Co.  corporation  income-tax  return  for  fiscal  peat 
st  ^Zio  Julvl. 1HS  and  ending  June  30,  lOU-Compcnsation  of  officers 


Name  and  address  of  officer 

Official  title 

Time 
devoted 
to  busi- 
ness 

Percent- 
age of  cor- 
poration’s 
common 
stock 
owned 

Reim- 
bursed by 
U.  S.  Mari- 
time 

Commis- 

sion 

Not  reim- 
bursed by 
U.  S.  Mari- 
time 
Commis- 
sion 

Total 

Leo  J.  Fischer,  Jackson- 
ville, Fla. 

James  C.  Merrill,  Jackson- 
ville, Fla. 

Kenneth  A.  Merrill,  Jack- 
sonville, Fla. 

Benjamin  F.:  Crowley, 
Jacksonville,;  Fla. 

T.  W.  Ryan,  Jacksonville, 
Fla. 

Earl  D.  Page,  Jackson- 
ville-, Fla. 

Chairman  of  hoard 

$12, 000.  00 

$12, 999.85 

$24, 999. 85 

...do.- 

18% 

12,  000. 00 

12,999.  85 

24,  999.85 

. do_— 

4H 

12, 000. 00 

3, 000. 00 

15,000.00 

5% 

12,000.00 

12,000.00 

Full— 

5, 428. 57 

5,428.57 

12,000.00 

12, 000. 00 

7, 788. 46 

7, 788. 46 

A.  H.  Ainslow,  Jackson- 
ville, Fla. 

D.  J.  O'  Mahoney,  Jack- 
sonville, Fla, 

Assistant  Ueasurer 

Secretary  and  general 
manager. 

—do— 

12, 000. 00 

12,  000.  00 

67, 788.46 

46, 428.  27 

114,216.73 
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St.  Johns  River  Shipbuilding  Co.  (Jacksonville,  Fla.)  Corporation  Income 
Tax  Return  for  Fiscal  Year  Ended  June  30,  1044 

STATEMENT  WITH  RESPECT  TO  CHANGES  AFTER  OCTOBER  3,  1042,  IN  WAGES  OR  SALARIES 
AS  REQUIRED  BY  QUESTION  11,  PAGE  3,  FORM  1120 

The  taxpayer,  since  October  3,  1942,  has  increased  the  wage  or  salary  rate  of 
numerous  employees.  Such  increase  which  required  the  prior  approval  of  the 
National  War  Labor  Board  or  the  Commissioner  of  Internal  Revenue  have  had 
such  approval  with  the  following  exception  : 

A bonus  plan  was  inaugurated  and  approved  by  the  board  of  directors  and 

vnLo!i0C^h0  di  rS  Jnne  10,  i042'  No  Paymenta  have  been  made,  but  an  amount 
representing  lo  percent  of  .the  net  profits  has  been  accrued  and  deducted  in 
this  tax  return  in  accordance  therewith.  Final  payment  is  awaiting  approval 
Ot  the  salary  stabilization  unit. 

Such  increases  which  required  no  prior  approval  of  the  National  War  Labor 
B?^r<L01'  he  Commissioner  of  Internal  Revenue  have  been  made  in  accordance 
with  the  terms  of  a salary  agreement  or  salary  rate  schedule  and  as  a result 
of  reasons  or  circumstances  prescribed  in  orders,  rulings,  or  regulations  promul- 
gated under  authority  of  the  act  of  October  2,  1042.  No  wage  or  salary  decreases 
in  conti  avention  of  the  orders,  rulings,  or  regulations,  promulgated'  under  au- 

October  3^  1942.aCt  0t  0ctober  2’  1942’  have  boen  made  hy  the  taxpayer  since 

I certify  that,  to  the  best  of  my  knowledge  and  belief,  the  foregoing  is  n 
a?d,  correct  statement.  I further  certify  that  data  and  information  with 
lespect  to  such  increases  are  available  for  examination  by  authorized'  rem-e 
sentatives  of  the  Bureau  of  Internal  Revenue.  r a pie 

St.  Johns  River  Shipbuilding  Co., 

Treasurer. 


Schedule  L — Balance  sheets 

[Page  4] 

St.  Johns  River  Shipbuilding  Co.,  fiscal  year  beginning  July  1,  I9i3  and  endina 

June  80, y 


ASSETS 

Cash.... 

Accounts  receivable 

Miscellaneous  accounts  receivable . 


Total  assets  _ 


LIABILITIES 

Accounts  payable 

Notes  payable 

6 percen  t serial  debentures,  payable  not  later 'than 

Apr.  1,  1944 

Trust  accounts:  Liability  to  employees:" ' 

For  purchase  of  war  bonds 

For  payment  unclaimed  wages 


Deduct:  Funds  on  deposit  in  Atlantic  National 
Bank  in  trust: 

War  bond  trustee  account 

Unclaimed  wages  trustee  account. 


Total.. 


Accrued  liabilities: 

Salaries  and  wages _ 

Taxes  (other  than  corporation  ’incomo tax) 
Income  and  excess  profits  tax. 

Interest  on  bank  loans.. 

Interest  on  debentures 

Insurance 

Rent. 

Bonus  fund. "III"! 


Capital  stock— common. 
Earned  surplus 


Total  liabilities.. 


4, 124, 423.  04 


3,  265, 029. 35 
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QUESTIONS 


..... (6)  State  or  country .... 

(e)  Collector's  offi^hi  which  your  Income  tax  return  lor  the  taxable  year  wu  filed T 

(4)  I*  tbta  o ooasntilatod  returr.T  ....If0 If  bo,  procure  from  the  collector  Form  Ml,  Affiliation*  Schedule,  which  shall  bo  fllled  In,  sworn  to,  and  filed 

» a pacMtftfc*  cowwlidaiod  income  lax  return. 

if.)  in  cooiTJting  tho  «oeae  profits  credit  under  the  invested  capM  method,  do  you  elect  to  include  in  execas  profits  net  Income  intcrart  reoeived  on,  roduoed 
V by  tho  amount  of  amortixahlo  bond  premium  under  eeotion  125  atttibuUbfe  to,  aU  Government  obligations  described  in  section  22(b)  (4)  at  tho  Internal 

'V  Revenue  Code?  (Answer  "you"  or  "ao’’}  —59 , ~ 

W 4i«  ycu  a transferor  or  transferee  upon  an  exchange  as  defined  by  esetkm  700  or  761  of  the  patera al  Ravenna  C odd1?  (Answer  "yet"  or  “do")  — 

<g)*&s3j(l^ta  return  Involve  »n  adjustment  d the  extern  profit*  tax  liability  due  to  the  application  d the  section*  spochlod  in  (1)  below?  (Answm  "jts'1 
v q?  “no") If  answer  in  "yw":  • 

(1)  Check  the  appropriate  Motions  and  submit  schedule*  showing  computation:  710(a)  (4)  721  Ol  726  □;  731  □ : 735(b)  Q;  735(o)  Oj  736(a)  Q 

736(b)  Q (8 ee  General  Instructions  £,  F,  G,  H,  and  I.)  (Enter  amount  cf  excess  profit*  tax  ns  Item  18  (b),  page  1.) 

(2)  From  the  achedulee  cubrnittod  under  (1)  above,  enter  any  tax  adjustment  which  results  from  the  application  d each  of  the  foQowiug  eecUons: 

721,6 ;726,  6. ; 7SI,  • 

(*)  Prom  the  eehedulen  submitted  under  (1)  ai».*e,  enter  any  Income  adjustment  which  reeulte  from  the  eppUoaUea  of  edoh  of  the  folknrtog  BECtJone: 

721,$ : ; 731,1- ; 735(b),*-*. J 7M(c),  *. 

(A)  State  Kraut  d total  ar«  U a*  of  the  end  of  the  taxable  year.  (Prom  Pom  1120,  paps  4,  Una  8,  last  column),  I.1!*"!  ■ * ’ 

(0  Hm  a oonylnioUve  average  bate  period  net  income  under  section  722  been  used  in  computing  the  eueao  profits  credit  used  on  this  return?  

If  tho  Rtatrer  U “vm,"  was  such  oonstructive  average  baw  portod  not  income  finally  determined? Or,  if  not  finally  dclermiuod,  is  It  u*tvl 

pursuant  to  penmsrion  granted  by  the  Commisdonsr? If  tho  answer  to  tho  first  question  la  "yee,"  the  following  questions  should  ba 

tmrv.gr. ' Mid  tl»  required  information  furnished: 

(1)  lathe  suxmnt  of  the  eonslructive  average  here  period  net  Income  so  used  tho  same  an  that  which  was  finally  iatarminod  or  permitted?.*— .. 

2i  the  answer  is  “no,"  attach  statement  setting  forth  reasons  for  tho  vartanoe  and  the  amount  thereof, 


No 


CD  l*Vw  eountniefJ':e  average  base  period  net  income  result od  from  tho  application  of  section  722  (b)  (4)  or  (5)  or  sectlcD  722  (e),  exo  tho  facts 
And  ftlrourcataBOes  different  in  the  taxablo  year  from  the  facts  »r.d  circumstance*  with  respect  to  which  the  claim  for  relief  woe  first  al- 
lowed?   If  »o.  attach  statement  containing  a brief  description  of  Urn  difference  and  ta  acoount  of  its  effect  upon  the 

puAmaa  of  the  taxpayer  for  the  taxable  year. 

(3)  State  the  recount  of  the  eroeas  profits  credit  for  Uw  taxable  year  ouuvputad  without  rigard  to  esc Uon  722.  6 .-■■■- ... — ■ 

(A  E#  aav  anwwd  «»*•  profile  credit  adjustment  ooraputed  with  the  use  of  a constructive  average  base  port  oil  act  income? 59 If  tho  answer 

-ja  attach  schedule  Showing  oompuUUon. • 


Schedule  A--EXCESS  PROFITS  NET  INCOME  COMPUTATION 


Couuvk  i 

Imvms  Cusn 

Ceici’si'j 
invurti-i  Ciran 

Cntnr,  Usoum 

tbekfw  , 

L fferaud-tflx  net  towave  (computed  without  aDowanoa  of  credit  for  income  subject  to  exoera  profits 
hu  andwitbou*.  xl.Vi wanes  of  dJvidoais  teceivod  credit)  (item  38,  page  1.  term  1120).... 



, 568,693 

70 

Z 1 I I X X X 

X X » X X X X 

X X 

X X 



G9 

« - 

* 

s ... 

9.  Sfat  JjsSa  from  axle  orexoh&cgo  of  capital  oareto  (Item  12  {»)  Jplua  Item  33,  page  1,  Form  1120) 

•— 

i* 

STv  (a)  Dtvldecik  reeulved  eredit  adjustment  (IXa  13,  page  1,  Form  1130,  excluding  dlvfcleod*  received 

n r i m i 

X X 

Dfyideodb  ro.wlvo-1  credit  adjustment  (item  13,  ps.go  !,  Perm  1120,  excluding  dividends  re- 
Wfvtwl  (iora  foreign  personal  lidding  ooinpxnies  and  dividend*  reodvad  on  rtock  held  pri- 

x a x x r x x 

X X 

16,  TWb.1  o/  line*  8 to  14 _ _ 

1 V , 

It  Srwsi  profit*  tax  wft  income  computed  without  regsxd  to  deductions  applicable  to  life  bsurnneo 

16,  Stews  pxofiw"  net  teojsu*  eoenputed  under  Income  credit  method  or  hi  verted  capital  credit  method 
Otosre,  « Ita*  16  wftUM  hi*  17  ta  eato  ol  s life  incnncnce  eempany) 

«....  

tL__fi.7JJ.SS9- 

69 

»-4UiM 


93486—46 37 
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St.  Johns  River  Shipbuilding  Co. 

Computation  of  average  borrowed  capital,  fiscal  year  July  1,  1944,  to 


Date 


June  80,  1945 


Amouj  it 


19U 


June  30.  _. 
July  1 — 
July  5. — 
July  6 — 
July  8...  - 
July  12— 
July  13— 
July  19... 
July  20— 
July  21— 
July  26... 
July  27... 

Aug.  2 

Aug.  2. 

Aug.  3 

Aug.  4 

Aug.  5 

Aug.  10 

Aug.  12 

Aug.  16 

Aug.  17 

Aug.  21 

Aug.  22 

Aug.  23 

Aug.  24 

Aug.  26 

Aug.  31 

Sept.  2 

Sept.  6 

Sept.  6 

Sept.  7 

Sept.  9 

Sept.  13 

Sept.  14.— 
Sept.  15- 

Sept.  18 

Sept.  20 

Sept.  21 

Sept.  26— 
Sept.  27... 
Sept.  28— 

Oct.  1 

Oct.  4 

Oct.  5 

Oct.  6 

Oct.  7 

Oct.  11— 
Oct.  14 — 
Oct.  18— 
Oct.  19 — 

Oct.  21 

Oct.  25— 
Oct.  26— 
Oct.  28— 
Oct.  30— 

Nov.  2 

Nov.  4 

Nov.  6 

Nov.  8 


$660,000.00 

658,244.57 


560,000. 00 
433,450.  86 


708,000. 00 


652. 000. 00 
538,263.  32 


1,056,00. 00 
I 561,713.46 


772. 000.  00 
652, 213. 45 
614, 153. 96 

700.000.  00 
497, 540. 18 


Number  | 
of  days 
un- 

changed1 


Product 


636, 000. 00 
519, 102. 19 
610,120. 75 


620, 000.00 
484,675.07 
556,000. 00 
421, 846. 83 
416, 565. 33 

632, ”6oo"66 

467, 160.  58 


636,0)0.00 
578,933. 03 
577, 495. 90 


628,000.  00 
491, 140. 42 


000,  COO.  00 
462,026.  36 


548.000.  00 
520, 280. 18 
468, 859. 66 

636. 000.  00 
575,^43.93 


744, 000. 00 

512,  m 11 


1, 080, 000. 00 
984, 988.  05 
481,628.  92 
616, 000. 00 
552,  201. 30 
529,  910. 08 


$660, 000. 00 
2, 632, 978. 28 


1, 120, 000. 00 

1,733,803.44 


Date 


4,248,000.00 


652, 000. 00 
2, 691, 341.  60 


4,224,000. 00 
1,123,420.92 


772, 000.00 
652, 213. 45 
3,070,769.80 
1,400,000.00 
1, 990, 160. 72 


2,544,000.00 
519, 192. 19 
510,120.75 


1.240.000. 00 
2, 423,  375. 35 

1.112. 000. 00 

1, 265, 540. 49 

416, 565. 33 


1’064’666’00 
1, 868, 642. 32 


636,  000. 00 
1,736,709.09 
1,154,991.80 


Ti46,’6oo.oo 

491,140.42 


1,266,600. 00 

1,851,705.44 


548, 000. 00 
520, 280. 18 
1, 875, 438. 60 
1,908,000.00 
2, 301, 776. 72 


’l, "488, 000. 00 
2, 048,  920. 44 


2, 160, 000. 00 
1,  969, 976. 10 
1,444,886.  76 
1,232,000. 00 
1, 104, 402. 60 
1, 059, 820. 16 


irn 


Nov.  9— - 
Nov.  13- 
Nov.  15- 

Nov.  16 

Nov.  18- 
Nov.  22„ 
Nov.  25- 
Nov.  29- 
Dec.  2_ . . 
Dec.  5-.. 
Doc.  6... 
Dcc.  7-  — 
Dec.  9-  — 
Dec.  14.. 
Dec.  15— 
Doc.  16- 
Dec.  20. . 
Dec.  21 .. 
Dec.  26.. 
Dec.  28. . 


Amount 


572, 000. 00 
488,087.74 


468. 000.  00 

385. 678. 14 

528. 000. 00 
425, 201. 48 

620.000.  00 
528, 714.  22 

493. 840. 15 


424, 000.00 
365, 382. 50 


Number 
of  days 
un- 

changed 


564, 000. 00 
361,708.93 


ms 


Jan.  2 

Jan.  4 

Jan.  5 

Jan.  6 - 

Jan.  10- . 

Jan.  11— 

Jan.  13„. 

Jan.  17— 

Jan.  18—. 

Jan.  20— 

Jan.  22— 

Jan.  24- 
Jan.  25— 

Jan.  27— 

Jan.  29— 

Jan.  31- 
Feb.  1__ 

Feb.  5- 
Feb.  7- 
Feb.  8— 

Feb.  10. 

Feb.  14- 
Feb. 15. 

Feb. 19- 

Mar.  15 

Mar.  17 

Mar.  21 

Apr.  .19 

Apr.  20 

Apr.  23 

Apr.  25 

Apr.  28 

May  1 


528. 000.  00 
386, 078. 63 

432. 000.  00 


362, 746. 39 
212,  000. 00 
200,  977. 00 
107, 906. 10 


340, 000. 00 
238,758. 68 


308, 000. 00 
186, 180. 30 
181, 220. 40 


690,000. 00 
541, 286. 39 
66,  934.87 


160,000.00 

104,105.21 


112,000. 00 

32, 225. 49 


116,000.00 


Total- 


148, 000. 00 
109, 706. 72 


100, 000. 00 

54, 700.  57 


125, 000. 00 
90,  373. 65 


38, 609, 964. 04 


Product 


2,288, 

976, 


000.00 
175. 48 


936, 
1,542, 
1, 584, 
1, 700, 
1,860, 
1,  586, 
. 493, 


000.00 
712.56 
000.00 
805. 92 
000.00 
142. 66 
840. 15 


848, 
1, 461, 


000. 00 
530.00 


1, 128, 
1,  446, 


000.00 
835. 72 


2, 640, 
772, 
2, 160, 


000. 00 
157.26 
000. 00 


725, 492. 78 
212, 000. 00 
200, 977.  00 
431, 624.  40 


680, 000.  00 
955, 034. 72 


616, 000. 00 
372, 360. 60 
362, 440.  80 


1,380,000.00 
1, 082, 572.  78 
133,869.  74 


640, 000.00 
208,  210. 42 


224, 000. 00 
128, 901. 96 


464, 000. 00 


296, 000. 00 
438, 826. 88 


100, 000. 00 

164, 101.71 


375, 000.  00 
271, 120. 96 


103,692,906. 44 


Average  daily  capital  (365  days),  $284,090.15. 

St.  Johns,  River  Shipbuilding  Co.  corporation  income  and  declared  vpa^™^ne 
profits  taw  return  for  fiscal  year  beginning  July  1,  1944,  and  ending  June 

. SO,  194k 

Gross  incpme  from  fees  billed  to  U.  S.  Martime  Commission  : 

Launching  41  vessels ’ XXX'  00 

Delivery  37  vessels 37U,  UUU.  w 

Total  fees 780’^50 

Other  Income 

780  030  50 
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SHIPYARD  PROFITS  577 


Charges  incurred  in  construction  of  shipyard  facilities  and  vessels 


, . . A V r VUQVAKI 

not  reimbursable  as  costs : 

Officers’  salaries $50,  226.  50 

Bonus  expense 77  4g2t  97 

Employees  salaries ” 5’  jgg'  47 

Interest  on  bank  loans 4,317!  39 

Accrued  interest  on  facilities  fee 8,’ 350.  02 

Federal  capital  stock  tax _ 3 750  qq 

Legal  expense . 1”  7, 199.'  10 

social  security  taxes j 722,  46 

Ceremonial  launching  expense _ 16  si  o'  13 

Auditing  expense 2,  643  34 

Traveling  expense - - - , • 

Donations 2 300  00 

Miscellaneous  expense 44  239  64 

211, 331.  80 


Net  income. 


568,  698.  70 


Schedule  I — Contributions 


St.  Johns  River  Shipbuilding  Co.  corporation  income  and  declared  value  ewcess- 
J-g*-  return  f°r  flscal  Vear  ^ginning  July  1,  19ifJh  and  ending  June 


American  merchant  marine— 

Tuberculosis  Association 

American  Legion  Post,  No.  9_. 

Community  War  Chest 

Seamen’s  Town  House 

American  Red  Cross 

Jacksonville  Safety  Council... 
Church  of  the  Good  Shepherd. 


$250 

50 

100 

500 

100 

200 

100 

1,000 


Total. 


2,300 


Schedule  F — Compensation  of  officers 

St.  Johns  River  Shipbuilding  Co.  corporation  income  and  declared  value  excess- 
profits-tax  return  for  fiscal  year  beginning  July  1,  19U,  and  ending  June  SO, 


Name  and  address  of 
officer 


Leo  J.  Fischer,  444  Madi- 
son Avo.,  Now  York, 
N.  Y. 

James  C.  Merrill,  Jack- 
sonville, Fia. 

Kenneth  A.  Merrill, 
Jacksonville,  Fla. 

Benjamin  F.  Crowley, 
Jacksonville,  Fla. 

T.  W.  Ryan,  Jackson- 
ville, Fla. 

A.  PI.  Ainslow,  Jackson- 
ville, Fla. 

D.  J.  O'Mahoney,  Jack- 
sonville, Fla. 

H.  M.  Heckman,  Jack- 
vine,  Fla. 

C.  A.  O'Connor,  Jack- 
sonville, Fla. 


Official  title 

Time 

devoted 

to 

busi- 

ness 

Percentage  of 
corporation’s 
stock  owned 

Amount  of  compensa- 
tion 

Total 

Com- 

mon 

Pre- 

ferred 

Reim- 
bursed by 
U.  S.  M.  C 

Not  reim- 
bursed by 
U.  S.  M.  C. 

Chairman  of 
board. 

Part 

None 

None 

$9,  333. 33 

$10,  111.  11 

$19, 441 44 

President 

Part 

myz 

None 

12, 000. 00 

13, 000. 00 

25,  000. 00 

Vice  president.  _ 

Part 

m 

None 

12, 000. 00 

3, 000. 00 

15, 000. 00 

— do 

Part 

SH 

None 

21,  000. 00 

21, 000. 00 

Full 

None 

None 

12, 346. 14 

3, 115. 39 

15,  461.  53 

Treasurer 

Full 

None 

11, 172. 14 

11, 172. 14 

12, 461.  53 

5, 600. 16 

Secretary- 

Full 

None 

12, 461. 53 

6,  600. 16 

Assistant  treas- 

Full 

None 

None 

do 

Full 

None 

None 

5, 270. 26 

80, 192. 66 

60, 226.  60 

130,419. 08 
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Ur*  No. 


DECLARED  VALUE  EXCES3-PnOPlT3  TAX  COMPUTATION.  <S~  Competition  Instrui 


1.  Net  income  for  declared  value  exeoaa-proflta  Ux  eompuUtinn  (item  31,  page  1).  ...  r $ 568.696 

2.  Was  of  rspltol  (lock  udteirri  In  fui  mpiuil  st«-t  Ui  Man  lor  the  r,*r  -rvlr-l  I 


if xka .mi  «..«i 0. o, .r.T  Jui>  1..  imj .• $ 7+5004 .000+00 

8.  10  percent  of  line  2 1 j 7 50 ,000  00  j 

4.  Dividends  received  credit  (85  percent  of  column  2,  Schedule  "i-i,  " , 

butuot  in  eiocee  of  85  percent  of  item  38  minumtemSlf,  page  1).’.| None  ' 

5.  Balance  subject  to  declared  value  fxcMS-pMfiis  tax  (Imo  1 rim.ua  t.M.dTf  hnr*  J and  4.  T~ 

0.  Amount  Usable  at  6.8  percent  ;.i  percent  uf  line  2,  but  not  nn.ro  il.an  lino  5,;  and  us. 

7.  Balance  Usable  at  13.2  percent  (line  5 minus  line  C,  column  1);  and  lax ~f~ 

ToUl  declared  value  cxceas-pruflu  tax  li.iial  ..ftinefi,  c.il.imn  3.  end  line  7.  column  ;V>"  ' 


750,000 ■ 


Pone'. 


MKtsnc  cotrettnoNS  iuk  *M««m 
9.  Nonnal-Ux  net  Income  (item  41,  |wgr  1 1 

10.  Portion  of  line  B (not  in  excess  of  $.*.000);  amt  tax  at  1.1  percent.  .. 

11.  Portion  of  line  fl  (in  exre«  of  35.000  and  not  in  excess  of  520.000);  and 

12.  Portion  of  line  9 (in  exceasof  520.000  and  not  In  excem  of  525,000);  and 

13.  Portion  of  lino  0 (in  excess  of  525,000);  and  tax  at  31  percent. 

14.  ToUl  normal  tax  (tout  tax  in  oolumn  3 of  1i 


INCOME  TAX  COMPUTATION.  (See  -Computation  Instruction. 


17  percent.... 
tax  at  ID  percent... 


s 10.  II.  12.  and  13)... 


5 , 000.  00  I 


J DOC# 

, 

I 

| 13  2^! 

— 

---  - 

--- 

J 15% 

$ .7.50.1 

00 

2.550  1 

IX) 

950J 

; oo 

' 31%  | 

E,76B 

si . 

18.  Nonnal-Ux  net  Income  (item  41,  page  1)... 
lfl,  Normal  Ux  (24  percent  of  line  151... 


$ 7,038  "6i _ 


SURTAX  COMPUTATION 


21.  Surtax  net  in« 


ne  (item  33,  page  1)... . 
itnn^Jj,  Bchsdul.  K.  but  bol  lo 

llooositiJjieii  111  odi'rwsl'xitl^M^tr'i  f-lJl^ct  ots^.liLlicclHilr})^.., 
Dl»KJ<*>li  paitl  on  ssrtsln  profsrrvii  not*  It  tups?  or  Is  a public  ullLtr... 


i "5M.703 

No.nf 


TT 


i sm,.?®;:® 


CORPORATIONS  WITH  SURTAX  NET  INCOMES  H 


534,703  j 16 

5 rzw.fw  r.'.52 


’’“KKl'.S”', ,“'000'  1”  » !»-™.  in  .fc,  . f,  ooo 

00 

1 

£.500 

1 00 

"•  tX&VZ2£,<ffZ  i SSS&X&RXSr  * *»1  “> « a [ 

0£ 

24.  ToUl  surtax  in  column  3 of  lines  22  nml  23 

1 

1 $ 

....Mii, 

01 

UttfOMTIONJ.WITH  SURTU  NET  INCOMES  Or  OVER  PljSSt 

25.  Surtax  net  incomo  (line  21  above) IT- i ; 

] 

28.  Surtax  (16  percent  of  line  25)  for  18  perrenl  in  the  cam  of  a cnn<»lidaUrl  rvtumt 

19%  1 

J.— 

28.  Total  tax  (line  27,  or  line  31  hrisxlule  t ) — 

t 

...UL517'l"HT 

TAX  computation  for  regulated  investmimt  comtanies  *1 

2«.  Ai|ju»wd  net  locorao  (item  38,  page  1.  but  computed  w, thorn  regard  w s,etiorr47  It)) 

30.  Add.  Net  operating  loss  d-dnctlnn  (item  27.  page  l) 

31-  ♦ Total  of  lino*  29  and  30  

M.  l»:  Exeessof  net  long-term  capita)  gamoter  net  .iort-b^ ^rio  capital  losaVr™«ert^i«'i»'r,. 

33.  Adjusted  net  trromc  (c-imp'iic-l  under  i-.-riinn  362  it.)  ill 

34.  J.e««:  Basic  aurtax  credit  (exriudmg  rap, ml  van  d.videntla)  computed  without  regard 

to  paragraph*  (2)  aud  (3)  of  section  27  (8).  (Submit  schedule) 

35.  Supplement  Q net  income 

38.  Normal  tax  (24  percent  pf  line  35) 


37.  Net  income  (Item  3r,.  page  I.  Imt  comruicd  aiiliout  regard  to  section  47  (e)) 

38.  Add:  Net  operating  loss  deduction  [item  27,  page  I) I 

3®-  Tn,«l  "f  biiea  37  and  38 .T- 

40.  Leas:  Etorasofnel  long-term  cap.tal  gain  over  at  t *b.,relenn  capiullom.'  tfrom  bu,*m.  C) 

41.  Net  income  (computed  umlcr  scrtiyn  362  it>;  (2»)_ I-^ — 

42.  l^ra:  flit  uit-nda  (•’thi-r  thin  rnp.tal  gain  d.v.dcnda)  paid  (nrtudmg  eoneent  dividend* 

ft od  t.  (Si.bmit  schedule) 

43.  Sup;<tcmi--ii  t;  surtax  net  inoitnc ' 11  Hp-1 

44.  Surtax  (16  j-crci-nt  of  line 43) _v __  * 

■tf.  Net  long-term  capital  gain.  (From  Schedule  C) 

46.  Lose:  N<  r shirt-lrrm  capital  ]->sa  (From  Schedule  C) 

*'•  • Capital  gain  dividends  paid.  (Submit  achedulc) 

<8.  Exeuae  subject  t< 

40.  Tax  (28  percent  of  line  48), 


Inventory  at'beginnlng  of  year. 

Material  or  merchandise  bought  tor  manufacture 

or  sale ' 

fialarita  and  wages  

0«s*iou*Ur<xbooiu».  (Attach  Itemised  sebedvAa)... 

Total... 

•Lass:  Inventory  at  end  of  year 

Cost  of  goods  sold  (enter  as  item  2.  page  n | 


Salaries  and  wages  .. 

OUter  oceta  (to  be  detailed): 


it  C— e*p*j»U  *ab«lulo  i 


<<D  - 

<•>- 

ToUl  (enter  &i 


•Jchsccu  H aptul  u. 


^ P-r0*'"3  *TO  rvoM  sales  on  tidUKa  OF  r^pc,™  nw^ 


*4  » mwei  a 

B C«r»4  a,  v*ta*  <tf  ka  itog 


for  sai^dcl.  D 

m swisd  Oh 


capl  lot  stock:  - 
dtrertl/or  ImSlrvcUy 


issffsa^e^fea.’S.-^ss 
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582  SHIPYARD  PROFITS 

St.  Johns  River.  Shipbuilding  Co.  (Jacksonville1,  Fla.)  Corporation  Income 
Tax  Return  for  Fiscal  Year  Ended  June  30,  1945 

STATEMENT  WITH  RESPECT  TO  CHANGES  AFTER  OCTOBER  3,  1942,  IN  WAGES  OR  SALARIES 
! AS  REQUESTED  BY  QUESTION  11,  PAGE  3,  FORM  1120 

The  taxpayer,  since  October  3,  1942,  has  increased  the  wage  or  salary  rate 
of  numerous  employees.  Such  increases  which  required  the  prior  approval  of 
the  National  War  Labor  Board  or  the  Commissioner  of  Internal  Revenue  have 
had  such  approval  with  the  following  exception : 

A bonus  plan  was  inaugurated  and  approved  by  the  board  of  directors  and 
the  stockholders,  June  10,  1942.  A payment  was  made  in  accordance  with  a 
letter  of  authorization  from  the  Salary  Stabilization  Unit  for  the  year  1944. 
There  is  accrued  and  deducted  in  this  return  an  amount  representing  15  percent 
of  the  profits,  which  will  be  paid  when  approval  by  the  Salary  Stabilization 
Unit  has  been  received. 

Such  increases  which  required  no  prior  approval  of  the  National  War  Labor 
Board  or  the  Commissioner  of  Internal  Revenue  have  been  made  in  accordance 
with  the  terms  of  a salary  agreement  or  salary  rate  schedule,  and  as  a result 
of  reasons  or  circumstances  prescribed  in  orders,  rulings  or  regulations,  pro- 
mulgated under  authority  of  the  act  of  October  2,  1942.  No  wage  or  salary 
decreases  in  contravention  of  the  orders,  rulings  or  regulations,  promulgated 
under  authority  of  the  act  of  October  2,  1942,  have  been  made  by  the  taxpayer 
since  October  3,  1942. 

I certify  that,  to  the  best  of  my  knowledge  and  belief,  the  foregoing  is  a true 
and  correct  statement,  I further  certify  that  data  and  information  with  respect 
to  such  increases  are  available  for  examination  by  authorized  representatives 
of  the  Bureau  of  Internal  Revenue. 

St.  Johns  River  Shipbuilding  Co., 
, Treasurer. 


Schedule  L — Balance  sheets 

St.  Johns  River  Shipbuilding  Co.  corporation  income  and  declared  value  excess- 
profits-tux  return  for  fiscal  year  beginning  July  1,  1944,  and  ending  June  SO, 
1945 


Beginning  of  taxable  year 


End  of  taxable  year 


ASSETS 

Cash... r_. 

U.  S.  Government  bonds 

Accounts  receivable  

Miscellaneousjaccounts  receivable. 
Furniture  and  equipment 


$437,  578. 80 


2,  784,  390. 42 
43,  060. 13 


$160,683.79 
250,000.00 
914, 916.  53 
81, 289. 97 
1,052.45 


Total  assets. 


3,265,  029.35 


1,407,912.74 


LIABILITIES 


Accounts  payable 

Notes  payable.. - 

Trust  accounts: 

Liability  to  employees: 

For  purchase  of  war  bonds. 

For  payment  of  unclaimed  wages. 


$203, 695. 67 
6, 093. 89 


209,789.56 


Deduct:  Funds  on  deposit  in  Atlantic  National 
Bank  in  trupt: 

War  bom)  trustee  account 

Unclaimed  wages  trustee  account 


203,895. 67 
6, 093. 89 


209, 789.  56 


649,  935.  20 
660,  000. 00 


83, 219.  26 


$60, 585. 03 
16, 406.  48 


76,991.51 


60,  585. 03 
16,406.48 


76,  991. 51 
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St.  Johns  River  Shipbuilding  Co.  corporation  income  and  declared  value  excess - 
proflts-tax  return  for  fiscal  year  beginning  July  1,  1944,  and  ending  June  80, 
1945 — Continued 


Beginning  of  taxable  year 

End  of  taxable  year 

liabilities—  continued 

Accrued  liabilities: 

Salaries  and  wages 

Taxes  (other  than  corporation  income  tax) 
Income  and  excess  profits  tax  (current  year) . . . 
Income  and  excess-profits  tax  (prior  year) 
Interest  on  banlc  loans 

$620, 471. 29 

689, 894. 39 

497,000.00 

73.  33 

29, 830. 00 

8, 000. 00 

124,965.11  $1,870,234.12 

$262, 062. 83 

239, 775. 71 

418, 600.  00 

202.  82 

Insurance 

17, 670. 00 

7, 500. 00 

68,419.60  $1,014,130.96 

Rent.. 

Bonus  fund.. 

Capital  stock-common 

Earned  surplus 

600.00 

184,260.03  184,860.03 

600. 00 

309, 992. 62  310, 692. 62 

Total  liabilities 

' T * * v***’  * X 

Schedule  M 

St.  Johns  River  Shipbuilding  Co.,  reconciliation  of  earned  surplus,  as  at 

June  80,  1945 


Debit 

SCrcdit 

Balance 

Balance  at  credit,  July  1, 1944.. 

$184,260.03 

Items  applicable,  to  fiscal  year  ended  June  30, 1944,  which  have  been 

charged  in  accordance  with  the  tax  credit  letter  under  sec.  3806 

Tax  applicable  to  above  charge 

$93, 348. 67 

$67, 210. 98 

281. 70 

Charges  applicable  to  fiscal  year  ended  June  30,  1944,  which  Have 
been  recognized  as  Items  ot  cost  by  the  U.  S.  Maritime  Commission 
and  reimbursed  during  tho  current  fiscal  year.. 

Reserve  for  income  tax  applicable  to  above  items. 

202. 82 

Adjustment  of  amount  in  excess  of  actual  tax  liability  for  the  fiscal 
year  ended  June  30,  1944 

1, 502. 50 

Net  profit  after  income  and  excess-profits  tax  for  fiscal  year  ended 
June  30, 1946 

93,651.39 

69, 085. 18 

24, 466. 21 

169,793. 82 

160, 198. 70 

309, 992. 62 

Balance  at  credit,  June  30. 1945_ 

— . — 
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SHIPYARD  PROFITS 


Form  1121 
Treasury  Detriment 
luiemal  Revenue  Semce 


UNITED  STATES  . 

CORPORATION  EXCESS  PROFITS  TAX  RETURN 
For  Calendar  Year  1945 

r fiscal  year  beginning . 1945,  and  ending . ,rlYJE.  1946 

PRINT  PLAINLY  CORPORATION'S  NAME  AND  ADDRESS 

ST*..  JOHN  S..RIXER. , SHIPBU1LDJD/II..CCMPAMY - 


1945 


post  omen  box  101*9 

(Sir  eel  Mil  Mini 

. . JA.CK  SON  VI  LIE  * . . FLORIDA  . . 

. (Cit  m lawn*  p».l«l  v> 


■rial  number  entered  on  p»Ee  li  Form  UW- 


"194  - 


Code..- 

Serial 


Cnah Check  M.O. 

Fuat  paymcril 


EXCESS  PROFITS  TAX  COMPUTATION 


l'i»  ul  Initn 
1.  Exi' le- 


ft's r.et  income  (line  18,  Schedule  A) _. 

2.  Spit-ifle  exemption 

3.  Extv.'s  profits  credit — based  on  income  (line  40,  Schoduto  B) — .......... 

4.  Exci-m>  profile  credit—  ba'setl  on  Invested  capital  (line  40.  Srhedtik  C)... 

t Uimml  excess  profits  credit  a<  jiud  incut  (attach  schedule)  

«,  Total  of  Items ;2  to  5 

7.  Difference  between:  Item  1 and  item  6 


* 156.719  y 5k* 


3.  Ad) nitre!  excess  proftis  riel  iiicnus  (item  7.  column  I.  or  item  7.  column  2.  whichever  is  applicAlile)... 

9.  percent  rtf  item  8...  

10.  Net  income  (item  3ft.  page  I.  orni  1120} 

11.  Lees:  ft»)  Dividends  received  credit  (85  j-eroenl  of  total  of  column  2.  Schedule  V.  Kiiriu  ! 1 2d.  but  nut 

percent  of  it  mu  10  above  (excluding  from  the  computation  dividends  received 
certain  preferred  stock  of  a public  utility)). 


(M  Credit  for  divhhuds  paid  on  certain  preferred  stocks  if  taxpayer  U a public  utility  . 

(20  percent  of  lino  20.  page  2.  Form  11201...... — — • 

12.  Surtax  not  Income  (computed  without  regard  to  the  credit  provided  in  eeclioo  20  (e)  (emo  cf  lines  18  and  21.  page  2.  Form 

1120)  and  without  regard  to  SO  percent  of  the  credit  provided  to  section  28  (h))  

W.  80  percent  of  item  12.. * 

14  I in-one  tax  under  Chapter  1 (other  than  section  102)  for  the  taxable  year  (Item  42.  pogo  1.  Form  1120).  

I.V  Excess  of  item  13  pver  item  1-1 

16.  Item  0,  or  item  15i  whichever  la  lesser "I "I ;k.V.'T  n'T 

17.  Amount  deferred  by  reason  of  the  application  of  section  710  (a)  (5)  (relating  to  abnormality  under  section  722)  (attach 

schedule) - - .--  -r -----  

18.  Excess  profits  tax: : i-  m l.iAl  n? 

(h)  If  schedule  is  filed  under  question  (j),  page  2,  amount  of  tax  as  computed  in  such  schedule..! 


(e)  Item  18  (a)  or  item  18  .6),  whichever  to  applicable.. — v ----- Mnrru,r*ltnn 

!.«*:  Credit  for  Income  l»xe*  paid  to  a foreign  country  or  United  State*  jmsscMon  a.lnwc.  to  a domoMir  corporal  am 
(portion  not  used  in  computing  item  48.  page  I,  Form  1120) 


20.  Item  18(c)  minus  Item  10.1. 

21.  Leas:  Credit  again-"!  ex 


s profit*  tax  (10%  of  item  18  (c))... 


2a  'rZ:ii  .*!  duello ipplii-uion  of  .ectiot.  734  (adjurtrooiit  in  caw  of  portion  tnoonayteiit  with  prior  income  lw*  liability)  I 
-*4  F\. . Iirofitr,  tor  duo  iH.ni  plus  item  23.  or  Item  22  Tnlr.ufl  Urol  31?.  wMnhcvet  |3  c|.pli<-ftbic'16[t/j65  trifl  pr_  ' 50.39?  _ Ja  - 


10,000  00.. 
Ie‘,103  Je. 

i. 

s jal.18}  IggH 


* .1163!?!  .32.. 


S- 110.536X32.. 

» .1 UU6Q9  : 50- 


s 0-55,695 


1*9- . 


s.  . 155,695. 1 to- 
la!*,716  .39 
11,300  1 j6_. 


t.  ni.uifi  .03::: 

$ 111.1*16  .03. 


* . ..  111,1*16 


t .. .111,1*16 

11. 1U 


$ 100,274 


.03.. 


oj- 

.60. . 

to 


4 treasurer  (or  neslntritit  treasure 

3 {InchldlnE  any  aecompnnylng  sr 

lit  good  faith,  for  thataiNbU  year  stated,  pursue 


We.  the  undwslKned.  president  (or  v re  president,  or  other  principal 
iwle.  severally  duly  sworn.  each  f->r  himself  deponed  nnd  nays  that 

is  tnowirdxfl  end  balief.  a true,  correct,  and  oompkto  return,  made  In  ■< 

Subscribed  and  sworn  to  before  uie  this day  of  ,&*P.l2SBfeSr... 


ir  chief  nccnunllntr  offleer)  of  It 
lilies  nnd  statements)  hue  bveh 
to  the  Internal  Keeenue  Code  e 


ii  ii  by  In 

• reguhiti 


a‘6... 


1 

Notary  Public .. 

§ 

(Slxnatti  -c  ‘ 1 offlttr  Briminisfctlng  osth) 

1 | 

'(i-asnrrr.  AsSislanl  Tin 


President... 

-Inclnal  oilicnr)  . rule) 

Treasurer.. 

liirt-r  ’or  rhici  Aminming  Ain<vri 


re-1  this  return  for  the  per' 


y RcromoMiylng  schedules  and  etaleme 
lap  been  prepared  of  which  I/we  have  ■ 


) lit  1 


Subscribed  and  sworn  to  before  rne  thto day  of  .. 


V NOTABIALl 
I BEAL  | 


"(Bljniiure’oi  edkeor  adroln'leferhir  oethf 


CfitW 


' <eis>uiure  of'  person ' prnpart  og  tbs  fel'ira ) ' 
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!.  Yoor  Ended 

■ 

■1 

4.  Year  Ended 

Lin.Ha. 

1.  Normal-tax  (or  s 

2.  Net  capital  loss  t 
8.  Securities  which 

line  1 as  had  c 
(for  taxable  vc 
i.  Net  loss  from  sa 
assets  deduct! 
beginning  afl  n 
Si  Net  loss  from  it 
in  computing  1 
ft.  Total  of  1 

7.  Net  capital  gain 

8.  Net  gain  from  sr 

after  Dcccinlx 

9.  Net  gain  from 

computing  Him 

10.  Total  of  1 

11.  Difference  betw< 

12.  Net  gain  from  s 

ing  net  capital 

13.  Net  gain  from 

property  Othe 

14.  Total  of  ] 

15.  Net  loss  from  : 

propert  y othc 

16.  Stock  and  scent 

worthless  duri 

17.  Total  of 

18.  Normal-tax  (or-1 

711  (hi  (2>  (li 

19.  Net  slmrt  -term 

carry-over  (di 

20.  Dividends  reccr 

21.  Deductions  on 

4? 

■ 

5 



.... 

• aro  cnpil:l  assets  deducted  in  computing 
jlehts  or  as  stock  determined  to  be  worthless 

|e  or  exchange  of  properly  other  than  capital 
(d  in  computing  line  1 (for  taxable  years 

^voluntary  conversion  of  property  deducted 

. 

S 

* 

i 

$ 

S 

ile  or  exchange  of  property  other  than  capital 
[computing  lino  1 (for  taxable  years  beginning 

jnvoluiil&r)  conversion  of  property  used  in 

' 

$ 

..  ..  i a.  ...v 

— 

. a 

ale  or  ex-lu<ngc  of  capital  assets  after  consldcr- 

[ loss  carry -over 

fair,  exchange,  or  involuntary  conversion  of 

1 

S 

$ 

* 

a 

fcilc.  exchange,  or  involuntary  conversion  of 

a 

$ 

ities  of  affiliated  corporations  which  became 
ng  the  taxable  year  (if  included  in  lino  2, 3,  or  7). 

$ 

$ i 

pccial-class)  net  income  after  applying  section 

a 

capital  gotn  after  con  side  ring_  net  capital  loss 
> not  cuter  net  short-term  capital  loos). ...... — — 



.•cd  credit — 

uccount  of  retirement  or  discharge  of  bonds* 

..... 

ition.  and  similar  losses  not  token  into  ae- 

count"  in  com] 

iuting  lino  12,  13,  or  16 - 

23.  Repayment  tjf  processing  t »x  to  vendee — ••• 

24.  (a)  Abnormal  j' 
(b)  Abnormal  o: 

ment  cosi 
(e)  Other  abnoi 

25.  Capitalization  c, 

goodwill  (atti 
•26.  Total  of 

27.  Income  from  re 
■28.  Dividends  recei 
29,  Net  gain  from 
sidering  net  < 
80.  Total  of 

31.  Excess  profits  r 

32.  Net  aggregate  < 

33.  Increase  in  low 

34.  Total  of 

udgment  labilities,  etc.  (attach  etutemontj 

kpcndituren  for  intangible  drilling  and  develop- 

ripal  deductions  (attach  statement) - 

if  expenditures  for  advertising  or  promotion  of 

. $ 

a 

s.. . — 

tirement  ot  discharge  of  bonds,  etc 

$ 

. $ 

$ 

a 

ived  from  domestic  corporations ....... 

sale  or  exchange  of  capita]  assets  after  con- 



. — 

. $ 

. $ 

1 "" 

i 

* 

- * 

. $ 

a 

— 

s 

cst  year  in  base  period  (attach  statement) * 

. a 

lines  32  and  33. ....— - 

. a 

— 

(PUJiolin..  JSl»tU 
38.  Net  aggregate 
ending  after 

37.  .Net  aggregate 

38.  Excess  of.  line  I 

39.  One-half  of  lim 

40.  Line  36  plus  li: 

of' columns'  3 and  4,  line31  (see  instruction  regarding  limitation  applicable  to  taxable  year 
May  31,  I9J0) 

$ 

of  columns  1 and  2,  line  31 - 

)6  over  Hoc  37 - 



s 

— 

$ 

. a 

„ 'neTn^in:;.^  earning,  in  h.l,  O.  b..e  period  Clin.  or  the  high™.  «.«.  ProBU  no.  inc™ 

43.  95  percent  of  l}ne  35  or  lino  42,  whichever  is  greater 

44.  Net  capital  adlditlon,  $ or  net  “P 

45.  8 peroent  of  line  44,  If  a r.ct  capital  addition  (or  6 percent  of 

46.  Excess  profits  credit-— be«d  on  income  (line  43  pma  line  45, 

itcl  reduction,  S — <»«“b  eUtemeot). 

line  44.  if  a net  capital  reduction) 

i(  a net  capital  addition)  (or  line  43  minus  line  45,  if  a net  capital 

*- 

= — 
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Schedule  C.— EXCESS  PROFITS  CREDIT— BASED  ON  INVESTED  CAPITAL 


I N«.  Equity  Invofted  Capital  at  tha  B«clnr>tn«  ol  the  Ta.nbl.  Year 

(Set  LuliiKlroni  for  Schedule  C,  linct  I to  IS.  iodoiivo) 

. Money  paid  in  for  stock,  or  its  paid-in  surplus,  or  ns  n oimr.  tuition  to  capital 

. Property  paid  in  for  stock.  or  as  paid- in  surplus,  or  Os  n conif  ibiiliou  to  capita) 

. Distributions'  of  earnings  and  profits  in  slock  of  tho  corporation 

. (o)  Accumulated  tamings  and  profits $ 31Q«9lil 

(b)  Adjustment  for  transferor's  delict t under  section  718  <c)  (8) 8.--..  ■ ■ 

(c)  Inert-use  or  decrease  under  section  701  (d)  d)  on  account  of  intercorporate  liquidation 

(</)  Acctiniulalcd  earrings  ard  profits  (item  t (cl)  n«  adjusted  hy  item  4 (h)  anti  lc) 

25  percent  of  new  capital  paid  In  during  a taxable  vrar  (loginning  after  December  3).  1640 

Increase  on  account  of  intercorporate  liquidation  under  section  701  (<1)  (2) 

Deficit  in  enrnir.jjs  and  profits  of  another  eurporation  under  section  718  (a)  (7) I... 

Total  of  lines  I to  7 

Less:  D...ti  ilntmns  made  prior  to  the  taxable  year  not  out  of  aeeiuniilated  famines  and  profits.  $ ...... 

Karmnt:--  and  profits  of  another  corporation  r-,quirrd  to  be  deducted  by  Fi-ction  718  (bl  (3) 

Decrease  on  account  of  intercurporule  liquidation  under  section  701  (d)  (2) 

Deficit  in  earnings  and  profits  included  in  invested  capital  of  another  corporation  (section 

718(b)  (6)) - _____ 

Total  of  lines  0 to  12 

Equity  invested  capital  at  beginning  of  taxable  year  (line  8 minus  lino  13) 

Avarafa  Acfdltlun  to  Eqully  Inverted  Capital  Dvirlni  the  Taxable  Year 

I 5m  liutiiKlIeai  lor  Sthedula  C,  bin  I la  IZ,  bslai'm)  . 

. Money  paid  in  for  stock,  or  as  paid-in  surplus,  or  oa  a contribution  to  capital. r. : 8. 

. Property  paid  in  for  stock,  or  as  paid-in  surplus,  or  as  a contribution  to  capitaL 

. Distributions  of  earnings  and  profits  (other  than  earnings  and  profits  of  the  taxable  yenr)  in  stock  of 

the  corporation  (ace  line  24,  below) 

. 26  percent  of  new  capitaL 

. Increase  on  account  of  intercorporate  liquidation  under  section  701  (d)  (2) 

. Deficit  in  earnings  and  profits  of  another  corporation  under  section  716  (a)  (7) ..■■.[ 

. Total  additions  in  lines  15  to  20 

. Total  of  lines  14  and  21 


S. _..j6lG0..  .0(2.. 


•316,51/.  JO... 


| $ ,319.51..  30  - 


I $—.319-511.  30.... 


» 561 

ao . 

u Stock  distributions  from  accumulated  earnings  and  profits  at  beginning  of  year  (see  line  17,  above) 

. Decrease  on  account  of  intercorporato  liquidation  under  section  701  (d)  (2) 

. Deficit  in  earnings  and  proflta  included  in  invested  capital  of  another  corporation  (section  718  (b)(5)) 

Total  reductions  in  lines  2,1  to  20 

(S<.  tnrtjKikn*  iw  Sdtaduh  ci  fc»>  a la  «.  In:!*. In,) 

i.  Average  equity  invested  capita!  (lino  22  minus  lino  27)_ 

i.  Average  borrowed  capital  (attach  schedule) SCHEDULE- -X-AttAC-i}#4 |_0- -6?-iIl75--  l-jj-5-— 

. Average  borrowed  invested  capital  (50  percent  of  line  20) 

. Average  -invested  capital  (line  28  plus  line  30) — 

. Total  Inadmissible  aaseta i $ 

Total  ndinicsiblc  and  inadiniw-ibh-  assets... | $. 

Percentage  which  lice  32  is  of  lino  83... % 

. Reduction  on  account  of  inadmissible  niseis  ( .. percent  of  line  81) _ 

. Invested  capital  (line  31  minus  line  35) 

. Portion  of  line  30  (not  over  $5,000.000) ; and  orodit  at  8 percent $ J52»-290  22  8% 

. Portion  of  line  30  Over  $5,000,000.  but  not  over  $10,000,000);  ami  credit  at  6 peroent. 6% 

. Portion  of  line  30  (over  $10,000,000) : and  credit  at  5 percent , « 6% 

. Eioeas  proflta  credit — based  on  invested  capitU  (total  of  lines  37  to  39) , s 


$.61...  aa. 

«...  119,552...  50.. 


35.737  '( 

» •332,25a.  .2 


»...352-,290. 

s 26,163 


Schedule  I 

St.  Johns  River  Shipbuilding  Go.  computation  of  average  borrowed  capital, 
fiscal  year  July  1, 1945,  to  June  SO,  1946 


June*30, 1945.. 
July  17, 1945,. 
July  26,  1945.. 
July  27,  1945. . 
July  30, 1945.. 
Sept.  13, 1945. . 
Sept.  17, 1945.. 
Sept.  18, 1945.. 
Sept.  21,1945.. 
Sept.  25,  1945.. 
Sept.  26,  1945. . 


Amount 

Num- 

ber 

days 

un- 

changed 

Total 

Date 

Amount 

Num- 

ber 

days 

un- 

changed 

$43, 500. 00 

17 

Sept.  28, 1945.  __ 

$283, 079. 45 

4 

9 

$391,  500. 00 

Oct.  2,  1945 

265,  922. 59 

1 

243, 60Q.  00 

1 

243,  500. 00 

Oct.  3,  1945 

43,  500.00 

37 

205,  928. 17 

3 

617, 784. 51 

Nov.  9,  1945.  . 

80 

43, 500, 00 

46 

1,957,600.00 

Jan.  28,  1946 

25,000.00 

10 

163,  500. 00 

4 

654,000. 00 

Feb.  7, 1946 

36 

143, 421. 91 

1 

143,421.  91 

Mar.  16,  1946.... 

125, 000. 00 

91 

142. 421. 17 

242. 421. 17 

3 

4 

427, 263,  51 
969, 684.  68 

June  14,  1946 

260, 000. 00 

16 

224, 979.06 

1 

224,979. 06 

Total 

365 

183, 079. 45 

2 

366, 158. 90 

Average.  _ 

4 $1,132,317.80 
1 265,922.59 


260,000.00 
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UNITED  STATES 
ID  DECLARED  VALUE  EXC 
For  Calendar  Year  1945 


Form  1 ISO  unnu/Jimw  1 O 4 C 

JZLK1  CORPORATION  INCOME  AND  DECLARED  VALUE  EXCESS-PROFITS  TAX  RETURN  1 


or  fiscal  year  beginning  V..  , 1945.  and  tiding  . 1946 

PRINT  PLAINLY  CORPORATION'S  NAME  AMD  ADDRESS 

«r.  jcmis  — - 


(Hum) 

POST  OFFICE  BOX  lOUg 


..5hlp.tei-W.iAjt 


group  serial  mwi 

Imtmctio"  N)  „ 


19U 


CROSS  INCOME 

Cross  aaW(  whore  Inventories  at  a Lew.  Relnn 

11  ineviile-delcrmmii  g footer) 5.  1 alloweoca 

Le**  Coot  of  goed  i sold.  (From  Schedule  A) 

Cress  profil  from  sales 

Grots  receipts  (wliere  I-  ventoric*  aro  not  ao  Income-determining  factor). 

Less:  (Dost  of  open  tions.  (From  Schedule  B) 

Cro*s  profit  where  iovo  iior.es  arc  net  an  Income •dctersnic In g (actor - 

Interest  on  loans.  notH-  mortgages,  bends,  bank  deposit*,  etc - 


8.  Interest  on  corporation  bonds,  etc.  . 

ItollGl)  8IMv  «*'<«««  loo:»  * 
(llttisinmimo'  Inunl I- 


...SCIEDOLE  -A'fTJLCHED. 


li.  (s)  E*rc*a  of  net  short  loroi  capital  gain  over  got  loa6-le»m  capital  lose.  !F> 

((:)  Net  g Kill  (or  loss)  from  sale  or  exchange  of  property  other  than  capilal  aeset 

13.  Dividends  (From  Schedule  lij - l"“ 

U.  Oilier  ir.cqme.  (State  nature) - 

15  Total  income  In  items  3,  and  6 to  14.  Inclusive - 

DEDUCTIONS 

lBHBf»p«ns*!luu  <jf  olBovu  (From  Schedule  P) — — 

17.  Sidene*  aoti  si flK  (no.  deducted  alaewber*! — ——-"••••••••* 

1 8.  Ren : - - 

Ifl.  Uc|  air*  ; 

20.  Had  di-tui  (Ftotn  S nilule  C) - 

21.  

22.  Taxes.  (Frum  Schedule  H)  (Deduct  d.  caret:  value  oxccae  profits  lax  as  Item  35) 

23  Coat ribut)ios  or  gifts  mid.  (From  Sehedulo  1) 

2-1.  Lottes  by!  Ore.  ati.rm.  ihipwrcck,  or  other  casualty,  cr  theft.  [Submit  echedule) 

25.  Depreciation.  (From  Schedule  J) * 

20.  Depletion' of  mines,  oil  and  gas  tvcUs.  timber,  etc.  (Submit  schedule) ...» 

27.  Net  operating  loss  deduction.  (Submit  statement! - 

23.  Amortization  of  emcrguacy  facilitlee  (Submit  schedule) — - 

29.  (a)  Advertising ........ - 

(6)  Amounts  rootribu'ed  uuder  a pcr.sicr..  aooully.  stock  bonus,  or  proflt-sLarlug  plan,  etc. 

(c)  OUicrxhsdticUoos  .imhoriicd  by  low.  iFrctn  Schedule  10 . ...» 

33  Tojtal  deduct io-  s in  Hem*  19  to  29.  inclusive - ; 

31  Not  income  for  declar.  d value  exccra  profits  lax  computation  (item  )5 minua  item  39)  . 

32  Add:  lutereet  on  obligations  of  e<rnvo  instrument  ah  tie*  of  the  United  Males  s-wd 

. bcbecJulc  M.  line  15(a)  (3)  UV * - Leas  am- it: cable 

33.  Uxcras  of  u t long  tmn  cr.p;ti.I  gum  over  ml  ehorHerro  capital  loss.  (Froiri  Sct.«  du.e  C) 

34.  Total  of  line#  31,  32,  nod  33 — - 

35-  1a‘8s:  Declared  \ ilue  exrcss  prof.t*  tux..  — — 


ro  Srheiluh:  C) 

(From  Schedulo  D) 


Cash  Chadi  M,  O. 


*...555*680. 


39- 


379.784, 


s 155*895 


■155*89-5  ■ 


^ : 


35  Net  i^i' cf  tba 'Ucs'ted  to  V^ViS^nt^iVt«  i«^d 'ti'  March  I.  1041.  (Enter 

total  of  li'  oa  0 (a)  aod  32) •••••-* •' 1 

39.  Adjuatvtl  net  income  •*••• 

30  Lees:  Adjusted  e :ce«»  profit*  net  income  from  Form  1121  (Sec  liutmctloo  on  page  6) 

40.  Dividends  icrcivcd  credit  (66  percent  of  column  2.  Schedule  w *— * 

> percent  of  item  38  miutiB  Item  39,  above) 

41.  Normal-tax  net  Incon 


5,  but  not  in  exceee  of  85  ' 


44.  Balance  pf  i^coi 

45.  Total  declares  value 
48.  Total  ii 


TOT  At.  INCOME  AND  DECLARED  VALUE  EXCESS-PROFITS  TAXES 

me  tax  (tin.  28  or  59,  page  2.  whichever  is  applicable).  

Credit  for  mcome  taxes  paid  to  a foreign  country  or  United  States  possession  abowed 
a domestic  corporation - - 


15.  500  j 


t. 


Bnd  declared  value  ext 


line  8,  page  2). 


I6!j/565the  or  ’ 5Q.«UU% 


V... 155.895- 


f •155*895' 


8. .13,39.9. 


te- 

rn 


m 


|34~ 

t£ 


■We,,  the  undersigned,  president  (or  v 


Bubscrl  erl  and  aworn  to  beforo  1 


0 this day  of  -.SSpty^-r. 194.6 

..Np.tarx.  Publij?  | C0\F^RL*TE  | 


of  oncer  oUffilglsMUni  ooltn 


AFFIDAVIT.  (See  Instruction , E) 


PWBRTDFB.T... 

(PisjlOin  1 ir  olh*r  principal  offleir)  (Slat* IH!«) 

iBSAsms- 

(Trwlimc,  AMblool  Trcuurrr.  oi^ObW  Aocouallo*  OUcal 

1 aecoiupanylng  echerluloe  and 


atatements) — • r-  • 

of  which  I/we  bavc  auy  Imowlcdge. 
Subscriped  indtuon  to  before 


o this day  of  .. 


of  parson  propxrio*  ti 


(31.  caiuro  of  Oder  »4miolat»rln*  o.U) 
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SHIPYARD  PROFITS  589 


Line.  No. 
1.  Net  in 


DECLARED  VALUE  EXCESS-PROFITS  TAX  CONSPIJTATION.  (S*e  Computation  hut.  uctToriSJ 


ie  far  declared  value  extras  profils  lax  tail1; 
YaJuo  or  lajmsI  -.teak  os  declared  In  your  cnt>)i»l  stuck  tax  return  for  I 
Juno  SO,  iW'i  (or  lor  year  ended  June  M,  IKS.  if  your  iui»ns*  tot  fls 

hi  1>M  and  rmled  03  er  cf'-Br  July  II,  IMCJ 

8.  10  percent  of  line  2. 

\ Dividends  received  credit  (So  percent  of  column  2,  } 
excess  of  85  portent  al  item  28  minus  Item : 


□ 31,  page  1) 


....  fY- 
]>?. 


*.3*00.0*  OOP.  .00. . „ 


.500,000... 


:|m.. 


but  not  in  < 

6.  Palau oo  subject  to  d-.elRred  value  cxcuss-proUto  ta.r  (lino  1 minus  total  of  linen  3 and  4)... 

6.  Amount  taxable  al  fl.fi  percent  (8  percent  of  lino  2,  but  not  mors  toon  lino  6);  nod  *ax  ._.. 

7.  Balance  tor. abb  nt  >3.2  percent  (Leo  6 minus  lino  8,  column  I);  and  tox._ 


» JS£,£®lte. 


..I9.PiP.QC I 


Tore!  Jodlaicd  vatoe  ctccas-pfuSte  tox  (total  of  line  ft.  column  8.  vil  I mo  7,  column  3). 

INCOMt  TAX  COMPJ1 ATION.  (S*  o Com.nitsMen  Inslniclion:) 
l*IKn«.  W1  COUFUTaTIOn" 

KManc  coH'iiiTiOHj  *ira  kowahai  set  ihcuhb  hot  orpi  cu+i 

6.  Noiin.-.I-tfix  rot  income  (Itosn  41,  p»n«  1)  

10  Pitriiim  ■»(  lino  C (not  in  esorsj  of  JS.OOO);  and  u.t  nl  15  [wreent...  ... 

It.  IWti-'n  iflir-cfi  (in  excess  cl  35,000  and  not  h txca<*  of  SCO. 000) ; uod  tax  at  17  jiaroer.t.  .. 

12.  ?or?i<in  r.f  lino  9 (In  recess  a?  tHO, GOO  and  not  in  ouc.iwnf  $25,000);  and  tax  at  lOporccul.. 

13.  Puri  an  of  lino  3 (lo  tr«v-i  of  $25,fyX»i and  'ax  at  81  percent 

14  Toti  I n 


9 0% 

13  2%! 


x (total  tax  Ip  column  3 of  jinca  10,  11,  12,  and  13)... 


DOMEsne  coaremnem  myg  mwmitax  nei  incomes  op  ovfmtM  ahu  moot  coin  ounow  t (cages  is  waisos 
wnnis  THE  I'srrin  shtw  inttstEcms  op  iMikisr  or  NoktruOAi  net  wcoSb 

15.  Normal-tax  net  Income  (iteip  41,  page  1) 

16.  Normal  tax  (24  percent  of  line  18) 


1 t 37.359 

.17 

18% 

17% 

19% 

31% 

.*  3lo56: 

1 15*000 

i 5*ooo. 

•! iV3$9 

.00 

00 

CO 

17" 

f * 1 

24%  1 

surtax  Wi.iriruno;j 

17.  Net  Income  (Item  36,  p.sgo  1) 

18.  Lees;  Adjusted  excc.vr  profits  net  kicomo  (Item  39,  page  1)_. 

10,  DMdwrbrrtrlvu!  ,'redu  (8t  p.’ro»lof«lurin  S,  f-ohrdule  E,  but  uol  lo 

ejuesjatMnatrcitnr  line  17r.lnn<  IB  (eidiHlIiw  from  the  cvinnalu- 
Llcu  0 i rlAead  a reoUved  on  certain  ircfr.'nxl  atoek  of  a publfo  utility)} ..  . 

29*  Dividend*  pold  on  enrtafa  pnrlorrod  Block  II  taipayw  la  a public  utility. 

21.  Surtax  net  Income...- 


3£... 

CORPOSATIOIU  WITH  SURTAX  NET  INCOMES  NOT  OVER  Sse.tM 

22.  Portion  cf  line  21  (not  in  exccee  of  126,000);  mid  lax  at  10  percent,  (or  12  perctiot  in  the  case 

_ of  ft. consolidated  return) 5 

23.  Portion  of  line  « (In  excess  of  $25,000  and  not  in  cxoe'ra  of'scO.OOO)  ;7nd  tai'St  22^^n't" 

(or  24  pereort  in  tho  coee  of  a consolidated  return).,...-. 

24.  Total  surtax  in  column  3 of  linen  22  and  23 


*---155*895.. 

w. 

1W.5J6 

.3?.. 

$..-...37*359- 

17- 

*- .85x000.10)...  io% 


1?.359  1? 


25.  Surtax  not  income  (line  21  above)... 


CORPORATIONS  WITH  SURTAX  NET  INCOMES  OP  OVER  tU.«M 


. Surtax  (10  percent  »f  lice  25)  (or  78  percent  In  the  case  of  a consolidated  return) 

: Total  normal  tax  and  mirtax  (line  14  or  16,  plus  line  24  or  26rwbichcver  la  applicable)  — 


Total  tax  (line  27.  or  llna  31  Scheduio  C>... 


TAX  COMPUTATION  FOR  REGULATED  INVESTMENT  COMPANIES 
23.  Adjusted  net  Income  (item  88,  page  1,  but  computed  without  regard  to  eeotion  47  (e» 

80,  Add:  Net  operating  Ions  deduction  (item  27,  page  1) 

81.  . Total  of  lines  29  and  SOL 

32.  Less:  Exresaof  net  lone-torco capital  gain  over  ret  ehort-torincapilol  loss.  (Prtuoficftai«!«0>. 

83.  Adjusted  n.-t  Income  (computed  unri^r  sr  j'.lon  3(2  (i)  (I)) 

84.  Less:  Boole  mirtax  credit  (excluding  capital  gt:n  dividends)  computed  without  regard 

tn  paragraphs  (2)  and  (3)  of  section  27  (6).  (8-jbmit  schedule) 

85.  Supplement  Q net  Income.— — 

80.  Normal  tax  (24  percent  of  line  38).,—.— 

87.  Net  incoino  (Itom  Sfi.  pogo  1,  but  computed  without  regard  to  section  47  (e)) 

8?.  Add:  Met  operating  loss  deduction  (item  27,  page  1).......... 

89.  Total  of  lines  87  and  39 

40.  Loss:  Exccsoof  net  long-tom?  capital  g«lu  over  net  eborMenn  capital  lo®.  Odom  ouwdule  cl. 

41.  Net  income  (computed  under  section  362  (!>)  (2))_ 

42. 

credit.  (Submit  eohodio)... 

43.  Supplement  Q surt  ax  net  liioumo 

44.  Surtax  (18  penvr.t  of  Itua  43)— _ _■ 

45.  Nil  long-term  capital  gain.  (Fcuo  Schedule  C) 

40.  Less:  Nileliort-tom  capital  loss.  (Prom  Sohcdiile  Q...„ 

47.  Cap  it  si  gain  dlvirh-uda  paid.  (Submit  echfilnle) 

48.  Exceea  subject  to  tax 

40.  Tax  (ZiKpcmsnt  of  line  48) 


Total  tax  in  linos  30,  44,  and  49_. 


,75^ 

-2*55D- 


.a. 95.0. 

5x951 


l-QO-.- 

.00... 


$ —.2*500. 

?.,m. 


3Z 


-5j-2X9- 


...13*500. 


QQ— 

02 


36" 


Inventory  at  beglnrlrg  of  year...— 

Material  or  merchandise  bought  for  manufacture 


8olarlea  and  wages... 


OUit-r cotta jx-r Uv,t*.  (Attach  Itemised cchcdule). 

Total... *. 

Loss:  Inventory  at  end  of  year 

Coat  of  good*  sold  (rntoroaltom?  page  J) 


StfuJWt  C- -Tesewte  3cl  eJutoC  (Yota  llaM  rtmoM  U s-._-.rr-l  -.sc  u>»I  io 


Salaries  and  wages 

| Other  costs  (to  be  dutalled)  s 
(«) 

(6) 

(«>  

<J)  - 

W— 

Total  (enter  aa  itora  8, 


3chatlule  D.— CAINS  AND  I. 


th  and  m a pail  of  this  retvm. 


1.  Dcorlp'.loa  o(  Tropeny 

J.  Bets  Acnulred 

I.  Grooa  SslM  rrios 
(Cos  treat  prioo) 

1 CoN  or  OUhc  Bute  ! 

S.  Eip*f\Msr3ileaud 
Coot  <1  Imprsrsuieiitj 
euhMqur'Dt  to  AcuuhL 
Oanar  toareb  I.IM 

a Beprevlfltlca  Allowed 
(oraUowal,!.')  Slues 

< ForrUNi'itsu&f ) 1 

^7.^0ijn^o/Loos^(eolDniB  ‘ 
•aa  et  pciutoh)  1 ted  a) 

* i 

$ '. 

F 

8 | 

F 

* 

i_ 



ir: 





— 

Total  net  gfci,,  (or  lose).  (Enter  aa  item  12  (t>,  p.iee  !) 

- 

C 

FI 

S— J®****  Mem  c4 jWT»perts  reportexi  In  SdiedutoXXr  (II  hc*r:oi»rtyy»M  mkiuItkI  . . 

part-MW  cmnoi  dlrtrtlr  or  UulW.ly  mors  !h,n  OI  perMD'.™  T; 

B»flfll»eaj..(»1  rt«h  and  MKuoeotlo  value  alyauroipital  Nook  wMownad  directly  srlDifirKtiy  by  or 


b»n  W ptrcint  In  value otlta  eajdtal  steak  to  owtiod  dlaeolly  a iodiiecllj  by  yt 


i H.  Ss.  >7®  jp”*ha»r”™  ^ SrpSitka'.'oifi^ tksa'ei  ^ ‘poreeuFE 

t Us  tamo  ludlvl'Jusior  hla  imliy,  sna  (s)  whwe  piuvlisser  vu  a owporetloe,  whelhw  axn 
U so.  Blste USHJ6  and  uddxtM  ol porohaxr  , , , 


93488 — 46 38 
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590  SHIPYARD  PROFITS 


Schedule  E. — INCOME  FROM  DIVIDENDS 


1.  Nia*  nd  Addre*  »f  Pirlfl*  Corporal  ton 


TcUls — - 

Tots!  of  column*  2,  3.  and  4.  (Entor  a 


3.  Tortlgn  Corporetloni 


1 Othw  CozpotiUono 


rvx.ia.ira  cm., 

In  cue  of  share  asoow 
should  be reporWdln 


to  .nto«?fn4wluSmd 1-™“'  ' , <nd  ,n  casoof  share  ac»unta  Iwi-hI  prior  to  March  ».  IMS.  'hwiM  not  to  listed,  hut  tto  treounl  should  to  huiluM  In  lUM.  M 

w.  ssyssararfas  asss  **»»«  «*  comma .. _ 


Schedule  F.— COMPENSATION  OF  OFFICERS 


i.  Name  aud  Art  lreac  ol  Offlwr 


Total  emritiee'aaUoo  of  officers.  (Enter  at  item  Ifl,  page  Q - _ 

itew.-aSaTTaFp ■ ■iuhate)  .1.°  r.,.t t.  «ia  •'  1.  mm  .1  us.ooo  »» r»M  IQ  W ■««* 


mi... 

1912... 

1043  .. 
1PM  - 
IMS  .. 


Schedule  G.— BAD  DEBTS.  (See  Imtruction  20)  (See  notea  1 and  ?.) 

2.  Net  Income  Reponed 


3,  Baloe  on 


. Dad  Debts  of  Corpora* 
Him  It  No  Reserve  la 
Carried  on  Roots. 
(Be*  nolo  I) 


II  Cotporutlon  Carries  a Roacrva- 


the  year  should  be  reported  in  Schedulo  C.  - — 

Schedule  I.— CONTRIBUTIONS  OR  GIFTS  PAID.  (See  Instruction  23) 


Schedule  H.— TAXES.  (See  Instruction  22) 


Total.  (Eater  as  item  2. , page  1?— 


id  Addic*  of  Orteu  Ira 


5wUw.c.vi3.«-.Ri. o. Aattoa » .of.Amerlo* ... 


Total.  (Enter  as  item  23,  page  1,  subject  to 

6 percent  limitation)  (Sco  1 uat  ruction  23)|  $-. 


Schedule  J.— DEPRECIATION.  (See  Imtruction  25) 


Kind  of  Properly  (If  buildings,  alale 
malarial  of  which  eomlruciM) 


car  uoadspra- 
la  properly) 


B.  Depreciation  ^ Al- 
ablal  la  Prior 
Teari 


8.  Remaining  ^Catt 


WS 


0.  DepreelaHon  Ah 


Total.  (Enter  an  Item  35.  page  »)... 


Schedule  K.— OTHER  DEDUCTIONS.  (See  Instruction  29) 


QUESTIONS 

during  the  taxable  year  80  percent  or  more 

another  corporation  either  domestic  or  loroiEnr 

corporation,  individual,  partnership,  trust,  or  association  own  at  any 
time  during  the ’arable  year  60  percent  or  more  of  the  tojT»orr;ti«»ii  • 
votinK  stock?  . .NiX— - (If  cither  answer  la  yon,  nttaoh  separata 
schedule  showing:  (1)  Nome  and  address;  (2>  percentage  of  stock  ow  ned; 
13)  date  stock  was  acquired;  nod  (4)  the  collector  s office  in  which  the 
Income  tax  return  of  such  corporation,  individual,  partnership,  truBt, 
or  association  for  the  last  taxable  year  was  filed.) 

12.  Is  this  return  made  on  the  basis  of  cash  receipts  and  disbursements! 
...So....  If  not,  describe-  fully  In  separate  statement. 

13.  Has  the  corporation  in  this  return  taken  a derlnrtlr.u  for  any  arao'i^ 

of  wages  or  salaries  representing  an  increase  or  dccrenoc  In  rater  (An- 
ewer  “yee"  or ,,no,,)..!..ARS.  If  attach  statement  aa  required  by 
Instructions  10  and  17.  , , u,. 

14.  Slate  whether  the  inventories  at  the  beginning  and  end the 
year  wore  valued  at  cost,  cr  cost  or  market,  whichever  in  lower 
not. .applicable  If  other  basis  fe  used,  explain  tally  In  aeparat* 
statement  giving  date  inventory  was  Iant  reconciled  with  stock. 

15.  Did  the  corporation  make  a return  of  iuformatioo  on  Forms  109B  and 

10BP  or  Form  W-2a  for  Uie  calendar  year  1045  (see  Instruction 
G-(i))? Xss 

10.  Hbs  any  transaction  described  in  Tnntnietion  G-(4)  occurred  on  or  alter 

October  8, 1940?  (Answer ‘‘yes’  or  no  ) AD. 

17.  Did  the  corporation  at  any  time  during  the  taxable  year  own  directly  or 
indirectly  any  stock  of  b foreign  corporation.  -Ho - - 
statement  as  required  by  Instruction  K--(3).) 
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SHIPYARD  PROFITS  591 


SchaduU  L.— BALANCE  SHEETfli^lSoa  Instruction  L) 

J De£[ODlDE«f  Taiohlo  Year 

i ai-.quuI  | T.lll 


I.  Caab ~ 

3.  Note*  siid  accounts  receivable) 

Losu:  Reserve  for  bad  debts. 

8.  Inventories  (itemize  In  arpsrat*  nchc<l-.i!e) 

4.  Investments  In  gnvcnwnental  obligation.): 

(»  Cl  Terrify. tltonsr'.  SC  ta»  Ducict 

<M  OKIpni»nic:iU«Ueit»i8i«iM 

<■>  oilffiilsaSttSMMfeiii  T i»t4 jVliadJ  pfl’oV  l«’M#Vcii ' ' ‘ 

(J;  T.m»i  ry’e'jt«;isii«b  on  cr'aite  t 'fitocainit  V. -.odVli inter  ebpgv ' ' 

I’olir'l  3UIM  l»o*i  on  or  a'ur  Msreb  l.tw 

(0  Obln'  or:..t  aairuoasleUtlve  •'!  im  Uoliw  slat:-* 

<:)  br.lrnu.oi  c!  Federal  land  bMnto.Fdt.1  iioc«  toad  b«o*>.ard  Todc*! 

.<>: ri a)  - ■<>  -c  crccii  Mik»Imi..-I  ntier  to  Mw:Ji  I.  IMl 

(J!  Ot  l^'i.u  j-ird  tr  ottiM  ln.°D«aMi.UUilttcf  ite  United  thi:oe  into r 
(3!  <‘l  lrvM.Moi«:i  liiii  jiL«it»iiil«  <4  uiv’Oii  Vod itaialVRu&J'ci  or  «iier  ' 
March  I.  !MI„ 

6.  Otbcr  inv^itinrala  (itemize).... — 

6.  Capital  msqIs: 

In)  Depreciable  assets  (itemize  In  separate  sebcduM... 

Leaa:  Reserve  to r deprecation....... 

(6)  Depictsblo  assets 

Less:  Roservo  for  depletion 

(e)  Lnu  j 

V.  Other  assets  (itemize) — 


..SCHFDULE.  ATWCHED 


8.  Total  Assa-rs » - 

LIABILITIES 

0.  Aocounts  payablo ..... 

10.  Bonds,  notes,  and  mortgages  payable: 

(o)  With  original  maturity  of  less  than  1 year.— 
(6)  With  origins',  maturity  of  1 year  or  more 

11.  Accmcd  expenses  (itemiza).. — 


>3.  Other  liabilities  (I  tom  It©)... 


I.  Burping  reserve*  (Itemize  In  separata  schedule-). _ 

,.  Capital  stock:  Number  of  sharca  at  end  of  year — 

(a)  Preferred  stock.. (... ) 8 — $. 

(ft)  Cpsur.on  stock — — - ) - 

i.  Paid-In  or  capital  surplus- v-  

I Earned  sarpl  ji  and  undivided  profils — 

Total  Lupiutub f $ 

Schedule  M.— RECONCILIATION  OF  NET  INCOME  AND  ANALYSIS  OF  EARNED  StUtPLOS  AND  UNDIVIDED  ~PROFITS~ 


1.  Total  distributions  to  stockholders  charged  to 

earned  surplus  during  the  Utzable  year: 

(а)  Cash — - 

(б)  filock  of  tbc  corporation — 

(e)  Other  properly 

2.  Contributions  (czcr.e  over  G percent  Utrillo* 

tion) - 

I.  Federal  ii.ee me  and  excess-profits  taxes . 

t.  lnconi*  taxes  claimed  os  a credit  In  whole  or  In 

part  la  Uetc  48.  page  1... 

5.  Federal  taxes  paid  on  taz-lrra  covenant  bor.de  . 

1.  Excess  of  capital  losses  over  capital  gains 

1.  Additions  to  surplus  reserves  (list  separately): 


. Other  unallowable  deductions: 

(fl)  

(M  - 

. Adjustments  not  recorded  on  books  (Itemize) : 

(a)  - - — 


. Sundry  debits  to  earned  surplus  (itemize) : 

(■»)  


13.  Earned  surplus  and  undivided  profits  at  close 

of  preceding  tnxablo  year  (Schcdulo  L) 1 

14.  Adjusted  not.  income  (item  38,-  page  1) 

15.  Nootaxshlo  and  partially  exempt  income; 

(a)  Interest  on: 

(1)  Obligations  nf  a Slate.  Territory,  or 

political  subdivision  I'nuvof.  or  the  District  of 
Columbia,  or  United  St airs  possessions 

(2)  Obligations  c-f  tho  Hinted  Stale-:: 

(i)  Obligations  Issued  mi  or  before  Rep. 
tetober  I,  HT.7;  ail  pcstltl  savings 
bonds.  Treasury  notes  issued  prior  to 
December  1.  1940;  end  Treasury  bills 

issued  prior  lo  March  1,  104! 

(II)  United  SiAtcs  savings  bonda  and 
Treasury  bonds  owned  in  the  principal 
amount  of  $5,000  ar  lees,  issued  prior 

tu  March  1,  1941... 

(Ill)  United  Stoles  savings  bonds  and 
Treasury  bonds  owned  In  excess  of 
the  principal  amount  of  $5,000  issued 

prior  to  March  1,  1041 

(8)  Obligations  of  instrumentalities  of  the 
United  States: 

(I)  Obligations  of  Federal  land  banks, 
joint  stock  land  banka,  and  Federal 
Intermediate  credit  brfiks  issued  prior 

to  March  I,  1041 

(II)  Obligations  is&ucd  by  other  instru- 
mentalities of  tbc  United  States  prior 

to  March  1,  1011 

(i)  Otbcr  noataxsblo  Income  (Itemize): 


. Earned  enrp'.us  and  undivided  profit*  at  close  ...  WDtr  noaioxsmo  income  (itemize): 

of  the  taxable  year  (9ohsduk>  L) 

. • Total  of  linos  1 to  ll_ .....  , (£1— ‘- — • — : — : - ,-••••*-. 

18.  Chargee  against  surplus  reserves  (itemize). 

17.  Adjustments  not  roe o.-<ied’oobooks  (itcmize): 
i 18.  Sundry  credit3''to’earced  8urpVu«  '(Vtciniz'ej:''’ 


I | ||  19. Total  d(  lines  !3  to  18 $. | 

EXCESS  PROFITS  TAX.  (See  Instructions  for  Form  1121) 

»«)  la  an  excess  profits  tax  return  on  Form  1121  being  filed  for  the  tnxablo  period  covered  by  this  return? .Y.ftP....... 

ft)  If  a personal  service  corporation  (other  than  a member  of  an  ft/Tillatco  group  of  corporations  filing  a consolidated  return)  signifies  below  Its  dmire 
not  to  bo  subjoot  to  tho  excess  profits  tax,  it  Bball  bo  pxompt  from  Buoh  ins  and  tno  provisions  of  Sapploment  S,  Chapter  1,  shall  apply  to  tUo 
shareholders  In  atlch  corpoi  mon  who  were  such  shareholders  on  tho  last  day  of  the  taxable  year  of  the  corporation.  (Attach  Form  1121  PS) 


irehoiders  in  such  corpoi  mon  who  were  such  shareholders  on  tho  last  day  of  the  taxable  year  of  the  corporation.  (Attach  Form  II 21  PS) 

rpo  ration  olalma  oxntfiption  under  section  727  of  the  Internal  Revenue  Code,  state  basis  of  claim ”—11—111111 1 1 IIIIIII 

i excess  profits  tax  return  is  not  being  filed  for  tho  reason  that  it  is  claimed  that  the  excess  profits  net  income  computed  under  the  invested  capital 
Hiod  is  not  greater  than  (l)  $10,000  for  a taxable  year  ending  in  1945,  or  (2)  an  amount  equal  to  tho  sum  of  the  portion  of  $10,000  applicable  to 
: part  of  the  year  falling  In  1945  and  tho  portion  of  $25,000  applicable  to  tho  part  nf  the  year  falling  in  1945,  In  cane  of  a taxable  year  beginning 


the  part  of  the  year  /(filing  In  1945  and  the  portion  of  $25,000  applicable 
in  1945  aud  ending  in  1048,  tho  following. Schedule  N should  bo  filled  in. 
profits  tax  return.  Schedule  N.— EXCESS  PROFITS  I 


jid  tho  portion  of  $25,000  applicable  to  the  part  of  the  year  falling  in  1946,  In  case  of  a tnxsbjo  year  beginning 
wing. Schedule  N should  bo  filled  in.  The  completion  of  SrhcJule  N does  not  constitute  the  filing  of  an  excess 
Schedule  N.— EXCESS  PROFITS  NET  INCOME  COMPUTATION 


1.  Normal-tax  not  income  (computed  without 
credit  for  incomo  subject  to  excess  profits 
tax  and  dtvidonds  received  c rod  10  (item  38, 
P“8«  1) - - 

$ 

8.  Dlv(<ldaOl  received  cr&llt  adjust  me  lit  (Item  13.  paco  1. 
etch.-1'Dt  :*o  sura  el  to)  divide-. )» racvlvvd  'Mlual  m 
c*)3»i native)  l.-ora  !„:«•, o (wseael  Sc:dl3»  ceoipetlee. 
and  (M  d-videnJe  ceoe'.v*:  eo  e-.ort  Sal-J  pt.ne.lly  tot 

7.  Net  (-nlD  from  talc  crcxchaogsof  capital  aasets 

(Item  12  (o),  plus  item  33,  page  1) 

8.  Income  from  retirement  c r discharge  of  bonds. 

3.  GO  percent  of  interest  on  borrowed  capital 

4.  Adjustment  to  net  operating  loss  deduction 

$ 

under  section  711  (a)  (2)  (E) 

G.  Total  of  lines  1 to  4 

8.  Refunds  and  interest  or*  Agricultural  Adjust- 
ment Act  taxes 

10.  Recoveries  of  bad  detts 

- 

11.  Total  of  !icp<>  6 lo  10 

$ 

12.  Excess  profits  net  income  (for  purpose  o(  determining  necessity  for  filing  return)  (line  5 minus  line  11) 

$ 
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St.  Johns  River  Shipbuilding  Co.  computation  of  tax  January  1,  19. ft,  through 

June  SO,  1946 

Normal  tax  net  income  (item  38,  page  1,  form  1120) $155,895.49 

Percent 

Normal  tax 24 

Surtax 14 


Total- 


38  59,  240.  29 


Total  due  181/365  or  49.589  percent 29, 376.  67 

| SUMMARY  OF  TAXES 

July  1,  1945,  to  December  31,  1945  : 

Income  and  surtaxes $6,  704.  84 

Excesq  profits  tax 50,  549.  34 

57,  254. 18 

January  1, 1846,  to  June  30, 1946 : As  above 29,  376.  67 


Total . 


86,  630.  85 


[Form  1120,  page  1,  items  1-31] 


St.  Johns  River  Shipbuilding  Co.  corporation  income  and  declared  value  excess- 
profits  tax  return  for  fiscal  year  beginning  July  1,  191/5,  and  ending  June 
SO,  191/6 


Income  from  construction  fees  and  custody  allowances-  $423,  000.  00 


Interest  received 8,  924.  91 

Income  frqm  repair  contracts 33,  669.  07 

Miscellaneous  3,  694. 93 

Recovery  of  Items  declared  nonreimbursable  in  prior 
years : 66,  391.  48 


Total  income 

Costs  and  Expenses : 

‘Officer^’  salaries : 

Employees’  salaries  and  wages 

Interest  on  bank  loans 

Social  secur  ;ty  taxes 

Legal  :expense — 

Ceremonial  launching  expense 

Insurance 

Material  used  on  repair  contracts 

Travel  and  entertainment 

Miscelalneous 

Donations 


$535,  680.  39 


$62, 959.  94 
257,  046.  73 
1,  648.  09 
6,  331.  03 
13, 964.  43 
3,  200.  32 
829.  79 
10,  490.  83 
9, 912.  04 
13,  351.  70 
50.00 


Total  expenses. 
Net  ^ncome 


379,  784.  90 
155.895.49 
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Schedule  F — Compensation  of  officers 

St.  Johns  River  Shipbuilding  Co.  corporation  income  and  declared  value  excess- 
profits-tax  return  for  fiscal  year  beginning  July  1,  1945,  and  ending  June  SO, 
19^6 


Name  and  address  of  officer 

Official  title 

Time  devoted 
to  business 

Percentage  of 
corporation's 
stock  owned 

Amount 
of  compen- 
sation 

Com- 

mon 

Pre- 

ferred 

James  C.  Merrill,  Jacksonville,  Fla... 
Kenneth  A.  Merrill,  Jacksonville, 
Fla. 

D.  J.  O’Mahoney,  Jacksonville,  Fla- 
il. M.  Heckman,  Jacksonville,  Fla.-. 

im 

2^ 

None 

None 

None 

None 

None 

None 

None 

None 

$23,000.00 

13. 000.  00 

10.000. 00 

6,626. 61 
10, 333. 33 

Vice  president  and 
secretary. 

Full 

62, 959.  94 

Schedule  L— Balance  sheet 

St.  Johns  River  Shipbuilding  Co.  corporation  income  and  declared  value  excess - 
profits-tax  return  for  fiscal  year  beginning  July  1,  1945,  and  ending  June  SO, 
191f6 


Beginning  of  taxable 
year 


End  of  taxable  year 


ASSETS 


Cash 

XT.  S.  Government  bonds 

Accounts  receivable 

Miscellaneous  accounts  receivable. 
Furniture  and  equipment 

Total  assets.. 


LIABILITIES 


$160, 683. 79 
250,000,00 
914, 916.  53 
81,  289. 97 
1,052. 45 


1,407,942.  74 


$57,957.35 
500, 000.  00 
64, 218. 55 
48, 251. 07 


670,  426. 97 


Accounts  payable 

Notes  payable 

Trust  accounts:  Liabilities  to  employees: 

Unclaimed  wages. 

For  purchase  of  war  bonds— 


83, 219.  26 


1, 865. 00 
450,000. 00 


$16, 406.  48 
60, 585. 03 


$4,  657. 64 


Total. 


76, 991.  51 


4, 557.  64 


Deduct  funds  on  deposit  in  Atlantic  National  Bank  in 
trust: 

War  bond  trustee  account 

Unclaimed  wages  trustee  account 

Total 

Accrued  liabilities: 

• Salaries  and  wages 

Taxes  (other  than  corporation  income  tax) 

Income  and  cxccss-proflts  tax  (current  year) 

Income  and  excess-profits  tax  (prior  year) 

Insurance 

Rent '.i..-.; 

Bonus  fund 

Capital  stock,  common 

Earned  surplus 

Total  liabilities- 


60, 585. 03 
16,  406.  48 


76,  991.  51 


262, 062.  83 
239, 775.  71 
418,  500.  00 
202.  82 
17, 670.  00 
7, 500.  00 
68, 419.  60 

1,014,130.96 

600.  00 
309, 992.  52 

310, 592.  52 


1, 407, 942.  74 


4,557.64 
4,557.  64 


1,021.68 
1,  616.  61 
86, 630.  85 
i 15,  820. 11 


313.  00 
144, 805.  94 


73, 443. 03 

145, 118. 94 
670,426. 97 


1 Red  figures 
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Schedule  M 


St.  Johns  River  Shipbuilding  Co.  reconciliation  of  earned  surplus  as  at 
' June  SO,  1946 


Debit 

Credit 

Balance 

$309,092.62 

Items  applicable ’to  p rior  years  covered  by  tax  credit  letters  dated 
Apr.  1, 1946  - 

$2,498.92 

$1, 799.  22 

6, 482. 82 

Items  charged  oft  prior  years  (but  not  taken  as  tax  deductions^) 
which  have’  been  recognized  by  the  United  States  Maritime 
Commission  as  items  of  cost  and  reimbursed  by  the  U.  S.  Mari- 

4,667.63 
281. 70 

202. 82 

7, 886. 17 

Adjustment  of  amount  in  excess  of  actual  tax  liability  for  the  fiscal 

8, 921. 78 

7,448.25 

16,370.03 

318, 914.  30 

Net  profit  after  income  and  excess  profits  tax  for  fiscal  year  ended 

69,  264.64 

i 243,373.00 

Less: 

Repurchase  and  cancellation  (287  shares  June  26, 

1946)-.. $143,600.00 

Less:  Par  value— 287.00 

Distribution  in  liquidation,  June  26,  1946 

143.213.00 

100. 160. 00 

1 174,108.36 

144, 805. 94 

i Item  No.  23,  page  4,  form  1121:  of  $143,500  plus  $100,160  above,  lass  current  profit,  $155,895.49,  equals 

reduction  in  equity  invested  capital,  $961.80. 

* Red  figures. 


St.  Johns  River  Shipbuilding  C’o.  (Jacksonville,  Fla.)  Corporation  Income 
Tax  Return  foe  Fiscal  Year,  Ended  June  30,  1946 

STATEMENT  WITH  RESPECT  TO  CHANGES  AFTER  OCTOBER  3,  1942,  IN  WAGES  OR  SALARIES 
AS  REQUIRED'  BY  QUESTION  13,  PAGE  3,  FORM  1120 

The  taxpayer,  since  October  3,  1942,  has  increased  the  wage  or  salary  rate  of 
numerous  employees.  Such  increases  which  required  the  prior  approval  of  the 
National  War  Labor  Board  of  the  Commissioner  of  Internal  Revenue  have  had 
such  approval. 

Such  increases!  which  required  no  prior  approval  of  the  National  War  Labor 
Board  of  the  Commissioner  of  Internal  Revenue  have  been  made  in  accordance 
with  the  terms  of  a salary  agreement  or  salary  rate  schedule,  and  as  a result  of 
reasons  or  circumstances  prescribed  in  orders,  rulings,  or  regulations  promulgated 
under  authority  of  the  act  of  October  2,  1942.  No  wage  or  salary  decreases  in 
contravention  of  the  oders,  rulings,  or  regulations  promulgated  under  authority 
of  the  act  of  October  2,  1942,  have  been  made  by  the  taxpayer  since  October  3, 
1942. 

I certify  that,  to  the  best  of  my  knowledge  and  belief,  the  foregoing  is  a true 
and  correct  statement.  I further  certify  that  data  and  information  with  respect 
to  such  increases  are  available  for  examination  by  authorized  representatives 
of  the  Bureau  of  Internal  Revenue. 

St.  Johns  River  Shipbuilding  Co., 
— , Treasurer. 


Exhibit  26 

Betphlehem-F airfield  Shipyard,  Ino., 

Bethlehem,  Pa.,  August  14,  1946. 
Merchant  Marine  and  Fisheries  Investigating  Committee, 

House  of  Representatives,  United  States, 

Washington  25,  D.  C. 

(Attention  Marvin  J.  Coles,  Esq.,  general  counsel.) 

Gentlemen  : In  response  to  your  letter  of  July  27,  1946,  we  are  enclosing  here- 
with the  Information  requested  therein,  except  for  that  with  respect  to  three  of 
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the  Items.  We  are  presently  engaged  in  assembling  the  data  required  in  con- 
nection with  those  items  and  hope  to  be  able  to  submit  the  remainder  of  the 
information  within  3 weeks. 

Very  truly  yours, 

BeTHLEHEM-FAIRFIELD  SHIPYARD,  INC., 

W.  H,  Vannatta,  Assistant  Comptroller. 

BKTII LEHEM- FAIR FIEI ,D  SHIPYARD,  INC. 

ANSWER  TO  QUESTIONNAIRE  OP  THE  MERCHANT  MARINE  AND  FISHERIES  INVESTIGATING 

COMMITTEE,  UNITED  STATES  HOUSE  OF  REPRESENTATIVES,  DATED  JULY  27,  1946 

Item  1 : The  date  on  which  your  company  was  formed , and  a-  copy  of  its  corpo- 
rate charter. 

Answer : Bethleliem-Fairfield  Shipyard,  Inc.,  was  incorporated  in  the  State  of 
Maryland  on  January  21,  1941.  A copy  of  its  corporate  charter  is  submitted 
herewith.  / 

Item  2 : The  total  capital  of  your  company,  giving  a break-down  of  the  types 
of  stock  and  securities. 

Answer : The  total  capital  stock  of  the  company  consists  of  10,000  shares  of 
$100  par  value  each. 

Item  3 : The  names  of  all  officers  and  directors,  and  a statement  of  their 
annual  compensation. 

Answer : 

A.  B.  Homer,  director  and  president,  February  3,  1941,  to  date. 

R.  E.  McMath,  director,  vice  president,  and  secretary,  February  3,  1941,  to 
date. 

C.  R.  Holton,  director,  vice  president,  and  purchasing  agent,1  February  3, 

1941,  to  date.  ' 

J.  M.  Larkin,  director  and  vice  president,  February  3,  1941,  to  date. 

F.  A.  Shick,  director,  vice  president,  and  comptroller,  February  3,  1941,  to  date. 

J . M.  Willis,  vice  president  and  general  manager,  February  3,  1941,  to  date. 

W.  H.  Collins,  vice  president,  December  21  ,1945,  to  date. 

W.  H.  Johnstone,  assistant  secretary,  February  3, 1941,  to  date. 

W.  M.  Driver,  assistant  secretary,  February  3,  1941,  to  date. 

A.  J.  Slater,  assistant  secretary,  February  3, 1941,  to  date. 

A.  A.  Jenkins,  assistant  secretary,  May  4,  1942,  to  date. 

W.  J.  Brown,  assistant  secretary  and  assistant  treasurer,  February  3,  1941, 
to  date. 

J.  P.  Bender,  treasurer,  February  3,  1941,  to  date. 

C.  E.  Snyder,  assistant  treasurer,  March  2,  1942,  to  date. 

R II.  Schlottman,  assistant  comptroller,  February  3,  1941,  to  date. 

W.  H.  Vannatta,  assistant  comptroller,  July  19,  1943,  to  date. 

IT.  J.  Harper,  assistant  comptroller,  July  19,  1943,  to  date. 

P.  S.  Killian,  purchasing  agent,  February  14,  1944,  to  date. 

Only  two  of  tile  above-named  officers  and/or  directors  received  compensation 
from  the  Bethlehem-Fairfield  Shipyard,  Inc.  Such  compensation  was  as  follows : 


Item  4:  The  names  of  all  officers  and  employees  who  have  received  compensa- 
tion of  over  $15,000  per  annum,  giving  the  amounts  received  and  the  extent  to 
which  such  payments  were  reimbursable  by  the  Maritime  Commission. 

i Purchasing  agent  to  February  14,  1044. 


B.  Homer,  president : 


1941  $25,  000.  00 

1942  20,  416.  67 

1943  20,000.00 

1944  20,  000.  00 

1945  20, 000.  00 

1946  None 


From  Mar.  1. 


'.  M.  Willis,  vice  president 
and  general  manager : 


1941  1 $20,  833.  30 

1942  25,000.00 

1913 25,000.00 

1944  25,  000.  00 

1945  25,  000.  00 

1946  None 
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Answer : 


Name 


A.  B.  Homor. 


J.  M.  Willis.. 


T.  S.  MeElroy... 
W.  C.  Reynolds. 

<J.  J.  McVicarJ-. 
A.  M.  Clark 


Total  amount 

Position 

Year 

Compensation 

paid 

reimbursable 
by  Maritime 
Commission 

1941 

$25, 000. 00 

None 

1942 

20,415.67 

None 

1043 

20,000.00 

None 

1944 

20,  000. 00 

None 

1945 

20,  000.  00 

None 

1946 

None 

None 

Vice  president  and  general  manager 

. 1911 
1942 

20, 833.  30 
25, 000.  00 

$7,891.30 
18, 796. 00 

1943 

25,000. 00 

20, 409. 00 

1944 

25,000.  00 

19,495.00 

1945 

25, 000.  00 

16,  371. 00 

1946 

None 

None 

1942 

25,  279.  00 

18, 000. 00 

1943 

16, 190.  00 

13, 500. 00 

Production  engineer  yard  manager — 

1942 

1944 

16,193.00 
18,  935.  00 

12,  000. 00 
18, 000. 00 

1945 

19,  325.  0.0 

16, 120. 00 

1946 

None 

None 

1942 

. 24,822.00 

15, 000.  00 

1943 

20,  826. 00 

15, 000. 00 

1944 

19. 142.  00 

15,000.00 

1.942 

15,  035.  00 

15, 035. 00 

1945 

20,  349.  00 

20.  020.00 

1946 

None 

None 

Item  5 : tfhe  names  of  all  persons,  associations,  or  corporations  holding  5 percent 
or  more  of  ihe  capital  stock  of  your  company,  giving  the  amounts  of  capital  stock: 
held  l>y  each.  . „ , 

Answer:  All  of  the  outstanding  capital  stock  of  Bethlehem-Fairneld  Shipyaru, 
Inc.,  is  held;  by  Bethlehem  Steel  Corp.,  a Delaware  corporation.  . 

Item  0 : I’he  shipbuilding  experience  prior  to  19J/0  of  all  officers,  directors,  ana 
stockholders  holding  over  5 percent  of  your  capital  stock. 

Answer : Bethlehem  Steel  Corp.,  a New  Jersey  corporation,  and  Bethlehem  Steel 
Corp.,  a Delaware  corporation,  its  successor,  through  one  or  more  subsidiary  com- 
panies (including  Bethlehem-Fairfield  Shipyard,  Inc.),  have  been  engaged  in  the 
shipbuilding  and  ship-repairing  business  since  the  incorporation  of  the  New 
jersey  corporation  in  1904.  Prior  to  1941  such  subsidiaries  constructed  over  900 
naval  and  commercial  vessels  of  all  types  and  sixes,  including  battleships,  air- 
craft carriers,  heavy  and  light  cruisers,  destroyers,  submarines,  naval  tugs,  pus- 
senger  liners,  cargo  and  cargo-passenger  ships,  tankers,  trawlers,  ferries,  yachts, 
find.  dredged. 

A.  B.  Homer,  director  and  president,  and  now  president,  of  Bethlehem  Steel 
Corp.  and  6f  all  its  subsidiary  companies  engaged  in  the  shipbuilding  and  ship- 
repairing business,  has,  following  ii  period  of  submarine  service  with  the  Navy, 
been  actively  engaged  in  a supervisory  capacity  with  one  or  more  of  such  sub- 
sidiary. companies  since '1919,  and,  in  his  21  years  of  service  prior  to  1941,  has 
covered  all  phases  of  such  business  with  the  Bethlehem  organization. 

W.  H.  Collins,  vice  president,  and  now  vice  president  in  charge  of  ail  ship- 
building arid  ship-repairing  activities  of  the  subsidiary  companies  of  Bethlehem 
Steel  Corp.'  has  i>een  almost  continuously  engaged  in  the  shipbuilding  and  ship- 
repairing business  since  his  graduation  from  college  in  1915. 

J M Wijllis,  vice  president  and  general  manager,  was  in  direct  charge  ot  all 
operations  ;of  the  Fairfield  yard.  For  a period  of  43  years  prior  to  1941  be  held 
various  positions  in  commercial  and  navy  yards,  and,  for  the  last.  26  of  those  43 
years,  he  Was  the  manager  of  various  shipbuilding  and  ship-repair  yards. 

All  the  other  officers  and  directors  hold  similar  offices  in  the  otlier  ship- 
building arid  shir-repairing  subsidiary  companies  of  Bethlehem  Steel  Corp.  l heir 
length  of  service  prior  to  1941  with  one  or  more  of  such  shipbuilding  and  ship- 
repairing subsidiaries,  and  with  companies  the  assets  of  which  were  acquired  by 
one  or  moiie  of  such  subsidiaries,  is  shown  below: 


Approved  For  Release  2003/10/10  : CIA-RDP64B00346R000400060002-4 


Approved  For  Release  2003/10/10  : CIA-RDP64B00346R000400060002-4 

SHIPYARD  PROFITS  597 


Name 

Position  _ 

Length  of 
service 
prior  to 
1941  (years) 

23 

35 

37 

F.  A.  Shick 

34 

16 

W.  M.  Driver. 

11 

8 

A.  A.  Jenkins 

6 

W.  J.  Brown 

23 

28 

C.  E.  Snyder 

7 

28 

W.  IX,  Vanuatta 

22 

H.  J,  Harper 

23 

P.  S.  Killian 

24 

Item  7 : The  names  of  all  officers,  directors,  or  stockholders  owning  word  than 
5 percent  of  the  capital  stock  of  your  company,  who  have  held  positions  as 
officers  or  directors  of  another  company  which  had  contracts  with  the  Maritime 
Commission  or  the  War  Shipping  Administration. 

Answer:  None;  on  the  assumption  that  this  item  refers  to  other  companies 
which  are  not  part  of  the  Bethlehem  organization. 

Item  8 : The  names  of  all  officers,  directors,  or  stockholders  oiming  more  than 
5 percent  of  the  capital  stock  of  your  company  ioho  have  owned  5 percent  or 
more  of  the  capital  stock  of  another  company  lohich  had  contracts  with  the 
Maritime  Commission  or  the  War  Shipping  Administration. 

Answer:  Bethlehem  Steel  Corp.  owns  all  the  capital  stock  of  Bethlehem-Fair- 
■fleld  Shipyard,  Inc.  It  also  owns  all  the  capital  stock  of  three  other  shipbuilding 
and  ship-repairing  subsidiaries  of  Bethlehem  Steel  Corp.  which  had  contracts 
with  the  Maritime  Commission  or  the  War  Shipping  Administration.  To  the 
best  of  our  knowledge  and  belief,  no  officer  or  director  of  Bethlehem-Fairfleld 
Shipyard,  Inc.  has  held  5 percent  or  more  of  the  capital  stock  of  another  com- 
pany which  had  contracts  with  the  Maritime  Commission  or  War  Shipping' Ad- 
ministration. 

Item  9 : A description  of  all  contracts  between  your  company  and  the  Maritime 
Commission  giving — 

(а)  The  serial  number  of  each  contract. 

(б)  The  type  of  contracts  ( i . o.,  ivhetlier  cost-plus,  lump-sum,  or  price-minus) . 

(c)  The  number  and  type  of  ships  covered  by  each  contract. 

(d)  The  number  of  ships  constructed  and  delivered  under  each  contract. 

(e)  The  total  amounts  paid  by  the  Maritime  Commission  under  each  contract. 

(If  final  settlement  has  not  been  reached,  please  give  status  of  negotiations,  the 
amounts  in  dispute,  and  the  amounts  already  paid.) 

(f)  The  m.aximum  fee  payable  under  each  contract . 

(g)  The  minimum  fee  payable  under  each  contract. 

(h)  The  actual  fee  paid  under  each  contract.  (If  final  settlement  of  fees 
has  not  been  reached,  please  give  details  as  to  amounts  paid,  amounts  in  dis- 
pute, etc.) 

(i)  The  profits  received  on  each  lum.p-sum  contract. 

(j)  The  total  of  all  fees  and  profits  received  by  your  company  under  contracts 
with  the  Maritime  Commission. 

Answer;  The  material  required  to  answer  this  item  is  now  being  assembled 
and  the  answer  will  be  furnished  as  promptly  as  possible. 

Item  10:  The  fees  and  profits  under  each  of  the  aforementioned  contracts 
allowed  after  renegotiation. 

Answer : See  answer  to  item  9. 

Item  11 : The  status  of  each  contract  still  subject  to  renegotiation,  giving, 
wherever  possible,  information  showing  the  opinion  of  the  Price  Adjustment 
Board  and  of  your  company  as  to  the  fees  and  profits  permissible  under  each 
contract. 

Answer  : See  answer  to  item  9. 

Item  12 : The  total  cost  to  the  Government  of  the  shipyards  and  facilities 
used  by  your  company. 

Answer : This  company  expended  $31,380,524  in  providing  the  shipyards  and 
facilities  used  by  it,  and  has  been  reimbursed  by  the  Government  in  the  amount 
of  $31,375,897  to  July  27,  1946. 

August  14,  1946. 
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Bethlehem-Faibfield  Shipyard,  Inc., 

Bethlehem,  Pa.,  September  20,  19Jt6. 

Reference : Our  letter  of  September  19,  1946,  file  BFB-4607-E 

Merchant  M|arine  and  Fisheries  Investigating  Committee, 

House  of  Representatives,  United,  States,  Washington  25,  D.  0. 

(Attention  of  Marvin  J.  Coles,  Esq.,  general  counsel.) 

Gentlemen  : Subsequent  to  tbe  mailing,  last  evening,  of  the  remaining  data 
required  in  answer  to  your  letter  of  July  27,  1946,  we  have  made  a complete 
verification  qf  the  Information  furnished  therein  and  have  found  that  the  amount 
of  $1,987,500  shown  under  contract  MCc-15735  opposite  line  (g)  (minimum  fee,  as 
provided  by  contracts)  of  item  9 should  have  been  $1,961,000.  The  total, 
$18,577,500.  sjhown  opposite  the  same  line  should,  therefore,  have  been  $18,551,000. 
There  is  no  change  in  the  remainder  of  the  information. 

You  are  respectfully  requested  to  make  the  above-mentioned  changes  in  the 
copies  of  the  statements  furnished  to  you.  We  trust  that  such  changes  will 
not  create  apy  inconvenience  with  respect  to  data  already  compiled  by  you. 

Very  truly  j ours, 

Bethlehe;m-Fairfif,t,d  Shipyard,  Inc., 

F.  A.  Shick,  Comptroller. 


Bethlehem-Fairiteld  Shipyard,  Inc., 

New  York  Ih  N.  Y.,  October  16  ,191t6. 

Merchant  Marine  and  Fisheries  Investigating  Committee, 

House  of  Representatives,  United  States,  Washington  25,  D.  C. 

(Attention  of  Marvin  J.  Coles,  Esq.,  general  counsel.) 

Gentlemen  : Receipt  of  your  telegram  of  October  10,  1946,  in  which  you 
request  certain  information  regarding  loans  from  stockholders  and  affiliated 
companies  with  respect  to  ship  construction  for  the  Maritime  Commission,  is 

hereby  acknowledged.  . , „ , 

We  are  submitting  herewith  in  duplicate  a list  of  the  notes  given  by  Bethlehem- 
Fairfield  Shipyard,  Inc.,  to  its  sole  stockholder,  Bethlehem  Steel  Corp.,  to  evidence 
advances  made  bj'  such  stockholder  to  Bethlehem-Fairfleld  Shipyard,  Inc.  _ 
Various  other  advances  were  made  by  such  stockholder  and  Bethlehem-Fair- 
field’s  affiliated  companies  with  respect  to  the  Commission’s  Liberty  and  Victory 
ship  programs.  In  one  month  (July  1943),  during  the  critical  period  between 
March  1943  and  June  1944,  In  which  Fairfield  delivered  260  ships  there  was  an 
aggregate  of  $17,183,232  of  unpaid  advances  due  such  stockholder  and  affiliated 
companies,  representing  Fairfield’s  unpaid  notes  to  its  parent  corporation,  and 
unpaid  advances  by  affiliates  in  the  form  of  credits  extended . for  materials 
furnished  bv  such  affiliates  with  respect  to  Liberty  and  Victory  ship  construction 
for  the  Maritime  Commission.  Over  the  year  1943  the  average  monthly  amount 
represented  by  those  unpaid  items  alone  was  $14,310,410. 

These  figures,  of  course,  do  not  include  any  amount  to  reffect  the  nominal 
capital  investment  of  $1,000,000  made  by  Bethlehem  Steel  Corp.  in  the  stock  of 
Bethlehem-Fairfleld  Shipyard,  Inc.,  nor  do  they  Include  any  amount  to  reflect  the 
primary  investme  nt  made  by  .Beth!  ehem  Steel  Corp.  in  the  production  of  Liberty, 
Victory,  and  tank  landing  ships.  Bethlehem’s  primary  investment  in  the  produc- 
tion of  such  ships  was  the  long-term  investment,  which  it  had  made  over  a period 
of  more  than  40  years  at  great  risk  and  cost  and  at  times  at  substantial  losses,  in 
developing  and  maintaining  its  fully  integrated  shipbuilding  organization  of 
technical  and  supervisory  forces  and  of  trained  workmen,  skilled  in  the  ship- 
building crafts  aid  trades,  without  which  America’s  wartime  fleet  of  shipscould 
not  have  been  produced.  Bethlehem’s  privately  owned  assets  of  over  $200,000,000 
of  quick  current  assets  plus  its  privately  owned  fixed  assets  which  cost  in  excess 
of  $850,000,000  not  only  made  possible  Bethlehem’s  primary  investment  in  the 
Commission’s  shipbuilding  programs  hut  all  of  such  assets  to  the  fullest  extent 
required,  were  wholeheartedly  devoted  to  the  successful  completion  of  siicn  ship- 
building programs.  Without  full  consideration  of  Bethlehem’s  total  investment 
in  the  Commission's  shipbuilding  programs  any  attempt  to  relate  the  earnings  ol 
Bethlehem’s  Fairfield  yard  to  anything  other  than  the  gross  value  of  the  finished 
vessel  product  produced  by  the  yard  is  without,  meaning.  It  is,  therefore,  to  be 
understood  that  ihe  figures  referred  to  above,  which  are  submitted  as  special  ana 
strictly  limited  accounting  detail  in  response  to  your  telegram,  are  net  in  any 
sense  to  be  used  as  standards  for  gaging  the  limited  fees  based  on  production 
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performance  which  were  provided  for  as  compensation  for  outstanding,  construc- 
tion productivity  at  Bethlehem’s  Fairfield  yard  under  the  terms  of  the  yard’s 
contracts  with  the  Maritime  Commission. 

Very  truly  yours, 

A.  B.  Homer,  President. 


BETHLEHEM-F  AIRFIELD  SHIPYARD,  INC. 

Detail  of  notes  payable  to  Bethlehem  Steel  Corp.,  parent  corporation  and  holder 
of  all  the  outstanding  capital' stock  of  Bethlehem  Steel  Corp. 


l- 

2_. 

3.. 

4- . 

5- 

6- 
7_. 

8.. 
9.. 
10. 
11. 
12. 

13. 

14. 

15. 

16. 

17. 

18. 
19. 


20. 


Total. 


Issued 


Note  No. 


Date 


May  27,1941 

do 

Judo  19,1941 
July  21,1941 
Aug.  22,1941 
Sept.  22, 1941 
Oct.  9,  1941 
Nov.  13,1941 
Doc.  3, 1941 
Doc.  29,1941 
Apr.  29,1942 
July  2, 1942 
July  23,1942 
.July  30,1942 
Aug.  13,1942 
Nov.  4, 1942 
Apr.  14,1943 
May  12,1943 
Juuo  20, 1944 


Juno  15,1945 


Amount 


$200, 000 

300. 000 

500. 000 

400.000 
1, 000, 000 

500. 000 
500, 000 

500. 000 
250,  000 

650. 000 

500. 000 

500. 000 

750. 000 
750,  000 

750. 000 

500. 000 
1, 500. 000 
1,000,000 
4,  000, 000 


1,000,000 


16, 050, 000 


Paid 


Date 


Nov.  10,1945 
Oct.  29,1941 
June  3, 1943 
Mar.  10, 1942 
June  3, 1943 
Sept.  17, 1943 
Oct.  29,1941 
Sept.  17, 1943 
Mar.  16, 1942 
Sept.  24, 1943 
Oct.  14,1943 

do 

Oct.  28,1943 
Apr.  10,1644 
May  11, 1944 
May  31,1944 
Juno  27,1944 

do 

July  6, 1944 
Aug.  28,1944 
Nov.  16,1945 
do 


Amount 


$200, 000 

300. 000 

500. 000 

400. 000 

1,  000,  000 

500. 000 
. 500,000 

500. 000 

250. 000 

650. 000 

500. 000 

500. 000 

750. 000 

750, 000 

750. 000 

500. 000 
1,500, 000 
1, 000, 000 
1,  OOO,  000 
1, 000, 000 
2, 000, 000 
1, 000, 000 


16,050,000 


Exhibit  27 

Barrett  & Hilp, 

San  Francisco  7 , Calif.,  September  Jf , 

Mr.  Marvin  J.  Coles, 

General  Counsel , Merchant  Marine  and  Fisheries  Investigating  Committee, 
House  of  Representatives,  United  States,  Washington  25,  D.  C. 

Hear  Mr.  Coles:  In  answering  your  letter  of  July  27  we  would  advise  you 
that  Barrett  & Hilp  shipyard  was  not  a new  corporation  formed  for  building 
concrete  ships. 

Our  firm  is  a limited  partnership  consisting  of  J.  F.  Barrett  and  H.  H.  Hilp ; 
Lawrence  Livingston,  trustee,  and  E.  J.  Barrett,  trustee,  and  has  been  operating 
since  the  year  1912  in  the  construction  of  buildings,  concrete  dams,  and  bridges. 

Our  capital  , is  in  excess  of  $1,000,000  with  very  little,  if  any,  money  invested 
in  stocks  and  securities.  The  Belair  ship  operation  was  just  one  of  our  numerous 
activities  and  no  outside  interests  were  given  to  anyone.  No  salaries  were 
over  $15,000  per  hnnum — the  largest  salary  paid  was  $12,000  per  annum  and 
reimbursed  entirely  by  the  Maritime  Commission. 

Our  firm  had  no  shipbuilding  experience  prior  to  1941. 

In  connection  with  paragraph  9 of  your  letter,  we  submit  the  following 
information : 

(a)  Serial  Nos.  MCc-7856,  MCc-7857. 

(b)  Cost  plus. 

(c)  Twenty-six  concrete  ship-shape  barges,  eventually  cut  to  20. 

(d)  Twenty  ships. 

(<?)  The  total  amount  paid  by  the  Maritime  Commission  under  this  contract 
was  $27,893,538.50.  This  amount  has  all  been  paid  with  the  exception  of  ap- 
proximately $100,000,  upon  which  negotiations  are  in  progress  at  this  time. 

(if)  The  maximum  fee  payable  under  contract  was  $1,150. 

(g)  The  minimum  fee  payable  under  contract:  $840,000. 
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(h)  Final  fees  have  been  agreed  upon. 

(i)  The  profits  received  on  contract : $874,336.17. 

(;')  Total  of  all  fees  and  profits  received  : $874,636.17. 

No  negotiation  has  taken  place. 

No.  11.  Completed. 

No.  12.  $3,000,000. 

Very  truly  yours, 

BAKRHtl’T  & IIiLP, 
By  J.  F.  Bassett. 


[Telegram] 


San  Francisco,  Calif.,  October  15,  1946. 


Marvin  Coles, 

Care  Committee  on  Merchant  Marine  and  Fisheries, 
House  Office  Building,  Washington,  D.  C.: 


In  accordance  with  your  telegram  supplemented  by  conversation  between  Mr. 
Jones  and  Our  attorney,  Mr.  Lawrence  Livingston,  we  submit  the  following  infor- 
mation : We  are  disregarding  years  1942  and  1945  because  we  did  not  conduct  or 
make  any  profit  on  shipbuilding  operations  in  these  years.  In  1942  we  constructed 
shipyard  facilities  for  Maritime  Commission  at  actual  cost  of  approximately 
$2,900,000  without  any  profit  whatsoever.  With  reference  to  question  1 : We  are 
a limited  copartnership  and  not  a corporation.  Members  of  the  partnership 
during  1943  and  1944  were  J.  F.  Barrett  and  H.  H.  Hilp,  general  partners,  and 
Lawrence  Livingston,  trustee  and  E.  J.  Barrett,  trustee,  limited  partners.  On 
January  1, 1943,  the  net  worth  of  the  partnership  was  $3,879,931.36.  At  the  begin- 
ning of  1944  the  net  worth  of  the  partnership  was  $1,698,276.21.  Since  shipyard 
operations  ^comprised  approximately  50  percent  of  our  work  in  1943  and  1944  it  is 
believed  that  we  should  allocate  50  percent  of  our  capital  investment  to  ship  con- 
tract instead  of  paid-in  capital  as  mentioned  in  your  telegram.  Therefore 
capital  applicable  to  Maritime  Commission  contracts  in  .1943  was  $1,939,965'.68 
and  in  1941  $849,138.10.  Question  2 : The  average  amount  of  outstanding  bank 
loans  directly  applicable  to  shipbuilding  operations  in  1943  was  $1,654,166  and 
1944  $637,500.  Question  3:  We  have  no  method  of  answering  your  question  3 
exactly  but  can  give  you  the  following  information : In  1943  we  earned  a net 
amount  of  $465,760.78  from  the  Maritime  Commission,  comprising  fees  less  non- 
reimbursable costs.  In  1944  we  earned  a net  amount  of  $240,041.80,  comprising 
fees  less  nonreimbursable  costs.  In  1943  average  income-tax  rates  paid  by  part- 
ners were  as  follows : J.  F.  Barrett,  24,62  percent ; H.  II.  Hilp,  24.62  percent ; E.  J. 
Barrett,  trustee,  60.65  percent ; Lawrence  Livingston,  trustee,  65.71  percent.  The 
respective  shares  of  the  net  fees  earned  in  1943  was  as  follows:  J.  F.  Barrett,  30 
percent  or  $139,728,23;  II.  II.  Hilp,  30  percent  or  $139,728,23;  E.  J.  Barrett, 
trustee,  20  percent  or  $93,152.16 ; Lawrence  Livingston,  trustee,  20  percent  or 
$93,152.16.  Therefore  in  1943  on  an  average  basis  J.  F.  Barrett  actually  received 
after  income  taxes  75.38  percent  of  fee  or  $105,327.14;  II.  H.  Hilp,  75.38  percent 
of  fee  or  $105,327.14 ; E.  J.  Barrett,  trustee,  93.35  percent  of  fee  or  $36,655,32 ; and 
Lawrence  Livingston,  trustee,  34.29  percent  of  fee  or  $31,941.88.  The  reason  for 
differential  in  1943  income-tax  rates  is  that  the  year  1943  was  the  forgiveness  ye'ar 
for  individual  partners  but  not  limited  partners.  In  1944  average  income-tax 
rates  paid  by  partners  were  as  follows : J.  F.  Barrett,  51.13  percent ; H.  H.  Hilp, 
57.87  percent ; E.  J.  Barrett,  trustee,  26.10  percent ; and  Lawrence  Livingston, 
trustee,  29.&5  percent.  The  respective  shares  of  the  net  fees  earned  in  1944  was 
as  follows;  J.  F.  Barrett,  30  percent  or  $72,012.54;  H.  II.  Hilp,  30  percent  or 
$72,012.54 ; E.  J.  Barrett,  trustee,  20  percent  or  $48,008.36 ; and  Lawrence  Living- 
ston, trustee,  20  percent  or  $48,008.36.  Therefore  in  1944  on  an  average  basis 
J.  F.  Barrett  actually  received  after  income  taxes  48.87  percent  of  fee  or  $35,- 
192.53 ; H.  H.  Hilp.  42.13  percent  of  fee  or  $30,338.88;  E.  J.  Barrett,  trustee,  73.90 
percent  of  fee  or  $35,478.18 ; Lawrence  Livingston,  trustee,  70.15  percent  of  fee  or 
$33,677.86.  Question  4 : The  original  Maritime  Commission  contract  called  for 
construction  of  24  vessels  of  which  6 were  canceled.  No  materials  were  furnished 
by  the  Government  on  this  contract.  We  bought  and  paid  for  all  materials  and 
were  later  reimbursed  by  the  Maritime  Commission.  We  were  later  employed  to 
reconvert  14  vessels  and  for  this  contract  the  Government  supplied  materials  at 
an  estimated  value  of  $1,600,000.  Question  5 : Nonreimbursable  costs  on  Maritime 
Commissiop  contracts  totaled  approximately  $200,000  to  $250,000.  Question  6: 
We  have  been  renegotiated  for  the  years  1943  and  1944  and  our  profits  were  con- 
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aider ed  reasonable  and  we  were  notified  that  no  refunds  would  be.  requested  for 
these  years.  Question  7 : As  to  Federal  income  taxes  see  answer  to  question  3 
H e paid  no  excess-profits  tax  because  we  are  a copartnership.  Please  advise 
whether  this  gives  you  everything  you  need. 

Barrett  & Hilp. 


Exhibit  28 

McCloskey  & Co., 

Marvin  J.  Coles,  Esq.,  ■ PMlam^ia> 

General  Counsel,  Merchant  Marine  and  Fisheries  Investigating  Committee 
Souse  of  Representatives,  Washington  25,  D.  O. 

Dear  Sir  : This  will  acknowledge  receipt  of  your  letter  of  July  27, 1946,  reauest- 
mrHcnPir?  l?h0™at/0n  with  respect  to  this  company  and  its  operations, ^ore 
ourselves  ^ ^ c ntracts  entere(1  into  between  the  Maritime  Commission  and 

Apm  30eie930  ^ are  £urnishing  you  with  the  following  information  : 

, 2-  4lLtl2°Fized  fO.OOO  shares,  at  $100  per  share  (only  one  class!  HD  nnnnnn- 
^ 8*  and’ 4-^  silares’  at  per  stlarc  (n©  other  securities),  $750,000.  ’ * ’ ’ 


Paid 

Reimbursed 

Paid 

Reimbursed 

M.  H.  McCloskey,  Jr., 
president; 

1942  

1943  

$156, 000. 00 
156,000. 00 

$12,424. 99 

25. 000.  00 

18. 000.  00 
12, 250. 00 

M.  H.  McCloskey  III, 
treasurer: 

1942 

$4,941.66 
2, 500. 00 
13, 300. 00 

13. 300. 00 

18,846. 36 
10,844.48 
8, 688.  39 

7. 500. 00 

None 

1944 

1946.... 

James  C.  McCloskey, 
vice  president; 

1942 

156, 000.  00 
26, 000.  UO 

1944 

1945.. 

None 

None 

None 

18, 846. 36 

4, 905. 00 

E.  A.  Kennedy,  assistant 
secretary; 

1942 

1944 

20, 494. 48 
25, 155. 00 

14. 431. 25 

14.386. 25 

1943.. 

1944 

7, 696. 66 
7,  672. 68 
4,792.92 

Jacob  J.  Creskoff,  resident 
vice  president: 

1942 

25, 155. 00 

5, 120. 00 
10,000. 00 
10,000.00 

9,  608. 00 

1945... 

Agnes  McCloskey,  assist^ 
ant  secretary  and  assist- 
ant treasurer; 

1942  

1943 

1943  

1944  

None 

245. 00 

1, 820. 00 

2, 430.  00 

2,  440. 00 

204.  26 
1, 750.  77 
2, 236. 01 
. 1,684.18 

1945 

Edward  J.  Mingoy,  secre- 
tary and  assistant  treas- 
urer (approval  pend- 
ing for  . retainer  fee  as 
attorney,  $2,500  per 
annum) ; 

1942 

3,  333.  33 

None 

1041 

1945 

2,  500. 00 

2,  500. 00 

2,  500. 00 

2,  600. 00 

None 

1943 

1944 

1945 

Directors : 


M.  H.  McCloskey,  Jr.,  H. 


t,  nr  t-t  " uTTAilYi T.  McCloskey,  Edw.  J.  Mingey.  , 

rn  i if-  McCloskey,  Jr.,  president  and  director,  2,671  14/16  shares-  TT  T 

McCloskey,  director,  3,268  2/16  shares  «/«>  snaies,  ti.  ±. 

6.  None 

7 and  8.  M.  II.  McCloskey,  Jr., 

9.  See  schedule  A attached. 

10.  Approved  and  allowed  as  paid. 

cl^'nnccwau"g^,yBo!urLi0n  J*  MCe  AdjUStment  We  believe 

shM5suffor  workeTs!nS  5°°“Unit  h°llSing  Pr°J°Ct  81’803’737-45’  ^^ent  to 
?ndiavored  to  submit  this  information  to  you  to  the  best  of  our 


McCloskey  & Co., 

J.  C.  McCloskey,  Vice  President. 
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McCloskey  & Co., 

Philadelphia,  Pa.,  November  9,  1940. 

Hon.  Marvin  J.  Coles, 

General  Counsel,  Merchant  Marine  and-  Fisheries  Committee, 

House  of  Representatives,  Washington,  D.  C. 

Dear  Sir:  In  accordance  with  the  request  contained  in  your  telegram  of 
October  10,  1946,  wc  are  attaching  hereto,  a schedule,  In  triplicate,  covering 
the  eight  Items  referred  to  in  your  telegram. 

We  have  attempted  to  give  you  this  information  in  accordance  with  our  under- 
standing of  your  wire,  and  if  there  is  additional  information  required,  please 
be  good  enough  to  so  advise  us  and  it  will  be  submitted  promptly. 

Very  truly  yours, 


McCloskey  & Co., 

J.  C.  McCloskey, 

Vice  President. 


JCM  :mmh. 

ends. 


Schedule  of  information  as  required  by  telegram  October  10,  1946,  from  Marvin 
J.  Coles,  General  Counsel,  Merchant  Marine  and  Fisheries  Committee 


[Page  1] 


Item 

No. 

McCloskey  & 
Co. 

San  Jacinto 
Shipbuilders, 
Inc. 

1 

Average  amount  of  applicable  paid-in  capital 

$750,000. 00 
None 

$100,000.00 

None 

2 

Average  amount  of  loans  from  stockholders  of  affiliated  companies 

3 

Average  amount  of  outstanding  bank  loans: 

Forty  (40)  months’  period 

743, 125. 00 

Sixteen  (16)  months'  period 

203, 000.66 

4 

Total  not  foes  and  profits  after  income  taxes: 

(A)  U.  S.  M.  C.  (only) 

997,570. 00 

75,000.00 

(B)  All  operations  McCloskey  & Co.;  no  allocation  to  U.  S.  M.  C. 

contracts  (see  page  2) , _ _ 

408, 817.  91 

11,060.  27 

5 

Amount  of  bank  loans  secured  by  pledge  of  Government  contracts  or 

guaranteed  in  whole  or  part  by  the  Government: 

(A)  Receivables  (U.  S.  M.  C.)  pledged  ..  

743, 126. 00 
None 

293, 000. 00 
Nono 

(R)  Guaranteed.. 

6 

Total  approximate  cost  of  Government  furnished  material  used  in 

construction  of  each  typo  of  ship: 

C 1--S-D1  (see  page  2) 

N3-S-A2  (see  page  2)_ . „ _ 

7,  028,  400. 00 

B7-A1  (sco  page  2). _ 

None 

7 

Excess  fees  and  profits  determined  by  renegotiation  of  contracts  alio- 

cated  between  renegotiated  contracts-  

None 

3,984.65 

8 

Total  amount  of  Federal  income  and  excess-profits  taxes 

587,208.42 

[Page  2] 

Item 
No.  | 

Period  January  1,  1942,  to  December  31,  1945 

McCloskey 
& Co. 

San  Jacinto 
Shipbuilders 
Inc. 

4. 

Gross  fees:  TJ.  S.  M.  C 

$997,  570. 00 
282,  539. 31 

$75, 000. 00 

Overhead  reimbursements,  U.  S.  M.  C 

Direct  expenses,  U.  S.  M.  C.  contracts 

1, 280, 109. 31 
328, 808. 77 

75, 000.  00 
59, 955.  08 

Net  fees  received,  U.  S.  M.  C 

951,300.54 

1, 430, 158.  73 

15, 044. 92 

Add  other  income:  Other  construction  accounts,  etc  

Gross  profit 

2,381,459. 27 

1,  491,  591.  76 

Deduct  overhead  oxpense 

889,  867.  51 

15, 044. 92 

Deduct: 

Federal  income  and  excess-profits  taxes 

587, 208. 42 

9, 060.  52 
' 1 115, 219. 34 

3, 984. 65 

Other  taxes,  State _ _ 

Postwar  refund  Federal  oxcess-profits  taxes _ 

Net  profit  after  taxes 

408, 817. 91 

11, 060. 27 

i Red  figures. 


93486—46 — —39 
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6.  G1-8-D-1. — U.  S.  M.  C.  furnished  main  engines  and  allowance  list.  These 
items  not  included  in  contract  MCc— 7552  but  we  are  informed  they  represented 
a cost  to  the  TJ.  S.  M.  C.  of  $90,884  per  vessel,  or  $2,181,216  total. 

— Contract  DA-MCc852  includes  estimated  cost  of  material  and  equip- 
ment furnished  by  the  Government  at  $350,000  per  vessel,  or  $5,250,000  total. 
We  are  informed  these  materials  including  inspection  fees  and  allowance  list 
represents  actual  cost  to  the  Government  of  $468,560  per  vessel,  or  $7,028,400 

B7-A1 — Allowance  list  as  furnished  by  the  Government  represents  cost  to 
the  Government  of  $3,124  per  vessel,  or  $12,496  total,  according  to  information 
furnished  by  the  U.  S.  M.  C. 

SAR. 


Exhibit  29 

SOITTHESTERN  SHIPBUILDING  COUP., 

Savannah,  Ga.,  August  15,  19 46. 

, Marvin  .1.  Copes,  Esq.,.  , ..  ..  • ... 

General  Counsel,  Merchant  Marine  and  Fisheries  Investigating  Committee, 
Mouse  of  Representatives,  Washington,  D.  C. 

Gear  Mr.  Coles:  In  accordance  with  your  request  of  July  27,  we  list  here- 
after the  following  information  concerning  this  corporation.  Certain  informa- 
tion was  furnished  your  committee  under  date  of  January  19,  1944,  but  since  such 
date  there  have  been  a number  of  changes  in  capitalization  and  stock  holdings. 

Because  of  the  liquidation  of  this  company,  as  hereafter  explained,  it  has  been 
difficult  to  obtain  some  of  the  information  requested  by  you.  We  have  not  had  an 
opportunity  to  send  questionnaires  out  to  all  former  officers  and  directors  of  the 
company1  and  the  information  given,  particularly  in  response  to  your  questions 
5,  6,  7,  and  8,  has  been  supplied  by  the  writer  after  consultation  with  several 
of  the  oncers  and  directors  of  the  company.  As  such,  we  believe  it  is  true  and 
complete'  but  if  it  is  important  that  such  information  be  unqualiflably  accurate, 
it  would  be  necessary  for  us  to  make  specific  inquiries  of  each  of  the  individuals 
concerned. 

1.  Our  company  was  formed  February  3,  1942.  Copy  of  the  application  for 
charter  of  the  company  is  hereto  attached,  marked  “Exhibit  1.” 

2.  The  original  paid-in  capital  of  the  company  was  $600,000  and  in  addition 
certain  stockholders  agreed  to  and  did  obtain  for  the  company  a line  of  credit 
of  $900,000  in  order  to  assure  an  investment  of  $250,000  per  way  as  desired  by 
the  United  States  Maritime  Commission. 

The  original  $600,000  paid-in  capital  consisted  of  4,000  shares  of  $1  par  value 
($100  paid  in  per  share)  $4.50  cumulative  dividend  preferred  stock,  18,000  shares 
of  10  cents  par  value  ($10  paid-in  per  share)  class  A stock,  and  2,000  shares  of 
10  cents  par  value  ($10  paid-in  per  share)  class  B stock.  The  cumulative  pre- 
ferred sioek  was  redeemed  on  November  6,  1944,  at  $100  per  share,  plus  accrued 
dividends,  one-half  of  the  class  A stock  was  redeemed  at  $11.10  a share,  plus 
accrued  dividends,  on  March  15,  1945,  and  the  remaining  one-half  of  such  class  A 
stock  was  redeemed  at  the  same  price  on  February  8,  1946.  The  class  B stock 
was  all  changed  into  common  stock  on  February  26,  1946,  on  the  basis  of  four 
shares  of  common  for  each  share  of  class  B. 

Charleston  Shipbuilding  & Drydock  Co.  previously  owned  some  of  the  stock 
of  this  company  and  in  1946  it  acquired  all  of  the  capital  stock  of  this  company 
in  exchange  for  preferred  shares  of  Charleston  Shipbuilding  & Drydock  Co. 
pursuant  to  a.  plan  of  reorganization  adopted  by  this  company  and  Charleston 
Shipbuilding  & Drydock  Co.  Subsequently,  all  assets  of  this  company  have  now 
been  transferred  to  Charleston  Shipbuilding  & Drydock  Co.  in  consideration  of 
the  cancellation  of  the  capital  stock  of  this  company. 

BA.  Attached  hereto,  marked  “Exhibit  3A,”  is  a list  of  all  directors  of  the 
company,  setting  forth  the  date  of  their  election,  the  date  of  resignation  as  to 
certain  directors,  and  the  aggregate  amount  of  directors’  fees  paid  to  each  of 
them  during  each  of  the  years  from  1942  to  1946,  inclusive.  In  addition  to  such 
fees,  the  directors  were  paid  traveling  expenses.  In  the  cases  of  Mr.  Bullock 
and  Mr.  Dunn,  attorney’s  fees  were  paid  to  the  firm  of  Taft,  Stettinius  & Hollister, 
of  Cincinnati,  Ohio,  and  Anderson,  Cann  & Dunn,  of  Savannah,  Ga.  (later 
changed;  to  Anderson,  Connerat,  Dunn  & Hunter),  In  which  firms  Mr.  Bullock 
'and  Mr.  Dunn  were  partners,  respectively,  and  which  firms  acted  as  general 
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counsel  and  Savannah  counsel,  respectively,  for  the  company,  The  amount  of 
such  attorneys’  fees  paid  to  the  firm  of  Taft,  Stettinlus  & Hollister,  bv  the 
company  for  each  of  the  years  was  as  follows : 

$10-  000  1945 15,  000 

ss  I9®- °'2S> 

and  the  amount  of  such  attorneys’  fees  paid  to  'Anderson,  Connerat,  Dunn  & 

Hunter  was  as  follows : 

1942 $9, 100.  00  1945 12  aaa  op 

ili:::::::::::::::::::::::  iS:S88:oo  1946_ s,’ooo:oo 

p!us  for  each  year  the  actual  out-of-pocket  expenses  of  such  firms. 

3B.  Attached  hereto,  marked  “Exhibit  3B,”  is  a list  of  officers,  showing  their 
i espeetive  dates  of  employment  and  resignation  and  salary  rate 

Attached  hereto,  marked  “Exhibit  4,”  is  a list  of  all  officers  and  employees 
°.haJe  tficeived  compensation  of  over  $15,000  per  annum,  showing  the  amounts 
Cmnmission!  ^ eXteDt  t0  whlch  such  payments  were  reimbursed  by  the  Maritime 

all5V4O(^^hflrA^Inaffnap^natl0n  ,0f  the  comPany.  First  York  Oorp.  owned 
of1  fch  A Cf  ithe  cvmulatzve  dividend  preferred  stock  and  one-lialf 
f the  class  A and  class  B stock.  General  Machinery  Corp.  owned  one-fourth 

buildfne1&SlltvdnA?rnnrt1Sf0Urth  °f  the  class  B stock  ancl  Charleston  Ship- 
building &Diydock  Co.  likewise  owned  one-fourth  of  the  class  A stock  and  one- 

fourth  of  the  class  B stock.  Subsequently,  Charleston  Shipbuilding  & Drydock 
T i7i'wl'>lltCfd  tb!.1S  pe.reent  interest  in  the  class  A and  class  B stock  to  Bunnell 
£°r  ts  stockholders,  but  no  stockholders  of  Charleston  Ship- 

e'”m' 5 ”c'“ni  ot  «■” 

and  Charleston  Shipbuilding  & Drydock  Co.  sold  200  shares  of  the  stock  so  rmr- 

sgsss  gHSr*?r?“K  aaas  ssssss  i 

ganization,  m wT^Thomas'^LiBy.  yearS  Wlth  the  Todd  shipbuilding  or- 

“j  E1  Mcfunis0  to °®Cer  °f  Charfeston^Shlpbuilding  ^Drydoclt^Co.106  preBldeat 

and  prior  to  that  tim“ahf  vvas^conn^tAd6  l?l!ted  ®Ultes  Maritime  Commission 

wi^^fo^^any^fear^pricn^to^^l^workin^^o11^^1^^^^1^11^^*^^^® 

United  States  Lines  ’ workl1^  for  vai,i°us  companies  including  the 

dustry,'  wafforhmany  years' the  shipbuilding  in- 
an  Important  manufacturer  of^Diese/and  steam  ereeiprocatfng^engines?ery  0orp'’ 
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T.  Rieber,  while  not  directly  engaged  in  shipbuilding,  had  had  years  of  ex- 

connected  for  many  years  with  the  Swedish 

American  Line  a id  is  now  United  States  managing  dliector.  - 

j E.  Pierson,  likewise  had  been  connected  with  General  Machinery  Coip. 

f0T«naw  ^rotiums  had1  had  many  years  of  service  with  Allis-Chalmers  Manu- 
facturing So.,  manufacturers  of  ship  propulsion  machinery,  related  components 

aI Ohtrfestbnlh  pbuilding  & Drydock  Co.,  which  at  all  times  was  a substantial 
stockholder^ of  the  company  and  which  this  year  acquired  all  the  stock  of  South- 
eastern Shipbuilding  Corp.,  has  operated  a shipbuilding  and  ship  repair  yaid 

at7CITo1  the  host  of  Die  “writer’^  knowledge,  the  officers,  or  directors  (none  of 
whom  evd'  held  5 percent  of  the  capital  stock  of  the  company)  who  have  held 
renditions  As  officers  and  directors  of  another  company,  which  had  contracts 
with  the  United  States  Maritime  Commission  or  the  War  Shipping  Admlmstra- 

tion,  are  t| Sitechllr^Chairman  of  the  board  of  directors,  was  president  (now 
* n ^ Knnrrl^  of  General  Machinery  Corp.,  which  built  more  than 
^“'team  recS ^•oc^n^enlinTs  in  World  War'll  for  the  propulsion  of  Liberty 
shlnf  ^uch  company  likewise  manufactured  Diesel  engines  for  ships  of  the 
ivi  type  and  maPny  Diesel  engines  for  Navy  and  Army  use.  Mr.  Rentschler 
is  also  a direeto of  Charleston  Shipbuilding  & Drydock  Co  . 

J,  E.  Peterson,  for  many  years  has  been  a vice  president  and  diiectoi  of 

° TeRieherClisn president  of  Barber  Asphalt  Corp.,  which  acts  ns  general  agent 
for  the  War  Shfpping  Administration  in  tanker  operations.  .Mi.  Rieber  Is  als 

* Drv^ck  Co  which  wh  le  prinmraily  doing  work  for  the  Navy  Department 
did  coSrabL^'epaTr  work  for  War  Shipping  Administration.  Mr.  Grothaus 
io  nisn  a directi  r of  General  Machinery  Corp. 

W dlace  E Harper  prior  to  coming  with  the  company  was  a part  of  the 
Waliacp  -fcj.  I Pprrntt  nrior  to  coming  with  the  company  had 

TAWfflSS-  mm  <* «» 

* . ’ „ c+ AoirVtr>ider^  listed  in  answer  7 owned  more  than  5 percent  of  the 

dir  uii  « rock  r^^thCT  MmSiy  wWch  had  contracts  with  the  Maritime  Com- 
capital  stock  of  ^?“eLcS“^aministration  except  Mr.  G.  A.  Rentschler, 

whoownjs  slightly  more  than  5 percent  of  the  capital  stock  of  General  Machinery 
C°9PAttiiched  hereto,  marked  “Exhibit  9,”  is  a description  of  all  contracts  be- 
*WS”S,SSIS  renegotiation  are  ...own 

Soffit  S&S  “o'  SSftSSSM-'SSS 

me  oi  m ,,!'  viniler  the  contract  for  post-operational  plant  maintenance 
(MCc^jnS)  and  the  selective  price  contract  (MCc-34759.)  was  expressly  made 

noi^bg^to^enegotiation.  ^ t0  queations  9 and  10,  the  company  has 

Goveeg“  of  the  shipyard  and  facUitt^  by 

nanv  under  contract  MOc-2163.  . 

We  t^ust  this  gives  you  the  information  you  desire. 

Sincerely  yours,  Southeastern  Shipbuilding  Cokp., 

By  L.  R.  Portney,  Secretary. 
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Exhibit  SA . 

Southeastern  Shipbuilding  Corp.  record  of  directors 


Resignation 

Fees 

1942 

1943 

1944 

1945 

1948 

Feb.  19,1942 

Do 

Dn 

$450 

600 

250 

550 

160 

300 

250 

250 

$400 

500 

600 

360 

450 

550 

250 

650 

$400 

350 

450 

500 

300 

650 

550 

550 

$350 

300 

350 

100 

60 

150 

300 

350 

300 

300 

300 

250 

$250 

100 

100 

Do 

Feb.  6, 1945 
do._ 

Dn 

D.  M.  Milton... ----- 

Dn 

do 

Apr.  9, 1942 
July  GO,  1942 
Feb.  6, 1945 
Dn 

60 

100 

200 

160 

150 

100 

June  1, 1946 

Dn 

Juno  1,1045 

Exhibit  SB 


Southeastern  Shipbuilding  Corp.  record  of  rates  paid  to  officers 


[6  percent  bonus  paid  1943-1944-1945,  exclusive  of  William  Perrott] 


Effective  date 


William  H.  Smith, 


Charles  S.  Atwell. 


L.  Louis  Green. 


David  M.  Milton. 


/Feb.  1, 1942 
Uuly  14,1944 
(Feb.  1, 1942 
I Api\  16,1942 
| Feb.  6,1943 
iNov.  30, 1945 

iFeb.  1, 1942 
Apr.  16,1942 
Feb.  1, 1942 
July  10,1942 
Mar.  31, 1944 
Feb.  6, 1945 
fFcb.  1, 1942 
June  17,1943 


Albert  F.  Milton. 


Apr.  1, 1944 
.Feb.  6, 1945 
Feb.  1,1942 


Leo  R.  Portney. 


June  1,1942 
Mar.  4,1943 
<Dec.  3,1943 


R.  S.  Elliott,  Jr. 


William  F.  Best. 


L.  P.  Carron. 


William  Perrott. 


Aug. 

1, 1944 

Feb. 

6, 1945 

June 

1, 1945 

Feb. 

1, 1942 

June 

16, 1942 

Feb. 

6, 1945 

Feb. 

1, 1942 

Juno 

16, 1942 

Fob. 

6. 1946 

June 

16, 1942 

Apr. 

1,1944 

Feb. 

6, 1945 

Feb. 

6, 1943 

Feb. 

7,1944 

Peter  J.  Clausen. 


Thomas  R.  Lilly... 
Wallace  E.  Harper. 


JMar.  4,1943 

(Mar.  3,1944 
(Mar.  3,1944 


(.Mar.  31,1945 
/May  22,1944 
lJune  4,1945 


Position 


President. 

Resigned. 

Vice  president 

do. 

Executive  vice  president 

Resigned. 

Vice  president 

Resigned. 

Vice  president  and  secretary 

Resigned. 

Vice  president 

Resigned. 

Treasurer  and  assistant  secretary 

Vice  president,  treasurer,  and  assistant 
secretary. 

do-_ 

Resigned. 

Assistant  secretary  and  assistant  treas- 
urer. 

do 

Comptroller  and  assistant  secretary 

Comptroller,  assistant  treasurer,  and 
assistant  secretary, 

do__ - 

Comptroller,  secretary,  and  treasurer 

do 

Assistant  secretary 

Secretary 

Resigned. 

Assistant  treasurer 

...u.-do-- 

Resigned,  . ■ 

Assistant  secretary 

do 

Resigned. 

Vice  president  and  general  manager 

Resigned  (served  as  employee  to  Nov.  26, 
1944). 

Assistant  treasurer  and  assistant  to  vice 

president 

Resigned. 

Assistant  treasurer  and  assistant  to  vice 

president 

Resigned. 

G cneral  manager . _ . „ 

Resigned. 


Annual 

rato 


$18, 000 

6,000 
16, 000 
15, 000 

5. 000 
6,  000 
3,600 

6. 000 

6, 000 

4,000 


7.800 

9,  COO 
9,000 
9, 000 

10,  OOO 
10, 000' 
12, 000 

1, 200 

2.800 

1, 200> 
2,800 

2,800 

1,200 

15,000 


- 8,400 


7,200 
18, 000 
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Southeastern  Shipbuilding  Carp,  record  of  rates  paid  to  officers — Continued 


Effective  date 

Position 

Annual 

rate 

(Nov.  3, 1944 

Assistant  secretary,  industrial  relations 

$6,000 

Robert  E.  Banks 

Juno  1,1945 

Assistant  secretary  and  assistant  to  man- 

6,600 

Nov.  30, 1946 

Resigned. 

Feb.  6,1945 

Assistant  treasurer  and  chief  accountant... 

6,700 

William  B.  Wise 

■June  16,1945 

6, 600 

July  31^  1946 

Resigned. 

Mar.  1,1945 

Vice  president — 

6,000 

Leo  W.  Grothaus 

•Nov.  30,1945 

Resigned. 

Feb.  26,1946 

V ice  pr esid  ent  _ 

(0 

May  1,1946 

Managing  director 

IS, 000 

\July  31,1946 

Resigned. 

• 

1 No  salary. 


Exhibit  4 


Southeastern  Shipbuilding  Corp.  officers  and  employees  receiving  over 
$15,000  per  annum, 


Amount 

Type 

Reim- 

bursed 

ms 

William  H.  Smith  . 

$16,  600. 00 
11,375. 00 

18, 000. 00 
15, 000. 00 
13,  541. 67 

1,080.00 

9. 700. 00 

1. 250. 00 

i $16,  350.00 

1 11, 825. 00 

18*000.00 

2 10, 500. 00 
13, ,641. 67 

ms 

William  H Smith  

102^o  months’  salary 

mi 

9, 700. 00 

Advisory  services 

12, 030.  00 
900. 00 
900. 00 
• 16,000.00 

3 14, 416. 67 

2, 333. 33 

16, 800. 00 

2,  333. 33 

6,  208.34 

Advisory  services 

8, 541. 67 
657. 00 
10, 950. 00 

months’  salary 

10,960.00 

* 13, 125. 00 
1,069.44 

ms 

11,  607.00 

13,750.00 
1, 069.44 

1,  250. 00 

7,000.00 

700.00 

6 9, 750. 00 

, 16, 069. 44 
' 7,000.00 
700.00 

Vacation - 

. 7,700.00 
12,  000. 00 
720. 00 

6 percent  bonus'  1946 

William  H.  Smith 

, 12,720.00  : 
7,500.00  1 

Advisory  services - 

1 Feb.  1 to  Feb.  3 not  reimbursed. 

1 With  Ruijber  De  velopment  Corporation  Apr.  6 to  July  22. 
* 14  days  South'America. 

1 Nov.  16  to;  Nov.  30  general  overhead  allowance. 

8 Nov.  16  to  Dec.  3.1  general  overhead  allowance. 
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Southeastern  Shipbuilding  Corp.  officers  and  employees  receiving  over  $15,000 

per  annum — Continued 


Amount 

Typo 

Reim- 

bursed 

1946 

$4, 750. 00 
[ 700. 00 

10.500.00 
-]  1,  500. 00 

1 12,700.00 
1,250.00 

Vacation 

7 months'  salary 

$408. 33 
(•) 

William  H.  Smith  - 

Advisory  services 

• All  absorbed  by  company— Jan.  1 to  Apr.  19  through  general  overhead  allowance. 


Exhibit  9 

I 

Southeastern  Shipbuilding  Co. 


(C) 

<d) 

(O) 

(f) 

(g) 

<h)  i 

Contract 

No. 

Type 

Num- 
ber of 
ships 
per 
con- 
tract 

Num- 
ber of 
ships 
deliv- 
ered 

Amounts  paid 
by  U.  S. 
Maritime 
Commission 
(excluding  fees 
or  profit) 

Maxi-  ! 
mum 
fee  pay-  ! 
able 

Mini- 
mum 
fee  pay- 
able 

Actual  fees 
or  profit 
paid 

MCc-2162 

Cost  plus  fixed  fee  EC2- 

36 

36. 00 

$54,  651,  451.  50 

3 $100, 000 

! $45, 000 

$1,620,000 

MCc-2163 

MCc-15978 

11,031, 167.81 

54, 500,  p34. 12 

4 19,812,199. 73 

Cost  plus  fixed  fee  EC2- 

52 

52.00 

3 60, 000 

2 20,000 

1, 040,000 

MCc-34759 

Selective  price  Cl-M- 

34 

/no.  00\ 
\618. 00/ 

2 100,000 

2 25,000 

1, 000, 315 

Equivalent 

1 10. 76 

MCc-40716 

420, 635. 25 

14, 440. 00 

General  ovorhead 

434,975.25 

(j)  3,660,316 

* (i)  Included  in  (h). 
2 Per  ship. 

• Delivered. 

4 Including  reserve. 

6 Launched. 


Contract  No. 

Profit  and  fees 
allowed  after 
renegotiation 

Clearance  agreement  No. 

MCc-2162 

$1,620,000 
1, 040, 000 
Not  subject 

MCc-31967  PABs-535-W. 

MCc-15978.. 

MCe-40622  PABs-878-W. 

MCc-347597 
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' ■ t SOUTHEASTERN  SHIPBUILDING  CORP.  . 

SAVANNAH,  GA. 

New  York,  N.  Y.,  October  31, 1946. 

Marvin  J.  Coles,  Esq., 

General  Counsel,  Merchant  Marine  and  Fisheries  Irwestigating  Committee, 
House  of  Representatives,  Washington  25,  D.  C. 

Dear  Mr.-  Coles  : Reference  is  made  to  your  telegram  of  October  14,  requesting 
additional  information  with  respect  to  ship  construction  for  the  Maritime  Com- 
mission to  be  furnished  to  the  Committee  on  the  Merchant  Marine  and  Fisheries. 

As  I explained  to  you  by  telephone  on  October  18,  and  as  we  originally  advised 
you  in  our  letter  of  August  15,  194G,  the  Southeastern  Shipbuilding  Corp-  was 
liquidated  as  of  July  31,  1940.  All  of  our  records  are  stored  at  the  Charleston 
Shipbuilding  & Drydock  Co.  in  Charleston,  S.  C.,  and  it  was  necessary  for  me  to 
make  a special  trip  there  to  assemble  the  information  you  required,  which 
explains  the  delay  in  furnishing  the  same.  However,  in  the  course  of  our  tele- 
phone conversation  you  agreed  that  it  would  be  acceptable  if  you  received  this 
information  by  November  1. 

1.  The  original  paid-in  capital  of  this  company  was  $600,000,  and  in  order  to 
assure  an  invest  ment  of  $250,000  per  way,  as  requested  by  the  United  States 
Maritime  Commission,  a line  of  credit  of  $900,000  was  obtained  at  a stand-by 
charge  of  one-fourth  of  1 percent.  Subsequently,  and  because  of  the  require- 
ments of  ojur  operations,  this  line  of  credit  was  increased  to  $1,500,000,  though 
at  no  one  tjine  did  we  actually  borrow  in  excess  of  $1,200,000.  Actual  loans  ob- 
tained undpr  this  line  of  credit  bore  interest  of  2%  percent  per  annum  and  were 
repaid  as  promptly  as  possible.  The  average  amount  of  outstanding  bank  loans 
for  each  oif  our  fiscal  years  determined  under  the  average  borrowed  capital 
method  used  for  income-tax  purposes  is  detailed  below : 


Average  borrowed 

Fiscal  year  ending — capital 

August!  31,  1942 $42,  857. 14 

August  31,  1943 580,  958.  90 

August  31,  1944 : 236,  065.  57 

August  31,  1945 183,  561.  64 

July  30,  19415 


On  two  occasions  in  1943  sums  of  $300,000  were  lent  to  the  corporation  by 
shareholders  of-  the  company,  which  were  repaid  within  60  days. 

2.  All  of  our  operations  were  under  contracts  with  the  United  States  Maritime 
Commission ; and  our  total  net  fees  and  profits,  after  income  taxes,  for  the  entire 
period  of  our  operations  from  February  4,  1942,  to  July  30,  1946,  amounted  to 
$907,032.12. 

Our  last1  ship  construction  contract,  MCc-34759,  which  was  a selective  price 
basis,  has  not  as  yet  been  fully  settled  with  the  Maritime  Commission,  and  it  is 
possible  that  subsequent  adjustments  will  affect  the  above-mentioned  figure. 
It  is  not  anticipated,  however,  that  such  adjustments  will  be  material. 

3.  All  of;  our  hank  loans  were  secured  by  the  assignment  to  the  bank  of  all 
public  vouchers  covering  payments  to  be  made  to  us  under  our  contracts.  Checks 
drawn  by  the  Government  for  these  public  vouchers  were  made  payable  to  the 
bank  as  opr  assignees  and  mailed  directly  to  the  bank.  The  bank,  in  turn,  de- 
ducted the  amount  of  outstanding  loans  and  credited  our  bank  account  for  the 
balance.  ^Ve  are  detailing 'below  the  amount  of  bank  loans  obtained  by  us  in  the 
course  of  our  performance  of  Government  contracts. 


Fiscal  year  ending 

Number 
of  loans 

Total  of  loans 

• 

Average 

Aug.  31,  1942— 

4 

46 

39 

31 

$625,000  i 
19,800,000 
22,  800, 000 
19,  400, 000 

$156, 250 
430.  435 
684,  615 
625, 806 

Aug.  3l‘  1943.; 

Aug.  Zl,  1945— 

120 

62,  625, 000 

521,875 
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None  of  our  borrowings  were  guaranteed  directly  by  the  Government. 

4.  We  were  never  supplied  with  any  actual  figures  in  connection  with  the  cost 
of  Government-furnished  material  used  in  ship  construction;  however,  we  were 
advised  that  for  contract  purposes  the  value  of  the  Commission-furnished  ma- 
terial for  contract  MCc-2162  amounted  to  $609,400  per  ship  (Liberty  EC2),  and 
contract  MCc-34759  stipulated  an  amount  of  $802,000  per  ship  as  the  cost  of 
Government-furnished  material  used  in  the  construction  of  C1-M-AV1  vessels. 
The  indicated  figures  for  contract  MCc-2162  would  probably  apply  to  contract 
MCc-15978,  as  Liberty  ships  were  constructed  under  both  contracts. 

5.  In  connection  with  our  entire  operations  the  following  income  taxes  were 
paid ; 

Federal  income  and  excess-profit  taxes : — $2, 260,  483.  02 

Georgia  State  taxes 101,  463.  24 


Total 2,  361,  946.  26 

6.  Cost  incurred  by  us  during  our  operations  for  which  reimbursement  was  not 
requested  under  our  cost-plus  contracts  or  which  were  disallowed  as  items  of 
cost  under  our  contracts  amounted  to  $391,330.62  and  are  allocated  to  applicable 
contracts  as  follows ; 


Contract  MCc-2162 $142,  537.  28 

Contract  MCc-15978 144,  325. 12 

Contract  MCc-34759_— 104,  474.  22 


Total - 391,  336.  62 


It  is  possible  that  at  the  time  of  final  closing  of  our  contracts  there  may  be 
made  certain  adjustments,  either  plus  or  minus,  in  these  figures. 

We  believe  that  the  foregoing  furnishes  thfe  additional  information  you  desire. 
Very  truly  yours, 

Southeastern  Shipbuilding  Corp., 
By  L.  R.  Portney,  Secretary-Treasurer. 


Exhibit  30 

East  Coast  Shipyards,  Inc., 

New  York  4,  N.  Y.,  August  28, 1946. 

House  op  Representatives, 

Merchant  Marine  and  Fisheries  Investigating  Committee, 

Washington .,  D.  C. 

(Attention:  Mr.  Marvin  J.  Coles,  general  counsel.) 

Gentlemen  : Referring  to  your  letter  of  July  26,  requesting  information  relative 
to  this  company’s  affairs,  the  following  Is  a reply  to  the  questions  submitted. 

1.  The  date  on  which  your  company  was  formed,  and  a copy  of  its  corporate 
charter. 

Answer ; The  company  was  formed  on  the  10th  day  of  February  1943,  and  a copy 
of  the  certificate  of  incorporation  is  enclosed,  enclosure  A. 

2.  The  total  capital  of  your  company,  giving  a break-down  of  the  types  of  stock 
and  securities. 

Answer : There  is  enclosed,  enclosure  B,  copy  of  the  letter  addressed  to  Judge 
Bland  giving  such  information. 

3.  The  names  of  all  officers  and  directors,  and  a statement  of  their  annual 
compensation. 

Answer : There  is  enclosed,  enclosure  G,  a list  of  the  officers  and  directors  show- 
ing their  annual  compensation. 

4.  The  names  of  all  officers  and  employees  who  have  received  compensation  of 
over  $15,000  per  annum,  giving  the  amounts  received  and  the  extent  to  which  such 
payments  were  reimbursable  by  the  Maritime  Commission. 

Answer : The  only  officer  or  director  receiving  compensation  In  excess  of  $15,000 
per  annum  was  J.  E.  Otterson,  president.  His  annual  salary  was  $25,000,  $15,000 
of  which  was  reimbursed  by  the  Maritime  Commission. 


Approved  For  Release  2003/10/10  : CIA-RDP64B00346R000400060002-4 


Approved  For  Release  2003/10/10  : CIA-RDP64B00346R000400060002-4 

614  SHIPYARD  PROFITS 


5.  The  names  of  all  persons,  associations,  or  corporations  holding  5 percent 
or  more  of  the  capital  stock  of  your  company,  giving  the  amounts  of  capital 
stock  held  by  each. 

Answer.  The  answer  to  this  question  is  contained  in  enclosure  B. 

6.  The  shipbuilding  experience  prior  to  1941  of  all  officers,  directors,  and 
stockholders  hoi  ding  over  5 percent  of  your  capital  stock. 

Answer.  The  only  officer  or  director  having  prior  shipbuilding  experience 
is  .T.  E.  Otterson,  president. 

J.  E.  Otterson  is  a graduate  of  the  Naval  Academy,  class  of  1904,  did-  post- 
graduate work  in  naval  architecture  at  Massachusetts  Institute  of  Technology, 
and  served  subsequently  as  a naval  constructor  in  the  United  States  Navy  until 


1915. 

7.  The  names  of  all  officers,  directors,  or  stockholders  owning  more  than  5 
percent  of  the  capital  stock  of  your  company,  who  have  held  positions  as  officers 
or  directors  of  another  company  which  had  contracts  with  the  Maritime  Com- 
mission or  the  War  Shipping  Administration.  The  names  of  all  officers,  direc- 
tors, or  stockholders  owning  more  than  5 percent  of  the  capital  stock  of  your 
company  who  have  owned  5 percent  or  more  of  the  capital  stock  of  another 
company  which  'lad  contracts  with  the  Maritime  Commission  or  the  War  Shipping 
Administration. 

Answer.  So  far  as  is  known  none  of  the  officers,  directors,  or  stockholders 
owning  more  than  5 percent  of  the  capital  stock  held  positions  as  officers  or 
directors  of  another  company  which  had  contracts  with  the  Maritime  Commis- 
sion or  the  War  Shipping  Administration,  or  owned  5 percent  or  more  of  the 
capital  stock  of  another  company  having  contracts  with  the  Maritime  Com- 
mission or  the  War  Shipping  Administration. 

‘ 8.  A description  of  all  contracts  between  your  company  and  the  Maritime 
Commission. 

Answer.  There  is  enclosed  enclosdre  D,  a tabulation  giving  the  answers  to  these 
questions. : 

9.  The  fees  and  profits  under  each  of  the  afore-mentioned  contracts  allowed 
after  renegotiation. 

Answer.  There  is  enclosed  enclosure  B,  a tabulation  showing  the  income,  costs, 
fees,  and  profits  under  each  of  our  contracts,  which  is  the  statement  that  we 
have  furnished  the  Renegotiation  Board  (Price  Adjustment  Board). 

Answer : This  statement  is  made  upon  the  assumption  that  all  of  our  claims 
are  granted  and  therefore  represents  our  total  income  and  fees  and  profits,  includ- 
ing all  of  our  cla  ims  now  under  consideration. 

10.  The  status  of  each  contract  still  subject  to  renegotiation,  giving,  wherever 
possible,  information  showing  the  opinion  of  the  Price  Adjustment  Board  and  of 
your  company  as  to  the  fees  and  profits  permissible  under  each  contract. 

Answer : After  a consideration  of  our  statement  the  Price  Adjustment  Board 
ruled : “This  office  recommended  to  the  War  Contracts  Price  Adjustment  Board 
that  your  assignment  to  this  office  for  renegotiation  be  canceled.”  This  action  was 
contained  in  three  letters  dated  June  7, 1946,  relating  to  the  years  1943, 1944,  and 
1945,  respectively.  Copies  of  these  letters  are  enclosed,  enclosure  F. 

It  should  be  noted  that  our  profits  after  taxes  are  less  than  one-half  of  1 percent 
of  our  gross  volume  of  business. 

11.  The  total  cost  to  the  Government  of  the  shipyards  and  facilities  used  by 

your  company.  . ' . „ 

Answer : The  total  cost  of  the  facilities  is  shown  on  enclosure  D,  contract  No. 
MCc  15010.  These  facilities  were  engineered,  installed,  and  financed  at  cost  with- 
out profit  to  the  company. 

Very  truly  yours, 

East  Coast  Shipyards,  I no., 

J.  E.  Otterson,  President. 


Enclosure  B 

February  1, 1944. 

The  Honorable  S.  O.  Bland, 

Chairman , Committee  on  the  Merchan  t Marine  and  Fisheries, 

House  of  Representatives,  Washington  3,  D.  C. 

Dear  Representative  Bland  : Receipt  is  acknowledged  of  your  letter  of  January 
26,  calling  for  certain  information  relative  to  this  company’s  corporate  affairs. 
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The  following  Information  is  furnished  In  accordance  with  your  request : 

1.  Total  capitalization  of  the  company 

Bank  loans $700, 000 

5 percent  subordinated  debentures 100  qqo 

Deferred  Income  after  taxes 1 15’  800 

Surplus  reserve  for  postwar  adjustments 1 75’  000 

Preferred  stock,  5 percent  cumulative,  $100  par  : Authorized 

stock,  3,000  shares  ; issued  and  outstanding,  413  shares $41,  300 

Common  stock  without  par  value : Authorized,  issued,  and 

outstanding,  at  $2.60  per  share,  1,000  shares 2,  600 

43,  800 

Beserve  for  Federal  taxes 1 287  ’ 500 

Total i,  222, 100 

, Pi  elSinmary  figures  subject  to  final  audit  and  the  year-end  adjustments. 


2.  Paid-in  value  of  stock,  if  any 


Paid-in  value  of  stoek_ 


$43,  800 


3.  Number,  of  shares  of  stock  issued 
Preferred  stock _ 

Common  stock 1 000 

Jf.  Names,  addresses,  and  holdings  of  all  stockholders  owning  more  than  5 percent 

of  the  total  capital  stock 

Common  stock : N shares  °f 

John  E.  Otterson,  77  Edgehill  Bd.,  New  Haven,  Conn 758 

Emerson  F.  Davis,  60  Broadway,  New  York,  N.  Y ~_!  1 

Walter  W.  Clark,  11  Broadway,  New  York,  N.  Y 

Clarence  Y.  Palitz  and  family,  120  Broadway,  New  York!~N7'  Y~!!'!  200 

American  Eediscount  Corp.,  120  Broadway,  New  York,  N.  Y_  _ _ 30 

Eliot  B.  Berkwit,  1045  Garrison  Ave„  Teaneck.  N .T  ' 1 

Preferred  stock:  ' •*- 

Walter  W.  Clark,  11  Broadway,  New  York,  N.  Y _ 00 

M.  Joseph  Borst,  974  Darien  Ter.,  Teaneck,  N.  J !_!!!  g« 

William  H.  Healey,  28  Norwood  St.,  Dorchester,  Mass  34 

4’ HoJ®°,nj  74  Hlllcrest  Ave.,  Great  Kills,  Staten  Island!!!!!!”  50 

William  M.  Merrick,  53  East  Beachcroft  Bd.,  Short  Hills,  N.  J_  47 

William  Mulheron,  661  Carlton  Bd.,  Westfield,  N.  J ak 

J.  I.  McClain,  824  Hobart  Ave.,  Plainfield,  N.  J !!_!!!!!!!!!!  34 

Valere  G.  Savage,  49  Highfleld  Lane,  Butherford,  N J__  _ 40 

B.  D.  Weyerbaeher,  Hotel  Vanderbilt,  34th  St.  and  Park  Ave.,  NcwYork"”  75 
Thomas  J.  Durkin,  77  West  85th  St.,  New  York,  N.  Y ! .____!!  24 

I believe  the  above  Information  will  answer  your  inquiry.  If  you  desire  anv 
further  information  regarding  the  company  affairs,  please  command  me 
Very  truly  yours, 

East  Coast  Shipyards,  Inc., 

J.  E.  Otterson,  President. 
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; Enclosure  C 


Officers  and  directors  of  East  Coast  Shipyards,  Inc. 

compensation 

President:  John  E.  Otterson $25, 000 

Treasurer : Walter  W.  Clark H,  200 

StC1Jan^yi9,  1946:  Thomas  J.  Durkin 8,250 

June  23, 1943  to  Jan.  14, 1946 : Albert  H.  Barclay  Jr 6,  500 

Feb.  16  to  June  23, 1943 : Emerson  F.  Davis 0 

Directors : . . 

John  E.i  Otterson f“ove 

Walter  !W.  Clark Abov® 

Clarence  Y.  Falitz : Feb.  16,  1943  to  Dec.  31,  1945 15,  000 

Hamilton  G.  Scott : Feb.  16  to  Nov.  1, 1943 2,  500 

Eliot  E;  Berkwit : Jan.  11,  1944  to  Sept.  26,  1945 2, 400 

Henry  Schwartz:  Sept.  26  to  Dec.  31,  1945 u 
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Enclosure  F 


East  Coast  Shipyards,  Inc., 

New  York , N. 


Unite®  States  Maritime  Commission, 

Washington,  June  7,  19/t6. 


Y. 


Dear  Sir:  Upon  review  of  the  information  submitted  by  you  in  connection 
with  renegotiation  under  .the  Renegotiation  Act,  as  amended,  this  office  recom- 
mended to  the  War  Contracts  Price  Adjustment  Board  that  your  assignment 
to  this  office  for  renegotiation  be  canceled  for  your  fiscal  year  ending  December 
31, 1945. 

This  office  is  advised  that  such  assignment  has  been  canceled  in  accordance 
with  its  recommendation. 

While  such  cancellation  does  not  operate  as  a release  of  liability  under  the 
renegotiation  statute,  nevertheless,  in  the  absence  of  further  developments  no 
further  action  is  contemplated. 

This  cancellation  docs  not  release  you  from  any  obligation  which  you  may 
have  to  file  the  mandatory  financial  statement  and  other  information  required 
by  the  Renegotiation  Act  or  the  Renegotiation  Regulations.  (See  sec.  2 of  ch.  II 
of  the  Renegotiation  Regulations.) 

Very  truly  yours, 


R.  Stead,  Jr., 

(For  John  R.  Pauli,  Price  Adjustment  Board.) 


East  Coast  Shipyards,  Inc., 


United  States  Maritime  Commission, 

Washington,  June  7,  19/t6. 


New  York,  N.Y. 

Dear  Sir:  Upon  review  of  the  Information  submitted  by  you  in  connection 
with  renegotiation  under  the  Renegotiation  Act,  as  amended,  this  office  recom- 
mended to  the  War  Contracts  Price  Adjustment  Board  that  your  assignment 
to  this  office  for  renegotiation  be  canceled  for  your  fiscal  year  ending  December 
31,  1943. 


This  office  is  advised  that  such  assignment  has  been  canceled  in  accordance 
with  its  recommendation. 


While  such  cancellation  does  not  operate  as  a release  of  liability  under  the 
renegotiation  statute,  nevertheless,  In  the  absence  of  further  developments  no 
further  action  Is  contemplated. 

This  cancellation  does  not  release  you  from  any  obligation  which  you  may 
have  to  file  the  mandatory  financial  statement  and  other  information  required 
by  the  Renegotiation  Act  or  the  Renegotiation  Regulations.  (See  sec.  2 of  ch  II 
of  the  Renegotiation  Regulations. ) 

Very  truly  yours, 


John  R.  Pauli,, 
Price  Adjustment  Board. 


East  Coast  Shipyards,  Ino., 

_r  New  York  Jh  N.  F.,  October  11,  19 A6. 

Mr.  Marvin  J.  Coles, 

General  Counsel,  Merchant  Marine  and  Fisheries  Committee, 

House  of  Representatives,  Washington,  D.  C. 


Dear  Mr,  Coles:  Referring  to  your  telegram  of  October  10,  the  following 
information  is  furnished  you  in  reply : 

Average  amount  of  outstanding  bank  loans,  $700,000. 

We  had  no  loans,  guaranties,  or  advances  from  the  Government.  Our  bank 
loans  were  not  secured  by  pledge  of  Government  contracts,  but  were  secured 
by  an  assignment  of  receivables. 

Very  truly  yours, 


East  Coast  Shipyards,  Inc., 
J.  E.  Ottekson,  President. 
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Exiiibit  31 

July  27,  194 <5. 

Mabinship  doKP., 

Sau'salito,  Calif.  . 

rmN'iiFMEik-  Pursuant  to  House  Resolution  38,  Seventy-ninth  Congress,  the 
Committee  on  the  Merchant:  Marine  and  Fisheries  is  undertaking  an  investigatioi 
of  wartime  profits  made  by  shipyards  under  contract  with  the  Maritime  Commi  - 
sion  m ordefthtt  the  committee  may  have  full  information  concerning  each .of 
the  shipyards  involved,  it  is  requested  that  you  furnish  us  with  the  follow  „ 

information^e  ^ wticll  your  company  was  formed,  and  a copy  of  its  corporate 

Ch2.r  The  total  capital  of  your  company,  giving  a break  down  of  the  types  of 

St 3/fChe*1  names^f  all  officers  and  directors,  and  a statement  of  their  annual 

compensation.^  ^ ^ offlcers  and  employees  who  have  received  compensation  of 
over  $15,000  per  annum,  gi  ving  the  amounts  received  and  the  extent  to  which  such 
payments  were  reimbursable  by  the  Maritime  Commission.  , 

1 5 The  names  of  all  persons,  associations,  or  corporations  holding  5 percent  or 
more  of  the;  capital  stock  of  your  company  giving  the  amounts  of  capital  stock 

“ The'SElbniWint  experience  prior  to  Ml.  of  all  offlcers,  directors,  nnd  .toclr- 

naeS,hr.£T'S.TSts?'SStfor  stockholders  owninp  more  td.n  5 

SSrfoS»"CcS»SS  SSS  contracts  will  the  Maritime  Commission 

5VhTte"t£l”ofgalWffl«SrdU™i»rs,  or  stockholders  owning  more  than  5 
nercent  of  the  capital  stock  of  your  company  who  have  owned  5 percent  or  more 
of  the  capital  stock  of  another  company  which  has  contracts  with  the  Maritime 
OntYvirn  ssioiv  or  th  2 ^^ar  Shipping  Administration.  ^ 

9,  A description  of  all  contracts  between  your  company  and  the  Maritime  Com- 
mission giving : „ 

rrho  serial  number  of  each  contract.  . 

(6)  The  type  of  contracts  (i.  e.,  whether  cost-plus,  lump-sum,  or  price-minus). 

(r)  The  number  and  type  of  ships  covered  by  each  contract. 

(d)  The  number  of  ships  constructed  and  delivered  under  each  contract. 

(e)  The  tntal  amounts  paid  by  the  Maritime  Commission  under  each  contract. 

(If  final  settlement  has  not  been  reached,  please  give  status  of  negotiations,  the 
amounts  in  dispute,  and  the  amounts  already  paid.) 

(f)  The  maximum  fee  payable  under  each  contract. 

(n\  The  minimum  fee  payable  under  each  contract. 

(h)  The  actual  fee  paid  under  each  contract.  (If  final  settlement  of  fees  has 
not  been  reached,  please  give  details  as  to  amounts  paid,  amounts  m dispute,  etc.). 

$ company  under  contracts 

^io-^Krana^roteunder  each  of  the  afore-mentioned  contracts  allowed 

Rf  11  Thegiatus°of  each  contract  still  subject  to  renegotiation,  giving,  wherever 
possible,  information  showing  the  opinion  of  the  Price  Adjustment  Board  and  of 
vour  company  ns  to  the  fees  and  profits  permissible  under  each  contract. 

3 12.  The  total  cost  to  the  Government  of  the  shipyards  and  facilities  used  by 

y°WW°™I  realize  that  some  of  the  information  mentioned  above  may  be  difficult 
to  compile  the  committee  is  anxious  to  hold  hearings  not  later  than  early  Septem- 
ber Would  yon,  therefore,  please  make  every  effort  to  return  this  information 
prior  to  August  15, 1946?  In  the  event  that  ail  of  the  information  cannot  be  com- 
piled bv  that  time,  would  you  please  forward  the  facts  requested  that  can  be 
furnished  with  a statement  as  to  the  earliest  possible  date  that  the  remaining 
matters  cab  he  forwarded?  . 

Your  cooperati  on  will  be  appreciated. 

Sincerely  yoms,  Marvin  .T.  Coles,  General  Counsel. 

[Penned  notat  on:]  (Similar  questionnaires  sent  to  all  operators  of  Govern- 
ment-owned shipyards.) 
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Exhibit  32 


September  9,  1046. 


Marinship  Coep., 

Sausalito,  Calif. 

Gentlemen  ■ Thank  you  for  forwarding  the  financial  data  concerning  youi 
company  requested  by  my  letter  of  July  27.  The  information  which  you  have 
furnished  will  be  presented  to  the  committee  at  its  next  series  of  hearings. 

Hearings  on  the  question  of  shipyard  profits  will  be  held  by  a special  subcom- 
mittec  during  the  week  beginning  Monday,  September  23,  in  room  21T  of  the 
Old  House  of  Representatives  Office  Building.  It  is  probable  that  members  of  the 
subcommittee  will  have  numerous  questions  concerning  your  company  and  other 
companies  wTbich  participated  in  the  shipbuilding  program.  It  would  be  appreci- 
ated, therefore,  if  you  could  arrange  to  have  a representative  of  your  company, 
fully  conversant  with  its  financial  history  and  status,  available  to  testify  before 
the  subcommittee  during  that  week. 

Would  you  please  inform  me  as  promptly  as  possible  the  name  of  the  man 
designated  to  represent  your  company? 

Very  truly  yours, 

Marvin  J.  Cot-.es,  General  Counsel. 

[Penned  notation:]  (Similar  letters  sent  to  all  operators  of  Government-owned' 
shipyards. ) 


Exhibit  33 

September  11,  1945. 

To:  W.  L.  Slattery,  General  Auditor  of  Construction. 

From : A.  D.  Burrowes,  Unit  Head. 

Subject : Renegotiation— St.  Johns  River  Shipbuilding  Co.— Contract  MCc-34743, 

On  December  9,  1944,  the  Commission  entered  into  a clearance  agreement  with 
St.  Johns  River  Shipbuilding  Co.,  designated  “MCc-34743,”  under  which  total 
profits  were  allowed  the  shipbuilder  in  the  sum  of  $900,000  for  services  performed 
under  contract  MCc-2427,  in  construction  of  30  EC-2  vessels.  The  fees  allowed 
represent  payment  on  a minimum  basis  and  the  (Contractor  has  waived  claim  for 
any  compensation  in  excess  of  that  amount. 

Article  8,  paragraph  A,  of  the  vessel-construction  contract  reads,  in  part,  as 
follows : 

“8  (A)  If  delivery  of  any  Vessel  is  delayed  beyond  the  delivery  date  stipu- 
lated therefor  in  Article  5 hereof,  then  the  base  fee  payable  to  the  Contractor 
under  the  provisions  hereof  with  respect  to  said  Vessel  shall  be  decreased  to  cover 
fixed,  agreed,  and  liquidated  damages  (and  not  as  a penalty)  for  delay  in  delivery 
of  each  such  Vessel  an  amount  equal  to  $400  for  each  and  every  calendar  day  of 
such  delay;  ...” 

Elasped  time  between  the  contract  date  of  delivery  of  each  hull  and  the  actual 
date  of  delivery  of  each  hull  indicates  delayed  deliveries  in  the  aggregate  of 
2,940  days. 

A,  D.  Btjrrowes. 


Exhibit  34 


United  States  Maritime  Commission, 

Office  of  the  Chairman, 
Washington , October  22,  19J/6. 


Hon.  Marvin  J.  Cores, 

Merchant  Marine  and  Fisheries  Investigating  Committee, 

Washington  25,  D.  C. 


Dear  Mr,  Coles:  Reference  is  made  to  your  letter  dated  September  11,  1946, 
with  regard  to  the  19  companies  which  operated  Government-built  shipyards.  You 


93486—46 40 
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state  that  your  attention  has  been  called  to  the  fact  that  there  are  other  wholly 
built  shipyards  with  Government  funds  which  were  omitted  from  the  previous 
list,  and  you  stale  MacEvoy  Shipbuilding  Co.  as  an  example.  = 

You  are  advised  that  the  MacEvoy  Shipbuilding  Co.  owned  a shipyard  prior 
to  the  date  that  any  Government-owned  facilities  were  installed,  This  is  borne 
out  by  the  fact  chat  the  first  contract  for  ship  construction  was  awarded  to  the 
MacEvoy  Shipbuilding  Co.  dated  November  17,  1941.  The  facilities  contract  was 
not  awarded  to  MacEvoy  until  May  12,  1942,  which  is  also  the  date  of  the  award 
of  the  second  ship-construction  contract  to  this  company. 

According  to  Commission  records,  the  19  yards  originally  listed  are  the  only 
yards  completely  constructed  with  Government  funds.  There  are  several  addi- 
tional shipyards  where  the  Commission  has  expended  substantial  funds  in  in- 
creasing shipbuilding  facilities  at  existing  shipyards. 

The  information  requested  with  regard  to  privately  owned  shipyards  and  for 
those  for  which  some  Government-constructed  facilities  were  built  is  now  being 
prepared  and  will  be  furnished  you  as  soon  as  completed. 

Sincerely  yours, 

W.  W.  Smith,  Chairman.  ! 


Exhibit1  35 


Cox,  Langford,  Stoddard  & Cutler, 
Washington  6,  D.  C.,  October  SO,  1946. 

Marvin  CPles,  Esq.,  ■ 

Counsel,  Merchant  Marine  and  Fisheries  Committee, 

JT ouse  of  Representatives,  Washington,  D.  C. 

Dear  M4  Coles  : In  accordance  with  our  telephone  conversation  of  this  morn- 
ing, I am  sending  you  the  answers  of  Mr.  Kaiser  to  the  questions- in  .volume  I of 
the  record | of  the  Bland  committee  hearings.  The  answer  to  the  question  on 
page  140  is  still  being  prepared  and  will  be  forwarded  to  you  as  soon  as  possible. 

As  you  know,  an  entire  staff  of  people  on  the  coast  has  been  engaged  in  gather- 
ing the  information  with  which  to  answer  these  questions.  The  answers  to  the 
balance  of  the  questions  are  expected  to  be  completed  by  the  end  of  this  week. 

I firmly  believe,  as  I stated  to  you  over  the  telephone  this  morning,  that  the 
answers  should  be  printed  in  the  record  as  Chairman  Bland  suggested,  namely,  at 
the  point  ih  the  record  where  the  question  was  asked.  : 

Sincerely  yours,  1 

Oscar  Cox. 

Answers 


Page  48 


Mr.  Cot.es.  Mr.  Kaiser,  what  was  the  total  Investment  of  yourself  or  the  Kaiser 
affiliated  companies  in  the  physical  plants  of  * * * the  four  (shipyards)  that 
you  say  yoh  coni  rolled  or  managed? 

Mr.  Kaiser,  Though  totals  varied  considerably  during  the  period  1912-40  inclu- 
sive, the  maximum  and  minimum  investments  by  Kaiser-managed  shipbuilding 
companies  in  land  and  buildings,  furniture  and  fixtures  and  automobiles  at  the 
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various  yards  operated  by  the  companies  to  the  latest  dates  available  were  as 
follows: 


Maximum 

Minimum 

Kaiser  Co.,  Inc.: 

June  1943 

June  1848 

$376, 487. 17 
6,  936.  23 
54,  790. 10 

$24, 740.  92 
70,091.04 

Total  „ 

437,213. 50 

94,831.96 

Oregon  Shipbuilding  Corp.: 

December  1943 

July  1946 

'$135, 764. 74 
6, 909. 08 
32, 015.  99 

$93,903.71 
7,  565.  33 
33, 188. 13 

174, 689. 81 

134, 667. 17 

The  Permanen tie  Metals  Corp.: 

December  1945 

August  1946 

$2,793.75 
60, 104. 66 

$1,636.23 
28, 186. 24 

62,898.31 

29,822.47 

Kaiser  Floetwings,  Inc.  (formerly  Kaiser  Cargo,  Inc.): 

October  1944 

August  1948 

$1,601.32 

1,601.32 

676, 402. 94 

1 Title  to  land  and  buildings  was  held  in  Kaiser  Co.,  Inc.,  for  a considerable  period  of  time  until  logal 
technicalities  for  transfer  from  the  original  owner  to  Maritime  Commission  could  be  worked  out. 

Seo  exhibit  6;  pages  407-411. 


Page  50 

Mr.  Coles.  Were  you  a personal  endorser  of  those  loans  of  ($13,750,000)  to  the 
(Kaiser  Co.,  Inc.)  ? 

Mr,  Kaiser.  Those  loans  of  $13,750,000  were  made  to  Kaiser  Co.,  Inc.,  by  pri- 
vate banks  upon  the  credit  of  the  company  and  without  any  guarantee  by  the 
Government.  I was  not  a personal  endorser  in  a strict  legal  sense,  but  all  of 
the  loans  were  made  to  the  company  upon  the  basis  of  my  character,  reputation, 
and  past  accomplishments  established  by  punctually  meeting  all  terms  and  con- 
ditions of  every  loan  obtained  over  a period  of  approximately  40  years  in 
private  business  during  which  time  companies  managed  by  me  had  completed 
$383,000,000  worth  of  work. 

Page  50 

Mr.  Coles.  Was  interest  paid  on  those  loans  (of  $13,750,000)  ? 

Mr.  Kaiser.  Yes,  it  was,  at  a rate  of  2(4  percent  per  annum. 

Page  51 

Mr.  Coles.  When  was  this  loan  (of  $13,750,000)  originally  floated?  Do  you 
remember? 

Mr.  Kaiser.  The  first  loan  under  the  credit  agreements  for  the  Vancouver  yard 
and  Richmond  No.  3 yard  was  made  in  February  1042.  The  first  loan  under  the 
credit  agreement  for  the  Portland  Swan  Island  yard  was  made  in  April  1942. 

Page  51 

Mr.  Coles.  Mr.  Chairman,  I find  some  difficulty  in  locating  this  on  the  record,  but 
the  record  furnished  by  the  Kaiser  Co,  (Inc.)  shows  that  in  December  1942  and 
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March  1913,  up  to  those  dates  $13,750,000  had  been  borrowed  by  the  company 
and  was  not  guaranteed.  On  those  two  dates  new  arrangements  were  made  in 
the  amount  of  almost  $18,000,000  guaranteed  by  the  Government.  Is  that  correct, 
i Mr.  Kaiser? 

Mr.  Kaiser.  I find  upon  examining  the  report,  originally  filed  with  the  com- 
mittee by  Kaiser  Co.,  Inc.,  and  particularly  exhibit  B attached  thereto,  that  the 
answer  to  the  above  question  is  yes.  The  new  arrangements  were  necessary 
because  of  the  magnitude  of  the  operations.  In  the  first  instance,  it  was  neces- 
sary for  Kaiser  Co.,  Inc.,  to  borrow  from  several  banks  so  that  no  one  of  them 
would  exceed  the  limitations  imposed  by  the  Federal  Government  on  loans 
which  banks  can  make  to  any  one  borrower.  Later,  with  increased  operations, 
it  was  necessary  to  borrow  under  regulation  V,  which  loans  were  guaranteed  by 
the  Government  so  that  the  effect  of  borrowing  under  this  regulation  was  to 
permit  larger  loans  by  each  bank  without  exceeding  their  maximum  limits  on 
loans  to  any  one  borrower.  I might  add  that  regulation  V loans  were  not  only 
authorized  by  Federal  law  but  their  use  was  encouraged  by  the  Government  to 
! further  the  war  effort. 

I Page  52 

Mr.  Coles.  Dc  you  have  any  personal  or  legal  obligations  on  those  loans  (of 
$10,500,000  borrowed  from  the  Bank  of  America  under  the  credit  agreement  of 
December  j.5, 1942)  ? 

Mr.  Kaiser.  As  of  this  time  I could  not  have  any  personal  or  legal  obligations 
under  said  loans  because  the  last  of  them  were  paid  in  full  in  June  1945.  How- 
ever, I never  hat  any  personal  legal  obligation  in  the  strict  sense  but  my  personal 
character  land  reputation  were  nevertheless  at  risk  so  that  I could  not  have 
permitted  any  default  on  the  loans  to  occur  if  I expected  to  carry  on  business 
in  the  future. 

Page  52 

Mr.  Coles.  Dil  you  endorse  any  of  those  loans  (of  $10,500,000  borrowed  from 
the  Bank  'of  America  under  the  credit  agreement  of  December  15,  1942)  with 
your  personal  signature? 

Mr.  Kaiser.  No  ; but  those  loans  were  “character  endorsed”  by  me  in  the  same 
manner  asjthe  private  unguaranteed  loans  of  $13,750,000  as  mentioned  in  answers 
to  previous  questions. 

Pago  53 

Mr.  Coup.  Were  receivables  from  the  Government  pledged  as  security  for  those 
(bank)  loans? 

Mr.  Kaiser.  With  respect  to  the  private  unguaranteed  loans  in  the  amount  of 
$18,750,00Q,  neither  the  Government  contracts  nor  any  receivables  thereunder 
were  pledged  or  assigned  as  security  for  such  loans.  Respecting  Government 
guaranteed  loans  in  the  amount  of  $16,870,000,  actually  borrowed  under  loan 
agreement:  permitting  $18,000’, 000  to  be  borrowed,  all  receivables  including  fees 
under  the  contracts  were  assigned  to  the  banks  as  required  by  Government  regula- 
tions covering  si  cli  guaranteed  loans. 

Page  53 

Mr.  Kaiser.  Except  we  put  some  private  profit  from  other  things  into  this 
, company. 

Mr.  Coles.  What  were  those  things? 

Mr.  Kaiser.  I would  have  to  get  a list  of  them.  Now  we  are  losing  because  of 
tlie  fact  that  we  cannot  get  that  ship  settlement  with  our  shipyard  No.  3 which 
you  are  familiar  with  and  saw  and  I thought  it  ought  to  be  straightened  out  when 
I talked  to  you  about  it. 

Mr.  Coles.  You  said  “other  profits.”  Were  you  referring  then  to  profits  put 
i into  Kaiser  Co.,  Inc.  ? 

Mr.  Kaiser.  Yes;. or  other  work. 

Mr.  Coles.  Ai  d was  that  other  work  mainly  for  Government  contracts? 

Mr.  Katsei;.  No  ; not  all,  Mainly,  perhaps.  I do  not  know  definitely, 
j ( For  th^  purposes  of  the  record,  the  following  is  offered  as  a further  answer  to 

i the  above  series  of  questions  :) 

Mr:  Kaiser.  We  put  other  work  in  addition  to  shipbuilding  into  Kaiser  Co.,  Inc. 
This  other  work  consisted  generally  of  the  following : 

Richmond  Yard  No.  3 : A Navy  contract  for  militarization  of  floating  . 
drydoicks,  tivo  ship-repair  contracts  with  War  Shipping  Administration,  a 
ship-repair  contract  with  the  War  Department,  a contract  with  the  Navy  for 
disarmament  and  storage,  a Navy  contract  for  ship  repair,  miscellaneous 
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repair,  scrapping,  and  construction  contracts  for  private  parties,  repair  work 
for  the  Maritime  Commission  on  both  fixed-price  and  cost-plus-fixed-fee  basis. 

Portland  (Swan  Island)  Yard:  Two  ship-repair  contracts  with  the  War 
Shipping  Administration,  two  ship-repair  contracts  with  the  Navy,  one  ship- 

•repair  contract  with  the  War  Department,  miscellaneous  ship-repair  work 
for  private  parties  and  foreign  governments,  ship-repair  work  for  the  Maritime 
Commission. 

Vancouver  Yard:  A contract  with  the  Navy  for  the  construction  of  eight 
carriers.  Due  to  the  end  of  the  war  no  vessels  were  completed  under  this 
contract.  This  was  a fixed-price  contract  subject  to  redetermination.  The 
total  contract  price  was  $88,000,000. 

Page  S3 

Mr.  Copes.  So  that  you  put  in  $100,000  in  the  Kaiser  Co.,  Inc.,  originally. 

What  other  money  did  you  put  into  that  company? 

Mr.  Kaiser.  As  mentioned  previously,  profits  from  work  other  than  shipbuilding 
were  made  by  Kaiser  Co.,  Inc.  No  other  money  was  put  into  Kaiser  Co.,  Inc., 
but  it  borrowed  $13,750,000  from  private  banks  without  Government  guarantee  for 
use  in  its  shipbuilding  activities. 

Mr.  Copes.  Was  there  any  increase  in  the  Kaiser  Co.  (Inc.)  through  stock 
dividends? 

Mr.  Kaiser.  No  ; there  was  not. 

Page  54 

Mr.  Coles.  Was  the  capital  of  this  Kaiser  Co.  (Inc.)  used  to  advance  any  of 
your  other  shipbuilding  operations? 

Mr.  Kaiser.  No;  not  in  a direct  way.  However,  all  of  the  shipyards  operated 
by  Kaiser-managed  companies  were  conducted  at  the  behest  of  the  Maritime 
Commission  in  such  manner  as  to  obtain  the  best  over-all  production  records. 

This  sometimes  entailed  a yard  operated  by  one  Kaiser-managed  company  doing 
work  for  a yard  operated  by  another  Kaiser-managed  company.  For  example, 

Oregon  Shipbuilding  Corp.,  completed  two  Liberty  vessels  which  the  Vancouver 
yard  of  Kaiser  Co.,  Inc.,  had  started  under  its  original  contract  but  which 
Kaiser  Co.,  Inc.,  allowed  to  be  canceled  so  that  Kaiser  Co.,  Inc.,  could  convert  and 
use  the  facilities  on  the  LST  program. 

Later  in  the  program  when  the  Vancouver  yard  of  Kaiser  Co.,  Inc.,  had  excess 
capacity  temporarily,  it  partially  completed  eight  vessels  for  Oregon  Ship- 
building Corp. 

Richmond  Shipyard  No.  3 operated  by  Kaisor  Co.,  Inc.,  also  outfitted  numerous 
victory  ships  for  the  Permanente  Metals  Corp.' 

In  the  above  manner  working  funds  of  Kaiser  Co.,  Inc.,  were  tied  up  in  ac- 
counts receivable  for  work  done  by  yards  operated  by  other  Kaiser-managed 
companies  and  vice  versa,  and  in  this  sense  and  to  foster  the  greatest  produc- 
tion of  ships,  capital  of  Kaiser  Co.,  Inc.,  was  used  in  other  shipbuilding 
operations. 

Pages  55-56 

Mr.  Coles.  Were  the  shipyard  profits  guaranteed  to  pledge  the  loan  on  your 
steel  company? 

Mr.  Kaiser.  Yes. 

Mr,  Coles.  As  a result  of  pledging  those  (ship)  profits  (for  repayment  of  the 
Fontana  bteel  loan)  was  it  impossible  for  Kaiser  Co.,  Inc.,  to  pay  up  its  bank 
loans? 

Mr.  Kaiser.  No.  The  bank  loans  have  been  paid  in  full  in  accordance  with 
the  loan  agreements. 

Mr.  Coles.  Was  the  payment  of  those  bank  loans  delayed  because  the  profits 
were  pledged  to' (the  Reconstruction  Finance  Corporation  to  secure  repay- 
ment of  the  loan  to)  the  steel  company? 

Mr.  Kaiser.  No.  Repayment  of  the  hank  loans  was  in  no  way  delayed  by  the 
fact  that  shipbuilding  fees  were  pledged  as  security  for  repayment  of  the  loan 
of  the  Reconstruction  Finance  Corporation  on  the  Fontana  steel  plant. 

Mr.  Coles.  As  a result  of  any  delay  which  may  have  occurred  would  the 
Government  continue  to  have  to  pay  half  the  interest,  reimbursing  the  shipyard 
profit  loans  ? 

Mr.  Kaiser.  No,  sir.  No  delay  occurred. 

Mr.  Coles.  Does  that  infer  that  the  loan  must  have  been  paid  off  sooner? 

Mr.  Kaiser,  The  question  is  indefinite  because  it  is  not  clear  whether  reference 
is  made  to  the  bank  loans  or  the  Reconstruction  Finance  Corporation  loan  on 
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the  Fontana  steel  plant.  Apparently,  counsel  is  concerned  with  or  wishes  to 
establish  through  the  foregoing  series  of  questions  that  the  Government  had 
to.  reimburse  a greater  amount  of  interest  on  the  bank  loans  obtained  for 
shipbuilding  purposes  because  of  the  pledge  of  the  shipbuilding  fees  as  security 
for  the  RpO  loan  on  the  steel  plant.  Actually  the  opposite  is  the  case.  *The 
bank  loans  applicable  to  particular  contracts  were  in  all  instances  paid  off  before 
any  shipbuilding  fees  were  applied  on  the  RFC  steel -plant  loan,  and,  in  fact, 
after  it  was  necessary  to  use  Government-guaranteed  bank  loans  all  receivables 
from  the  shipbuilding  contracts,  including  fees,  were  assigned  to  the  bank  and 
were  applied  first  in  repayment  of  the  bank  loans  as  soon  as  the  funds  were 
disbursed  by  the  Government  in  payment  of  work  on  the  contract.  Therefore, 
the  only  additional  interest  which  might  have  accrued  on  the  bank  loans  re- 
sulted from  delays  of  the  Government  in  paying  invoices  under  the  shipbuilding 
contracts  after  they  were  submitted,  and  the  pledge  of  the  shipbuilding  fees  as 
security  for  tho  steel-plant  loan 'in  no  way  affected  repayment  of  the  bank 
loans.  On,  the  other  hand,  through  this  arrangement  earned  shipbuilding  fees 
were  held:  by  the  bank  until  the  particular  contract  under  which  they  were 
earned  was  completed  so  that  during  this  interim  period  the  fees  could  not  be 
applied  on  the  steel-plant  loan,  thus  actually  resulting  in  increased  interest 
which  Kaiser  Co.,  Inc.,  had  to  pay  to  RFC. 

Page  56 

Mr.  Coles.  Let  us  go  on,  Mr.  Kaiser,  to  the  Government  investment  in  the 
Kaiser  Co.  (Inc.)  (yard).  How  much  did  the  Government  invest  in  the  Kaiser 
companies’  shipyards?  . 

Mr.  Kaiser,  i will  furnish  it.  Exhibit  H,  attached  to  the  report  submitted  to 
the  committee,  shows  that  the  Government  invested  a total  of  $75,594,732.80  in 
the  three  yards  operated  by  Kaiser  Co.,  Inc.  In  addition,  the  Government  in- 
vested a total  of  $34,057,893.53  in  housing  and  transportation  facilities  at  the 
three  yards  operated  by  Kaiser  Co.,  Inc.,  making,  in  all,  a total  investment  by 
the  Government  of  $109,652,626.42,  all  of  which  was  constructed  by  Kaiser  Co., 

Inc.,  without  any  fee  or  profit  on  the  work. 

: Page  51 

Mr.  Coles.  The  total  figure  you  gave  us  is  for  the  yards  themselves,  $75,594,000. 
When  you  jincluile  housing  in  the  yards  and  transportation  to  the  yards,  $109,- 
652,009— ai-e  those  figures  correct? 

Mr.  Kaiser.  To  the  best  of  my  knowledge,  they  are.  I have  previously  answered 
this  in  your  preceding  question. 

Pages  51-58 

Mr.  Coles.  I will  show  you  here  a copy  of  a record  prepared  by  the  War  Pro- 
duction Board  which  shows  the  total  private  investment  in  all  your  yards,  and 
call  attention  to  the  Kaiser  shipbuilding  activities,  which  shows  that  in  the  Port- 
land yard  you  had  $120,000  invested.  Is  that  correct? 

Mr.  Kaiser.  Our  records  show  that  we  had  a low  of  $104,827.88  in  September 
1942  and  a | high  of  $376,487.17  in  June  1943,  invested  in  land  and  buildings  at  the 
Portland  Swan  Island  yard,  operated  by  Kaiser  Co.,  Inc.  After  June  1943  legal 
technicalities  were  worked  out  so  that  the  land  and  buildings  could  be  trans- 
ferred froirj  the  original  owners  to  the  Maritime  Commission,  and  Kaiser  Co.,  Inc., 
had  no  further  investment  therein.  The  above  figures  do  not  include  Ffaiser 
Co.,  Inc.’s  investment  in  furniture,  fixtures,  and  automobiles  used  at  "the  yard, 
which  varied  'between  a minimum  of  $4,458.68  in  April  1942  and  a maximum  of 
■ $53,336.75  ijn  October  1945.  The  investment  in  the  items  mentioned  above  varied 

considerably  during  the  period  1942-46,  and,  while  the  date  of  the  WPB  report 
is  not  given,  we  are  unable  to  find  any  combination  of  figures  representing  invest- 
ment in  land  and  buildings,  furniture  and  fixtures,  or  automobiles,  during  the 
period  104^46  which  we  can  reconcile  with  the  $120,000  figure  quoted  from  the 
WPB  report. 

I Page  58 

Mr.  CoLEjs.  Did  you  (Kaiser  Co.,  Inc.)  have  as  much  as  $1,000,000,  or  1 percent 
of  the  Government’s  investment,  invested? 

Mr.  Kaiser.  No..  As  mentioned  in  an  answer  to  a previous  question,  Kaiser 
Co.,  Inc.,  hfid  a maximum  of  $437,213.50  invested  in  yards  operated  by  it  at  any 
one  time.  However,  it  should  be  pointed  out  that  all  of  the  yards,  except  pos- 
sibly Richmond  Yard  No.  3,  were  highly  specialized  plants,  built  to  meet  a war- 
time emergency,  and  it  was  not  contemplated  that  they  could  be  used  in  private 
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Industry-  after  the  war.  Richmond  Yard  No.  S,  the  only  one  which  could  be 
considered  as  of  a permanent  nature,  is  actually  being  held  by  the  Maritime 
Commission  to  meet  possible  future  emergency  shipbuilding  needs  of  the  Govern- 
ment Under  these  circumstances,  the  Government  did  not  expect  or  requi  e 
private  investment  in  the  yards  themselves  any  more  than  private  investment  in 
hundreds  of  other  emergency  plants  built  during  the  war  was  expected  or 
rermired  Kaiser  Co.  Inc.  was,  however,  required  to  provide  adequate  equity 
capital  which  in  earlier  Maritime  contracts  with  other  operators,  had  been  fixed 
ntPa  minimum  of  $100, TOO  per  way.  Using  this  standard,  Kaiser  Co. , Inc.  .actu- 
ally provided  more  than  five  times  the  minimum  equity  capital  per  way  which 
had  previously  been  fixed  by  the  Maritime  Commission  with  respect  to  other 

yards.  „ 

Page  59 

Mr.  Coles.  Are  you  inferring  that  yours  was  the  first  Maritime  yard  built? 

Mr.  Kaiser.  Kaiser  Co.,  Inc.,  was  not  the  first  to  do  so  but  Oregon  Shipbuilding 
Corn  a Kaiser-managed  company,  was  one  of  the  first  three  companies  to  make 
such ’a  contract  with  the  Maritime  Commission.  All  three  companies  signed 
their  contracts  with  the  Commission  on  the  same  day  m January  lwn. 

Pages  59-00 

Mr.  Coles.  I would  like  to  find  out,  If  you  will,  what  the  total  fees  paid  to 
subcontractors  in  the  construction  of  the  yard(s)  (of  Kaiser  Co.,  Inc.)  amounted 
to.  Can  you  furnish  that  tomorrow  ? ■ . . « 

' Mr  Kaiser.  In  the  construction  of  Richmond  Shipyards  3 and  4,  Kaisei  Co., 

Inc.,  paid  a total  of  $300,000  in  fees  to  Arthur  Rousseau,  Louis  C.  Dunn,  and 
Robert  McCarthy  Co.  on  cost-plus-fixed-fee  contracts  performed  by  those  con- 
tractors amounting  to  a total  of  $13,607,492.06,  including  the  above-mentioned  fees. 

All  other  subcontracts  for  work  in  connection  with  yards  3 and  4 in  the  total 
amount  of  $15,152,326.46  were  on  a lump  sum  or  fixed  price  basis  and  the  amount 
of  profits  or  losses  sustained  by  such  subcontractors  cannot  be  ascertained  by 
us  There  were  a very  great  number  of  such  subcontractors  and  we  presume  that 
the  committee  will  be  able  to  develop  this  Information  through  the  War  Contracts 
Price  Adjustment  Board  if  desired.  ,,  . . . 

In  the  construction  of  the  Vancouver  yard,  Kaiser  Co.,  Inc.,  paid  a fee  of 
$13,300  to  Gilpin  Construction  Co.  under  a : contract  with  that  company •.  All 
other  work  in  connection  with  this  yard  in  the  total  amount  of  $11,850,856.11,  in- 
cluding the  above-mentioned  fee,  was  subcontracted  on  a lump  sum  or  fixed  price 
basis  and  again  we  have  no  way  of  ascertaining  the  profit  or  loss  which  may 
have  been  sustained  by  the  numerous  subcontractors  performing  such  work. 

In  the  construction  of  the  Swan  Island  yard,  Kaiser  Co.,  Inc.,  paid  one  fixed 
fee  amounting  to  $12,000  to  Reimers  & Jolivette  under  one  cost-phis-flxed-fee 
contract  with  that  firm  in  the  total  amount  of  $187,569.84  including  said  fee. 

In  connection  with  construction  of  the  Swan  Island  yard  several  Tees  for  pro- 
fessional engineering  and  architectural  services  were  paid  to  Miles  Cooper,  Woitt 
& Phillips,  John  W.  Cunningham,  Kaiser  Engineers,  Inc.,  and  H.  R.  Cedergren 
in  the  total  amount  of  $52,555,08.  Only  one  subcontract  was  made  with  Kaiser 
Engineers,'  Inc,,  an  affiliate  of  Kaiser  Co.,  Inc.,  and  a so-called  tee  of  $2,843.78 
was  paid  to  Kaiser  Engineers,  Inc.,  under  said  contract  but  this  only  represented 
direct  costs  which  were  audited  by  the  Maritime  Commission  and  did  not  include 
anything  for  overhead  or  profit.  We  have  no  way  of  determining  the  actual 
profits  made  by  other  subcontractors  performing  these  professional  services. 

With  the  exception  of  the  one  cost-plus-fixed-fee  contract  and  the  fees  as 
noted  above  all  other  subcontracts  at  the  Swan  Island  yard,  totaling  $9, lo3, 709.53, 
were  let  on  a lump  sum  Or  fixed  price  basis  and  we  have  no  way  of  determining 
the  amount  of  profits  or  losses  which  may  have  been  sustained  by  the  numerous 
subcontractors  involved.  , 

All  subcontracts  which  were  awarded  by  Kaiser  Co.,  Inc.,  for  construction  of 
the  yards  were  submitted  to  and  approved  by  the  Maritime  Commission. 

Page  62 

Mr.  Coles.  Were  you  paid  over  $40,000,009  in  fees  and  profits  for  your  ship- 
building operations?  , 

Mr.  Kaiser.  Exhibit  F,  schedule  1 of  the  report  previously  submitted  by  Kaiser 
Co,  Inc.,  to  the  committee  prior  to  the  September  1946  hearings  shows  that  to 
May  31,  1946,  Kaiser  Co.,  Inc.,  had  been  paid  $44,220,424.21  in  gross  fees  before 
deduction  of  $5,750,360.98  in  nonreimbursable  costs  and  before  final  settlement 
of  amounts  which  remained  unpaid  by  the  Maritime  Commission  under  certain 
of  Kaiser  Co.,  Inc.’s  contracts  in  the  total  sum  of  $29,766,134.78  which  said  amounts 
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amount  of  gross  fees  which  Kaiser  Co.,  Inc.,  will  have  received  and  retained  from 
shipbuilding  operations  will  not  be  known. 

Page  64 

Mr.  Copes.  How  much  taxes  did  you  pay  in  1941  of  the  46  million  dollars  in 
fees  and  profits V 

Mr.  Kaiser.  In  the  first  place,  Kaiser  Co.,  Inc.,  was  not  formed  until  December 
1941  so  it  had  no  fees  or  profits  in  that  year.  In  the  second  place,  throughout  the 
entire  period  of  the  operations  of  Kaiser  Co.,  Inc.,  it  could  not  be  said  that  it  had 
$46, 000, COO  in  fees  and  profits  no  matter  what  basis  is  used  for  the  computation. 
Schedule  I attached  to  exhibit  F of  the  report  originally  submitted  to  the  com- 
mittee shows  that  after  deducting  nonreimbursables,  Kaiser  Co.,  Inc.,  had  gross 
earnings  from  shipbuilding  contracts  of  $41,133,396.23.  Said  schedules  show  that 
in  the  operation  of  the  steel  plant  Kaiser  Co.,  Inc.,  sustained  a gross  loss  of 
$59,712,43(5.49,  resulting  in  a net  loss  of  $18,579,040.26  to  May  31,  1946.  Under 
these  circumstances,  no  income  taxes  were  payable  by  Kaiser  Co.,  Inc. 

Page  65 

Mr.  Coras.  Very  good.  Now,  Mr.  Kaiser,  did  you  pay  a penny  of  taxes  on  the- 
sliipbuilding  profits  made  by  the  Kaiser  Co.,  Inc.? 

Mr.  KAjfsER.  Kaiser  Co.,  Inc.,  paid  taxes  in  its  first  year  of  operation,  but  a 
claim  for  refund  has  been  made  since  the  company  has  shown  a net  loss  on  an 
over-all  bqsis  from  the  beginning.  This  being  the  case,  no  taxes  w'ere  chargeable 
to  the  company. 

For  the  fiscal  year  ending  June  30,  1942,  Kaiser  Co.,  Inc.,  has  paid  $1,064,000  in 
income  taxes.  We  have  applied  to  the  Treasury  for  a refund  of  this  tax,  and  have 
every  reason  to  believe  that  a refund  will  be  granted.  We  have  therefore  stated 
in  the  written  report  to  this  committee  that  no  income  taxes  have  been  paid  by 
Kaiser  Co.,  Inc. 

Except  for  this  1942  tax  payment  on  which  we  expect  to  receive  a refund 
Kaiser  Co;,  Inc.,  has  paid  no  income  taxes,  since  it  has  had  a net  loss  in  every 
year  of  these  operations. 

Page  66 

Mr.  Coots.  Now,  let  me  go  back  to  that  and  put  it  in  a rather  lengthy  question, 
and  perhaps  we  can  get  a yes  or  no  answer,  Mr.  Kaiser.  The  Government  lent 
you  money  and  charged  you  interest  on  it,  that  money  being  lent  to  the  steel 
plant.  The  Government  gave  you  contracts  for  ships  and  gave  you  profits  for 
building  those  ships.  When  it  came  to  renegotiating  or  paying  taxes,  you  deducted 
from  the  profits  you  made  on  those  ships  certain  expenses  or  losses  of  your  steel 
company,  which  included  $9,000,000  and  because  of  that  loss  including  the  $9,- 
000,000  you  were  not  renegotiated  out  of  that  portion  of  the  profits  and  you  paid 
no  taxes  on  the  profits. 

Mr.  Katber.  Let  me  answer  that  question  in  this  way.  Early  in  1942  when 
Kaiser  Co.f  Inc.,  started  its  operations,  German  submarine  warfare  was  seriously 
depleting  all  the  small  merchant  fleet  which  our  country  had  at  that  time.  Ships 
In  quantity  were  needed  at  an  unprecedented  rate  to  get  munitions  and  supplies 
to  the  fighting  fronts.  From  past  experience  with  other  Kaiser-managod  com- 
panies, it  had  bean  found  that  we  were  unable  to  obtain  steel  in  sufficient  quanti- 
ties from  existing  sources  to  meet  the  desired  ship  delivery  schedules.  After 
exhausting  every  possibility  of  a Government-owned  DPC  steel  plant  on  the  coast 
to  meet  the  critical  steel  shortage  and  being  flatly  refused,  I finally  approached 
the  RFC  and  obtained  a loan  to  construct  a steel  plant  on  the  coast.  This  was  not 
done  through  any  particular  desire  to  enter  the  steel  business  but  to  assist  in  the 
war  effort,  ;and  particularly  in  the  delivery  of  ships  which  were  so  vitally  needed. 
Therefore,  the  steel  plant  was  directly  related  to  the  shipbuilding  program  and 
actually  could  be  considered  an  integral  part  of  it. 

As  you  know,  taxes  are  only  payable  if  a company  has  profits  on  its  entire 
operations,  and  as  shown  by  schedule  I attached  to  exhibit  F of  the  report  which 
we  recently  submitted  to  your  committee,  Kaiser  Co.,  Inc.,  sustained  a loss  in 
the  operation  of  its  steel  plant  as  of  May  31, 1946,  of  $59,712,436.49  which  exceeded 
by  $18,579,040.26  the  estimated  gross  earnings  on  shipbuilding  contracts.  There- 
fore, because  of  this  loss,  no  taxes  were  payable.  Similarly,  since  the  over-all 
operations  Of  Kaiser  Co.,  Inc.,  resulted  in  a loss  and  it  was  engaged  almost  exclu- 
sively in  war  work,  both  in  its  steel  operations  and  shipbuilding  operations, 
there  were  no  excessive  profits  to  be  recaptured  through  renegotiation.  As  mat- 
ters now  stand,  Kaiser  Co.,  Inc.,  has  made  nothing  whatever  from  the  war  effort, 
but  on  the  contrary  shows  in  excess  of  $18,000,000  loss  on  its  books  and  holds  pos- 
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session  of  a steel  plant  upon  which  approximately  $90,000,000,  exclusive  of  interest, 
and  after  application  of  shipyard  earnings  when  received,  still  must  be  paid 
and  which,  under  such  circumstances,  is  a liability  rather  than  an  asset.  Assum- 
ing for  the  moment  that  Kaiser  Co.,  Inc.,  had  never  operated  the  steel  plant,  the 
profit  on  the  shipbuilding  operations,  alone  amounted  to  only  68/100  of  1 percent  of 
the  total  contract  volume  after  applying  Federal  income  taxes  which  would  have 
been  applicable  had  there  been  only  shipyard  earnings,  and  we  know  of  no  instance 
where  such  a low  percentage  of  profit  has  been  deemed  “excessive”  in  any 
renegotiation  proceeding  by  the  War  Contracts  Price  Adjustment  Board. 

Answers 
Page  69 

Mr.  Coles.  Mr.  Kaiser,  I think  we  had  best  go  back  to  yesterday’s  questions  and 
ask  again,  what  was  the  total  investment  in  the  physical  facilities  of  the  Kaiser 
yards,  those  are  the  six  yards  including  in  that  group  California  ana  the 
Walsh-Kaiser  companies? 

Page  69 

Mr.  Coles.  Will  you  tell  us  then  in  short,  what  the  total  investments  of  the 
Kaiser  companies  in  those  six  yards  were? 

Mr.  Kaiser.  The  Kaiser  interests  were  only  stockholders  in  California  Ship- 
building Corp.  and  Walsh-Kaiser  Co.,  Inc.,  and  did  not  take  any  active  part  in 
the  management  of  the  shipbuilding  operations  of  those  companies.  Therefore, 
we  do  not  have  the  figures  relative  to  the  investment  of  those  companies  in  the 
yards  which  they  operated. 

The  Kaiser  interests  managed  the  shipbuilding  activities  of  Oregon  Shipbuilding' 

Corp.,  tlie  Permanente  Metals  Corp.,  including  shipbuilding  operations  of  Rich- 
mond Shipbuilding  Corp.  which  were  later  taken  over  by  the  Permanente  Metals 
Corp.,  Kaiser  Co.,  Inc.,  and  Kaiser  Fleetwings,  Inc.  (formerly  Kaiser  Cargo,  Inc.). 

As  mentioned  in  answer  to  a prior  question,1  Oregon  Shipbuilding  Corp.  had  a 
maximum  of  $174,689.81  invested  in  land  and  buildings,  furniture  and  fixtures 
and  automobiles,  and  a minimum  of  $134,657.17  invested  in  said  items  during  the 
period  1942  to  1946;  the  Permanente  Metals  Corp.,  including  Richmond  Ship- 
building Corp.,  had  a maximum  of  $62,898.31  invested  in  furniture  and  fixtures  and 
automobiles  and  a minimum  of  $29,822.47  invested  in  said  items  dpring  the  period 
1942  to  1946;  Kaiser  Co.,  Inc.,  had  a maximum  of  $437,213.50  invested  in  land 
and  buildings,  furniture  and  fixtures  and  automobiles,  and  a minimum  of  $94,831.96 
invested  in  furniture  and  fixtures  and  automobiles  during  the  period  1942  to  1946  ; 
and  Kaiser  Fleetwings,  Inc.  (formerly  Kaiser  Cargo,  Inc.)  had  a maximum  of 
$1,601.32  invested  in  automobiles  and  a minimum  of  nothing  during  the  period 
1942  to  1946. 

The  investment  by  the  various  companies  in  the  items  mentioned  varied  con- 
siderably during  the  period  from  1942  to  1946,  and  it  should  be  pointed  out  that 
the  investment  of  approximately  $376,000  in  land  and  buildings  by  Kaiser  Co., 

Ine.,  was  carried  for  considerable  time  but  only  until  legal  technicalities  for  the 
transfer  of  the  land  from  the  original  owner  to  the  Maritime  Commission  could 
be  worked  out. 

Again  I wish  to  stress,  however,  that  the  Government  did  not  require  or  expect 
private  investment  in  temporary,  emergency  yards  operated  by  these  companies. 
Investment  by  the  contractor  in  plant  facilities  is  only  one  of  many  factors  which 
are  to  be  considered  by  the  War  Contracts  Price  Adjustment  Board  under  the 
specific  provisions  of  the  Renegotiation  Act  as  a guide  in  determining  the  reason- 
ableness of  profits  which  contractors  are  permitted  to  retain,  and  I feel  sure  that 
the  renegotiation  authorities  have  given  full  consideration  to  the  fact  that  these 
companies  admittedly  only  had  relatively  small  amounts  invested  in  yard  facili- 
ties. I am  also  certain  that  the  Government  authorities  in  charge  of  renegotiation 
have  given  full  weight  to  the  mandates  of  the  Renegotiation  Act  passed  by  the 
Congress  of  the  United  States  which  require  that  other  important  factors'  such 
as  the  quantity  and  quality  of  production,  economies,  and  savings  to  the  Govern- 
ment be  given  full  consideration.  Thus  far  counsel  for  the  committee  seems  to 
have  avoided  any  questions  or  evidence  which  would  bring  out  these  other 
important  factors. 

Page  70 

Mr.  Coles.  Now,  taking  the  Kaiser  Co.  alone-- Kaiser  Co.,  Inc— which  is  one  of 
the  six  yards,  have  you  been  able  to  discover  what  the  total  of  your  investment  in 
that  yard  was? 
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Page  72 

Mr.  Coles.  Mr.  Kaiser,  you  stated  that  you  do  not  know  the  total  amount  of  the 
investment  of  the  six  yards.  Do  you  know  your  total  investment  in  Kaiser  Co., 
Inc.,  one  of  the  six  yards? 

Mr.  Kaiser.  Kaiser  Co.,  Inc.,  operated  Richmond  No.  3 yard  and  for  a short 
time  Richmond  No.  4 yard,  the  Vancouver  yard  and  the  Portland  Swan  Island 
yard.  As  mentioned  in  answer  to  a previous  question,2  the  amount  invested  by 
Kaiser  Co.,  Inc.,  in  said  yards  during  the  period  1942  to  1946  varied  considerably 
between  a maximum  in  June  1943  of  $376,487.17  invested  in  land  and  buildings , 
$5,936.23  invested  in  furniture  and  fixtures,  and  $54,790.10  invested  in  automobiles, 
or  a total  oi  $437,213.50,  and  a minimum  of  $94,831.96  invested  as  of  June  1946,  of 
which  $24,740.92  was  invested  in  furniture  and  fixtures  and  $70,091.04  was 
invested  in  automobiles.  . , , . 

The  investment  by  Kaiser  Co.,  Inc.,  in  land  and  buildings  as  meiltioned  above 
was  carried!  by  the  company  for  considerable  time  but  only  until  legal  technicali- 
ties.could  be  worked  out  so  that  the  property  could  be  transferred  from  the  original, 
owner  to  the  Mar  dime  Commission.  ,,  . 

From  the  number  of  times  counsel  has  repeated  this  question,  it  appears  that 
he  considers  private  investment  as  perhaps  the  main  factor  in  determining  whether 
profits  made  by  contractors  are  reasonable.  I wish  to  point  out  that  this  is  only 
one  of  many  factors  which  Congress  has  recognized  under  the  Renegotiation  Act. 
Other  factors  to  te  fully  considered  as  stipulated  in  the  act  are  the  efficiency  and 
inventiveness  of  the  contractor,  the  quantity  and  quality  of  production,  and 
economies  to  the  Government.  Because  no  questions  relating  to  these  factors 
have  been  asked,  I wish  to  point  out  at  this  time  that  Kaiser-managed  shipyards 
saved  the  Government  millions  of  dollars  and  2 years  in  time  in  the  Liberty-ship 
program  alone,  according  4o  the  facts  developed  by  the  Truman  committee. 

(The  answer  to  the  question  on  p.  75  and  the  answers  to  the  questions  on  some 
of  the  questions  on  subsequent  pages  will  be  found  on  p.  645  and  following  of 
this  appendix. ) 

Page  86 


Mr.  Coles.  How  many  Joshua  Hendy  engines  were  installed  at  Kaiser  yaids 
and  what  was  the  average  cost  of  those  engines  to  the  Maritime  Commission? 
Was  Joshua  Hen.ly  Co.  given  a profit  on  the  engines  so  purchased  for  the  account 
of  the  Maritime  Commission?  If  Joshua  Hendy  received  a profit  on  the  engines, 
is  it  not  correct  that  on  the  engines  which  were  then  sent  over  to  the  Kaiser  yards, 
the  Kaiser  yards  received  another  profit  ? 

Mr.  Kaiser.  It  is  quite  difficult  to  give  a definite  or  accurate  figure  of  the  number 
of  Liberty-ship  engines  built  by  Joshua  Hendy  and  installed  in  Liberty  ships,  con- 
structed by  the  Kaiser  yards.  If  I may  suggest  I believe  the  correct  figure  could 
be  obtained  quite  readily  and  most  accurately  directly  from  the  Joshua  Hendy  Go. 

in  Sunnyvale,  Calif.  . , . , .. 

It  is  our  belief  that  the  Joshua  Hendy  Co.  made  a profit  on  the  engines  which  it 
built  for  the  Maritime  Commission.  Again,  may  we  suggest  that  the  accurate 
information  on  ibis  can  be  obtained  from  the  Contract  Price  Adjustment  Boaid 
which  handled  the  Joshua  Hendy  renegotiation.  „ . . . . 

None  of  the  Kaiser  shipyards  or  the  companies  operating  the  Kaiser,  shipyards, 
which  may  have  installed  Joshua  Hendy  Liberty-ship  engines,  received  another 
profit  or  aiiy  profit  on  these  engines. 

Page  86 

Mr.  Coifs.  * * * Was  the  interest  on  borrowed  capital  (Kaiser  Co.,  Inc.) 

paid  for  by  the  Government? 

Mr.  Edgab  Kaiser.  I do  not  know  the  answer  to  that  question.  I think  the 
answer  is,!  to  be  the  best  of  my  knowledge,  the  same  as  we  gave  yesterday 
* * * about  half  of  it. 

Mr.  Coles.  About  half  of  it? 

Mr.  Edgar  Kaiser.  Might  have  been  a little  less.  We  are  checking  that  ques- 
tion and  will  furnish  the  answer.  . 

1 find  on  checking  that  Kaiser  Co.,  Inc.,  paid  a total  of  $1,173,544.22  as  interest 
on  bank  loans  for  shipyard  purposes,  of  which  $438,902.69  was  not  reimbursed. 

2 Pp.  48  and  70. 
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Answer  to  question  on  page  87 
Kaiser  Co.,  Ino. 


Summary  of  nonreimbursable  and  disallowed  costs,  Portland,  Richmond,  and 
Vancouver  yards,  as  of  May  31,  19^6 


Description  of  costs  not  claimed  by  contractor 
as  reimbursable  or  allowable  and  costs  dis- 
allowed by  U.  S.  Maritime  Commission 

Portland 

Richmond 
yard  No.  3 

Vancouver 

Total 

Contributions  to  employees'  benefit  trust  fund 
including  payments  into  fund  established 
with  the  approval  of  the  Bureau  of  Internal 
Revenue  and  the  Salary  Stabilization  Unit 
and  minor  expenses  of  administering  fund. 

Labor  recruitment  and  employee  relations,  in- 

- $697,837.94 

$601,  512. 53 

$697, 761. 45 

$1, 897, 101. 92 

eluding  costs  in  excess  of  amounts  allowed  by 
the  Maritime  Commission  to  cover:  Losses  on 
loans  mado  to  recruited  employees  for  trans- 
portation and  initial  sustenance,  athletic  and 
recreational  programs,  hospital  and  medical 
service,  operation  of  child  service  center,  pub- 
lication of  shipyard  periodicals,  vocational 
training,  in-yard  production  incentive  pro- 
grams, employees’  picnics,  and  other  like 
items.. 

Salaries  and  wages,  including  the  salaries  and 
wages  (and  pay-roll  taxes  and.  compensation 
insurance  thereon)  for  employees  hired  in 
positions  not  authorized  by  the  Commission, 
termination  pay,  employees  paid  salaries  or 
in  excess  of  amounts  appro vod  by  the 
Maritime  Commission,  employees  claimed 
by  Maritime  Commission  to  be  working  out 
of  classification,  nonrccoverable  overpay- 
ments due  to  clerical  errors,  and  other  like 
items 

Interest  expense,  including  interest  paid  on 
bank  loans  and  tax  returns.  _ 

Contributions  and  donations,  including  con- 

463,  643. 12 

206, 319.  78' 

372, 574,  64 

1, 032, 537.  54 

78,006.26 

295,140.70 

115,134.30 

488,340.34 

120, 144. 16 

167,435. 42 

161, 266. 50 

448,846.08 

tri  buttons  to  American  Red  Cross,  commu- 
nity and  war  chests,  entertainment  and  trans- 
portation furnished  to  USO,  photographs, 
ship  models,  and  shipbuilding  data  furnished 
to  rehabilitation  hospitals,  educational  insti- 
tutions.  and  to  guests  of  the  shipyard:  and 
other  like  items 

Employees’  travel  and  sustenance,  including 

133,  247. 62 

78, 551. 85 

173,  507. 10 

385, 306. 47 

the  actual  cost  of  travel  paid  employees  in 
excess  of  the  fixed  per  diem  rate  established 
by  the  Maritime  Commission;  the  cost  of 
trios  not  authorized  by  Maritime  Commis- 
sion; moving-in  expense  of  supervisors  and 

key  employees;  and  other  like  items. 

Ceremonial  launching  expenses,  including 

60,950. 82 

65,036,47 

149,  300. 75 

281, 267. 04 

flowers,  photographs,  gifts  for  sponsors,  muslo 
and  program  expense  at  launching,  luncheons 
and  dinners  following  launchings,  and  other 

like  expenses 

Auto  expense,  covering  all  costs  of  operating 

87.967.08 

28. 507. 83 

145, 675. 77 

262, 040. 68 

company-owned  cars  including  depreciation 
thereon 

Purchase  and  rental  of  equipment,  materials. 

69, 158. 31 

44, 006. 91 

68, 981. 76 

172,146.98 

and  supplies,  including  purchases  and  rentals 
not  authorized  by,  or  in  excess  of  amount 
authorized  by,  Maritime  Commission;  over- 
payments or  cash  discounts  not  taken  due  to 
clerical  errors;  and  other  like  items 

Auditing  and  legal  expense,  including  all  audit- 

19, 555. 11 

38, 733.  22 

94, 77/.  16 

163,  059. 49 

mg  expense  of  corporation  employe'll  certified 
public  accountant,  legal  expenses  in  excess  of 
amount  authorized  by  Maritime  Commis- 
sion,  iegal  expenses  not  pertaining  to  ship- 
budding  operations,  and  other  like  items 
.Fuplic  relations  expense,  including  meals  at 

48,838.12 

41, 898. 88 

53,681.42 

144,418.42 

snipyard  and  on  trial  runs  for  honored  guests 
(i.  e.,  delegates  to  United  Nations  Conference 
at  ban  Francisco,  other  shipyard  builders  and 
industrialists,  educators,  press  representa- 
tives, vendors,  etc,);  luncheon  and  dinner 
conferences  elsewhere  with  important  visi- 
tors,  members  of  tho  press,  etc.;  and  other 
like  items 

34, 002. 61 

42, 985.  07 

18, 248. 65 

96, 236. 33 
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Summary  of  nonreimbursable  and  disallowed  costs,  Portland,  Richmond,  and 
Vancouver  yards,  as  of  May  31,  19J/6 — Continued 


Description  of  costs  not  claimed  by  contractor 
as  reimbursable  or  allowable  and  _ costs  dis- 
allowed by  U.  S.  Mariuinc  Commission 

Portland 

Richmond 
yard  No..  3 

Vancouver 

Total 

Superintendents  and  executive  dining-room  ex- 
penses, including  the  cost  of  daily  luncheon 
conferences  of  yard  superintendents  and 
masters  and  administrative  and  management 

$13,301.38 

$30, 787. 34 

$37,  876. 69 

$81,965. 41 

Engineering  studies  of  postwar  utilization  of 
shipyards,  including  salaries  and  wages,  blue- 
printing, photostating,  outside  services,  and 

30, 277. 01 

24, 139. 71 

17, 250.  68 

71,667. 40 

Depreciation  and  other  costs  of  company- 
purchased  furniture,  fixtures,  alterations  and 
other  facilities,  including  depreciation  on  all 
company-owned  facilities  except  automobiles 
and  the  costs  pf  alterations  of  offices,  dining 
rooms,  etc.,  not  authorized  by  the  Maritime 

33, 969. 28 

22,122.  52 

7, 058.  20 

63, 160.  00 

Corporate  taxes;  including  State  and  Federal 
taxes  not  considered  i cost  of  shipbuilding 

10, 246. 13 

10,  907. 18 

16, 964. 08 

38, 117. 39 

Insurance  premiums,  including  the  premiums 
on  company-owned  facilities  and  other  m- 
surance  not  authorized  by  the  Maritime 

7, 710. 16 

2, 141. 18 

6, 849. 27 

16;  700. 61 

Corporate  organization  expenses,  including 

607. 81 

607.81 

All  other  expenses,  including  telephone  and 
telegraph,  printing  and  advertising,  courtesy 
flowers,  chauffeurs’  uniforms,  uncollectable 
back  charges  to  vendors  and  other  miscel- 
laneous accounts  recei  vable,  membership  and 
association  dues  and  expenses,  and  other  like 

34,  256.  83 

49, 624. 92 

33,  969. 32 

117,851. 07 

Total 1— - 

.j  1,939,140.83 

1,649,850.60 

2,161,369.65 

5, 750, 360. 98 

ALLOCATION  TO  CONTRACTS 

[Based  on  major  contraof,  in  ^^waa^amed^o^mtaifr^contra’Ssf  mSt5e' 


Portland 


Contract  Noi— 


MCc-2565— - 
MCc-16212- 
MCc-19189— 
MCc-29039- 
All  other — 


Total.. - 


Amount 


11973, 496.  29 
313,  224.  32 
20,  530.  62 
607,  594.  04 
24,  295. 56 


1.  939, 140. 83 


Richmond  Yard  No.  3 

Contract  No. — 

Amount 

M Oc-28994 

$1,  571,236.59 
14,474.46 
64, 139. 55 

MCc-36279 

1,049,850.80 

Vancouver 


Contract  No.- 


MCc-2047_- 
MCc-7467.. 
MCc-7678- 
MCc-23475. 
MCc- 28948- 
All  other ... 

Total 


Amount 


$52, 006. 32 
214, 810. 83 
1,033, 277.  53 
329, 298. 82 
627, 603. 67 
4,372.38 


2, 161, 369. 56- 


! Page  89 

Mr.  Coijss.  Was  there  any  personal  endorsement  on  those  loans  (of 

^M^KmskL  All  of  the  companies  operated  by  the  Kaiser  interests  which  in- 
cluded Oregon  Shipbuilding  Oorp.,  Kaiser  Co.,  Inc.,  the.  Permanente  Metals 
Corn.  Richmond  Shipbuilding  Corp.,  and  Kaiser  Fleetwmgs,  Inc.  (formerly 
Kaiser  Cargo,  Inc.) , provided  in  excess  of  $32,000,000  in  equity  capital.  I presume 
this  is  the  jfigure  to  which  you  refer  and  it  was  comprised  of  the  investment  by 
the  stockholders  in  capital  stock  of  the  companies,  subordinated  stockholders 
loans  and  loans  obtained  from  private  banks  without  any  guaifantee  by 
Government. 
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of 'aii v’  Spec^flo  question,  there  were  no  personal  endorsements 

,hy k 1fans>  ln  tb®  strlct  legal  sense,  but  they  were  made  upon 
the_basis  of  the  character,  reputation,  and  accomplishments  of  the  stockholders 
a d management  of  the  companies  which  had  been  established  with  the  banks 

timrsg^Ssy0OOO(F>vvnrtChSSfUl  TT3*?  Koperations  prior  to  the  war,  during  which 
time  ^000,000,000  worth  of  work  had  been  completed. 

Page  91 

jnMLC01^'  In  saninmi'.v,  for  the  Kaiser  Co.,  then,  we  can  say  that  there  was 
no  taxe“paWU  r^cSESt?"**  reC°Vered  ba<*  S°  far  ln  ^negotiation,  and 

Mrf  S.E&Tes*  gfr-ttlat  sbown  by  the  statement  that  has  been  filed? 

The  Chairman.  It  stands  proven.  Why  ask  him  if  it  is  correct? 

million  ^0®®  £SS? 

^n^^committeo's  question  No.  9)  shows  a net  loss  to  May  ,31,  1946,  of 

There  is  a loss  and  not  a profit  as  stated  by  Mr.  Coles. 

Pages  92  and  9b 

Metais^Corp, )^bat  WaS  the  0rlginal  amount  of  capltal  stock  (of  the  Permanent* 

u was  a SMaller  amount  and  was  incrcased 
to^ieOOOO8'  f°i'iglJiaIly  S100>000  but  was  Increased 

gaiM 

Page  93 

MCtalS  C0I'b-)  ? 

p,5ob,OOroBffhat™mounthwfI1oaMd  h°y  R^whoRy  owZd^T  ColU’ 

manente  Metals  Corn  hore  inw  \ Bank  loans  to  the  Per- 

on  bank  loans  $245,559.46  was  roimbu rseT'b  v ! h°  ‘"If11  ,utercst  pald 

$57,245.82  was  not  reimhnrseu  S , by  Mantime  Commission  and 
bore  interest  at  21/.-  percent  and  Interest^n^u^j  B'cbmorid  Shipbuilding  Corp. 

while  It  was  engaged  in  shipbuilding  activities  “ $492534^  'Tfl °btained 
imbursed.  Richmond  Shipbuilding  Pnm  hlrJ  $49,253.45,  which  was  re- 
bank loans.  ompDuuaing  Coip.  had  no  nonreimbursable  interest  on 

Page  93 

Mr!  EDofR^m;kyTpSme]}LgUa''aa,°l-  of  aay  <>f  these  loans? 
to  the  Permanente  Metals  Corp  and  its  snh«nrrefel » to  private  bank  loans  made 
. «. ... . « 
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silliSsmiptsgi 

during  which  time  $383,000,000  worth  of  work  had  been  completed  by  Kaiser- 
managed  companies.  Po?6  9S 

Mr  Coles'  How  much  of  the  corporation’s  money  was  invested  in  the  Per 
manente K shipyard?  The  War  Production  Board’s  records  show  $151,000 

D°J°V1nIr  KAy™F«SDuringd Keriod  from  1942  to  1946  the  Permanente  Metals 
Ml*.  Edger  Kaiser.  Dill  g p invested  in  furniture  and  fixtures  and  auto- 

mobitefin  Richmm.'d  yards  1 knd2,  which  the  company  operat  ed,  ^ ^minimum 

4?9Q  999  47  The  investment  of  the  company  in  this  type  of  p P y 
of  rill,  uivee xl  npriod  While  we  do  not  know 

the*  da^eof  ttm  War  Production  Board  records  referred  to,  we  cannot  reconcile 

thTt$1f-?«o°E?.m^hatrtheeCcompany  had  no  investment  in  actual  yard  facil- 
mX  such  ate  buUdings?  or  manufacturing  equipment,  but  we  again  wish 

ISaSt™ 

whfch  latW  act  reduced  the  fixed  fee  which  could  be  paid  under  negotiated 
contracts  to  i percent  of  the  estimated  costs,  Congress  recognized,  and  at  tea 
•pi  n-nrtWnvori  the  f‘ic‘t  that  there  was  no  definite  relationship  between  a 

of  profits  wlich^ontractors  would  be  permitted  to  keep  upon  renegotiation  of 
their  contracts.  Home  of  the  other  factors  which  have  not  been  touched  up  n 
with  respect  to  the  Kaiser-managed  shipyards  involve  the  efficiency  of  t e 
with  particular  regard  to  the  attainment  of  quantity  and  quality 
nrnduction  reduction  of  costs  and  economy,  the  nature  and  extent  of  contribution 
to  the  war’ effort  including  inventive  and  developmental  contributions,  and  co- 
operatir  ^th  the  Government  and  other  contractors  in  supplying  technical 

asslstanCe'  Page  H 

Mr  Totfs  The  Maritime  Commission’s  investment  in  the  yard  is  $35,000,000, 
whfch  ffidules  $5  CoSoptid  by  the  British.  What  part  of  that  work  was  sub- 

C0M>a<p£rL  kvmejj  Our  records  show  that  the  total  amount  invested  by  the 
Oovernmenf  in  tlie  Richmond  1 and  2 yards,  operated  by  the  Permanente  Meta  s 
, , 421 775  59  of  which  the  Permanente  Metals  Corp.  and  Richmond 

Shipbuilding  Corp.,’  which  constructed  the  yards,  subcontracted  $6,246,846,88  wor 

of  theWOrk'  Page  99 

Mr  Coles  Will  you  get  us  what  the  total  bids  were,  the  total  amounts,  and 
thftktal  a^oimtUw  to  the  Gilpin  Construction  Co.  for  the  construction  of  the 

Sgllaf  “Hsssssi 
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686.63,  that  with  one  minor  exception  the  contracts  performed  by  Gilpin  were 
on  a lump-sum  or  fixed-unit-price  basis  and  were  awarded  to  Gilpin  following  the 
receipt  of  competitive  bids.  The  one  exception  was  a fixed-fee  contract,  No.  11, 
totaling  $15,182.20,  for  which  a fee  of  $819.39  was. paid  to  Gilpin. 


Summary  of  subcontracts  for  facilities  performed  by  Qilpin  Construction  Co. 
for  Oregon  Shipbuilding  Corp. 

Total  amount  o] 

oii’hn.nvtirn.n.t 


Subcontracts  3 and  3A  (Feb.  17, 1941) 

For  driving  and  cutting  off  piles  in  building  ways,  outboard 
ways,  gantry  runways,  fitting  out  dock,  and  foundations  of 
several  buildings ; construction  catwalk  and  dolphins. 

Submitted  for  competitive  bids  to  following  firms : 

1.  Gilpin  Construction  Co. 

2.  Jacobsen  Construction  Co. 

3.  Parker-Schram  Co. 

4.  Kern  & Kibbe. 

■ Only  bid  received  was  from  Gilpin  Construction  Co.  Prices 
for  piles  were  on  a unit  price  basis.  Piling  furnished  by 
Oregon  Shipbuilding  Corp. 

Subcontract  3B  (Jan.  5, 1942) 

For  furnishing  necessary  material,  equipment  and  driving 
and  cutting  fir  piles  for  the  new  pipe  shop  and  for  timber 
work  and  hardware  in  connection  with  capping  the  piles. 

Competitive  bids  on  unit  price  basis.  Firms  submitting  bids 
were : 

1.  Gilpin  Construction  Co. 

2.  Portland  Tug  & Barge  Co. 

Subcontract  Nos.  7 and  7A  (Mar.  3,  1941) 

For  timber  work  for  shipways,  outboard  ways,  crane  piers, 
assembly  platforms  and  plate  yard  whirley  track.  Competi- 
tive bids.  The  following  Arms  submitted  bids.  Gilpin  was 
low  bidder, 

1.  George  H.  Buckler  Co. 

2.  Kuckenberg  Construction  Co. 

3.  Morrison-Knudsen  Co. 

4.  Gilpin  Construction  Co. 

5.  Tavares  Construction  Co. 

Subcontract  No.  11  Jan.  12,  1941 

For  furnishing  engineering  and  contracting  services  and 
jiurchasing  and  payment  of  pay  rolls,  social-security,  taxes, 
workmen’s  compensation  insurance  premiums,  materials,  sup- 
plies, equipment,  and  other  expenses. 

The  engineering  and  administration  departments  were  the 
first  to  be  established  at  Oregon  Shipbuilding  Corp.  In  order 
to  purchase  supplies  and  equipment  and  to  meet  the  pay  roll, 
the  Gilpin  Construction  Co.’s  pay  roll  and  accounting  depart- 
ments were  utilized  until  Oregon  Shipbuilding  Corp.  estab- 
lished these  departments.  The  actual  costs  were  incurred  by 
Oregon  Shipbuilding  Corp.  and  charged  to  the  account  of  the 
Gilpin  Construction  Co.  This  period  extended  from  Jan.  15, 
to  Feb.  20,  1941.  The  fee  for  the  above-mentioned  service  was 
$819.39. 

Subcontract  No.  19B  (Dec.  20,  1941) 

For  placing  392.6  cubic  yards  of  riprap  for  Craneway  No.  1. 
This  was  on  a unit  price  basis.  Bids  were  submitted  to  follow- 
ing firms : 

Gilpin  Construction  Co. 

Williamette  Tug  & Barge  Co. 

Subcontract  No.  20B  (Nov.  12, 1942) — 

For  removal  of  approximately  3,009  cubic  yards  of  material 
from  east  end  of  the  outfitting  basin.  Unit  price  per  hour  of  ■ 
derrick  operation. 


$307,  037.  51 


9,  429.  00 


673,  963. 90 


15, 182. 20 


333.  71 


1,  020.  00 
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Summary  of  subcontracts  for  facilities  performed  by  Gilpin  Construction  Co. 
for  Oregon  Shipbuilding  Corp. — Continued 

Total  amount  u] 
subcontract 

Subcontract  No.  35  (May  16,  1941) . 

To  extract  cne  caterpillar  tractor,  owned  by  the  Oregon  Ship- 
building Corp.,  from  a hole  on  the  shipyard  site. 

Negotiated  on  unit  price  per  hour  of  equipment  time,  plus 
lump  Sum  to  clean  tractor.  Gilpin  had  equipment  at  site  which 
waslitilized  due  to  emergency. 

Subcontract  No.  92  (July  31,  1942) 

Furnish  material,  labor  and  equipment  and  construct  a 
wharf:  and  7 dolphins  in  fitting  basin  at  Oregon  Shipbuilding 
Corp. 

Competitive  bids,  low  bidder : 

Gilpin  Construction  Co. 

Geo.  H.  Buckler  Co. 

The  Hart  Construction  Co. 

Subcontract  No.  107  (Oct.  9, 1942) ■ 

For  construction  of  ferry  slip  at  Oregon  Shipbuilding  Corp. 

Competitive  bids : 

Gilpin  Construction  Co. 

George  Buckler  Co. 

Portland  Tug  & Barge  (no  bid). 

Award  to  low  bidder. 


Total 1,106,686.63 

Page  106 

Mr.  Bradley.  Who,  in  Kaiser,  Inc.,  would  endorse  the  original  note,  as  I 
understand  it,  for  the  shipyard  venture  of  $11,000,000? 

Mr.  Kaiser.  I think  our  treasurer  would  probably  do  that,  although  endorsing 
or  signing  of  any  notes  would  be  done  by  the  officer  or  officers  authorized  by 
the  board  of  directors  to  do  so.  It  would  not  be  done  by  me  personally. 

Page  lllt 

Mr.  Weiohel.  What  yards  did  (Kaiser  Co.,  Inc.)  operate  that  it  partly  owned? 

Mr.  Edgar  Kaiser.  Well,  we  had  some  investment  in  each  of  the  three  Govern- 
ment-owned yards.  Kaiser  Co.,  Inc.,  operated  via  Swan  Island  at  Portland, 
Oreg. ; Vancouver,  at  Vancouver,  Wash.,  and  Richmond  No.  3,  at  Richmond, 
Calif. 

Kaiser  Co.,  Inc.,  operated  Richmond  No.  3 yard  and  for  a short  time  Richmond 
No.  4 yardj  the  Vancouver  yard,  and  the  Portland  Swan  Island  yard.  As  men- 
tioned in  answer  to  a previous  question,  the  amount  invested  by  Kaiser  Co.,  Inc., 
in  said  yards  during  the  period  1942  to  1946  varied  considerably  between  a 
maximum  in  .Tune  1043  of  .$376,487.17  invested  in  land  and  buildings,  $5,936.23 
invested  in  furniture  and  fixtures,  and  $54,790,10  invested  in  automobiles,  or  a 
total  of  $437,213.50,  and  a minimum  of  $94,831.90  invested  as  of  June  1946,  of 
which  $24,740.92  was  invested  in  furniture  and  fixtures  and  $70,091.04  was  in- 
vested in  automobiles. 

The  investment  by  Kaiser  Co.,  Inc.,  in  land  and  buildings  as  mentioned  above 
was  carried  by  the  company  for  considerable  time  but  only  until  legal  tech- 
nicalities could  lie  worked  out  so  that  the  property  could  be  transferred  from 
the  original  owner  to  the  Maritime  Commission. 

Pages  116  and  111 

Mr.  Weichel.  In  that  $22,000,000  yard,  you  claim  that  the  Oregon  Shipbuilding 
Co.,  physically  owned  some  of  the  facilities? 

Mr.  Weighed.  Did  the  company  own  anything?  Did  this  Oregon  Shipbuilding 
Corp.,  own  anything  in  this  plant  outside  of  some  land? 

Mr.  Kaiser.  The  investment  of  Oregon  Shipbuilding  Corp.,  in  land  and  build- 
ings, furniture  and  fixtures,  and  automobiles  during  the  period  1942  to  1946 


$234,  52 


17, 619.  64 


81, 866. 15 
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1v/M’ied  some.  The  maximum  investment  of  the  corporation  was  in  December 
1943,  when  it  had  $135,764.74  invested  in  land  and  buildings,  $6,909.08  invested  in 
furniture  and  fixtures,  and  $32,015.99  in  automobiles,  or  a total  of  $174  689.81. 

The  minimum  investment  of  the  corporation,  according  to  the  latest  records 
available,  was  in  July  1946,  when  the  corporation  had  $93,903.81  invested  in 
land  and  buildings,  $7, ,>65.33  invested  in  furniture  and  fixtures,  and  $33,188  13 
invested  m automobiles,  or  a total  of  $134,657.17. 

I-iealize  that  by  comparison  with  the  Government  investment  in  the  yard  the 
»°f  the  c°riJ.°j'ati°n  wa.s  relatively  small,  but  I again  wish  to  state 
tfiat  the  Government  did  not  require  or  expect  private  investment  in  these  tem- 
poiary  emergency  shipbuilding  yards  which  were  constructed  for  war  purposes. 

As  has  been  mentioned,  in  answer  to  previous  questions,  Congress  recognized 
that  there  was  no  definite  relationship  between  a shipbuilder’s  profit  and  his 
invested  capital,  and  the  Renegotiation  Act  specifically  states  that  such  invest-  ' ' 
ment  is  only  one  of  the  numerous  factors  whicli  should  be  considered  in  deter- 
mining the  reasonableness  of  profits.  Some  of  the  other  factors  which  Congress 
lias  specified  in  the  Renegotiation  Act  as  having  a bearing  upon  the  reasonable- 
ness of  profits  are  the  efficiency  and  inventiveness  of  the  contractor  the  auantitv 
°f  rirf;'5u'‘ti,011’  ancl  economies  to  the  Government.  I believe  all  of 
these  pertinent  factors  should  be  given  consideration  and  not  merely  the  amounts 
invested  in  the  yards  by  the  shipbuilders.  ’ amounts 

Pages  118,  120  and  122 

Mr.  Weiohel.  Did  the  Oregon  Shipbuilding  Corp.,  own  100  acres  of  land  and 

some  machinery,  and  if  so  was  it  worth  $300,000?  ana  ana 

Mr.  Weiohel.  How  much  was  that  land  worth  an  acre?  * * » How  much 
did  you  pay  for  this  hundred  acres? 

withr'«)pnnCrtnEL'TTWeU’  ll0W  you  5Gt  tbo  100  acres?  You  only  started  now 

Mr  ThF  P iC6S  °f  mpaC  ln6ry  did  you  buy  wlth  the  $100,000? 

EDmm  Kaiser  The  peak  cost  of  company-owned  fixed  assets  at  Oregon 
Shipbuilding  Corp.,  was  in  December  1943.  Detailed,  they  were : g 


Date  purchased 


Purchased  from— 


3^41-43 Wm.  Gatton  Estate  Co.. 

Terminal  Flour  Mills  Co * 

JJJf  Eloctro-Motallurgical  Co 

JnTo  — £lark  bounty  Abstract  & Title  Co 

Frances  E.  Freum  and  others _ 

- Acreage  exchanged  with  Northwest  Terminal  &'  Northwest" 

Received _ 10C41t> 

Released 12.230 


Total,  land.. 


154.  560  $73,  350. 02 

11.396  39,070.27 

1.  380  1, 445.  09 

13.  000  13, 195.  78 

0.  880  8, 703.  58 


(-1.800)  0 
188.  406  135,  764.  74 


Office 

Sky  room. 
Antes. .... 


FURNITUltE  AND  EQUIPMENT 


Total,  furniture  and  equipment. 
Total  fixed  assets  (cost) 


3 633. 08 
3, 276. 00 
32, 015. 99 


Page  186 

Mr.  Weiohel.  Do  you  dispute  the  statement  made  by  Mr.  Casev  of  the  General 

a numbfr  of  years?  been  associated  wlth  J'ou  “4  your  various  corporations  for 

„,“r'  £AisEb-,  I do  not  know  whether  the  Gilpin  Co.  is  a wholly  owned  subsiding 
of  the  General  Construction  Co.  or  not.  It  has  been  my  uTtoSng  that  S 
93486—46 41 


Approved  For  Release  2003/10/10  : CIA-RDP64B00346R000400060002-4 


Approved  For  Release  2003/10/10  : CIA-RDP64B00346R000400060002-4 

ggg  SHIPYARD  PROFITS  ' 

Is  a close  relationship  between  the  General  Construction  Co.  and  the  Gilpin  Co. 
but  as  to  its  exac  t ownership  or  relationship,  I do  not  know.  The  General  Con- 
struction Co.  owned  6.25  percent  of  the  Oregon  Shipbuilding  Corp.  during  most 
of  the  time  that  the  Oregon  Shipbuilding  Corp.  shipyard  was  being  constiucted. 
Later  sometime  in  1942,  after  most  of  the  shipyard  had  been  completed,  Oregon 
Shipbuilding  Cor  o,  ownership  was  transferred  to  Consolidated  Builders,  Inc.,  in 
whfch  the  general  Construction  Co.  owned  25  percent  . The  Gener^  Construction 
Co  has  been  associated  with  me  on  many  major  projects  in  the  West  for  ma  y 
years  prior  to  the  war.  Consolidated  Builders,  Inc.,  was  the  company  formed 
by  myself  and  associates  and  which  submitted  the  lQw  competitive  bid  to  t 
Government  for  the  constructs  of  the  major  portion  of  the  Grand  Coulee  Dam 
and  then  proceeded  to  carry  out  and  complete  this  most  important  project.  The 
I major  portion  of  this  work  was  completed  prior  to  the  war. 

It  has  been  previously  stated  here  in  this  hearing  yesterday  by  your  counsel, 

Mr.  Coles,  that  the  Renegotiation  Board  says  that  Gilpin  Construction  Co.  built 
the  Oregon  Shipbuilding  Corp.  yard.  That  is  wholly  untrue.  Gilpin  was  asub- 
contracfor  on  part  of  the  work  only.  The  amount  of  his  subcontract  on  building 
a portion  of  the  Oregon  Shipbuilding  Corp.  yard  has  been  furnished  to  your 
committee.  The  amount  of  the  Gilpin  Co.  profit  on  this  work  is  not.  known  to 
us,  nor  do  We  have  any  means  of  determining  it.  We  have  previously  suggested 
to  your  committee  that  this  information  could  perhaps  be  readily  obtained  from 
the  Contract  Price  Adjustment  Board  which  renegotiated  Gilpin.  I would  like 
to  point,  out  that  perhaps  there  has  been  some  confusion  and 
created  by  the  use  of  an  inaccurate  chart  which  appeared  on  page  138  of  the 
record  of  the  hearings  on  H.  R.  2628,  1945  Extension  of  Termination  Date  of 
Renegotiation  Act  (April  12-13,  and  16,  1945),  which  y°«r  counsel  has  referred 
to  This  chart  contains  a wholly  untrue  and  inaccurate  statement  that  Gilpin 
Construction  1 Co  bSlt the  Oregon  facilities.”  To  repeat,  Gilpin  only  built  a 
portion  of  khe  facilities  under  subcontract  with  Oregon  Shipbuilding  Coip. 

Pages  1 86-181 

Mr.  Bradley.  It  was  a relatively  small  proportion,  then,  on  shells?  , 

Mr.  Kaiser.  On  shells.  Now,  where  the  bars  went  and  where  the  shap  s wen  , 
whether  tljey  all.  went  into  ships,  I am  not  sure.  The  Controlled  Materials  Plan 
(CMP)  of  the  War  Production  Board  regulated  the  distribution  of  steel  produced 
at  Fontana.  In  accordance  with  Its  established  procedures  authorized  under  the 
War  Powers  Acts  no  steel  could  be  distributed  or  used  without  a CMP  rating. 
CMP  ratings  wore  given  only  for  needed  war  work.  Thus  all  of  the  steel  pro- 
duced was  chan  neled  into  war  work.  , _ . 

The  Plate  and  Shape  and  Bar  Sections  of  the  War  Production  Board,  Steel 
Division,  each  month  allocated  the  forecasted  Fontana  production  to  the  various 
claiming  agencies  such  as  Maritime  Commission,  Navy  and  Waf  D®partments, 
and  Office  of  Civilian  Defense.  These  claiming  agencies  then  distributed  their 
allocations  to  the  various  contractors  of  the  agency  in  accordance  with  the 

agencies  determination  of  need.  , , 

On  the  whole,  the  greater  part  of  the  Fontana  steel  plate,  structural  shapes 
and  bars  was  allocated  to  Maritime  Commission  ship  construction  although  some 
was  sent  to  navy  yards  and  a relatively  small  amount  was  directed  by  W PB  r 
claiming  agencies  for  other  uses.  The  amount  of  steel  billets  used  for  making 

artillery  shells  has  been  stated.  _ , _ , . 

If  it  is  impor  tant  that  the  actual  use  of  the  steel  produced  at  Fontana  in  war- 
time be  determined,  may  I suggest  that  such  Information  can  be  obtained  more 
quickly  and  more  accurately  from  the  War  Production  Controlled  Material  Plan 
records.  We  do  not  have  at  our  ready  command  such  information.  Oui 
voluminous  shipping  records  would  show  only  the  destination  of  the  steel,  the 
mi r chaser  nTKi  the  CMP  rating.  To  compile  this  from  the  thousands  of  ship- 
ments would  bo  a tremendous  and  tedious  task.  Inasmuch  as  the  CMP  records 
of  the  War  Production  Board  are  on  an  over-all  tonnage  basis  for  the  wartime 
using  agencies,  their  records  would,  I am  sure,  give  you  the  information  desired. 

| Page  15 

Mr.  E.‘  F.  E Aisr.it.  The  letter  of  intent— regarding  the  construction  of  0-4 
Transports — to  the  best  of  my  knowledge,  was  never,  changed.  The  letter  o 
intent  was  Issued  upon  a fixed  price  or  a price-minus  basis. 

Mr.  Bradley  Well,  it  was  at  that  time  a fixed  price  or  price  minus  > 
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• • ' Page  75 

_ Mr.  H.  F.  Kaiser.  The  letter  of  intent  authorized  either  way  that  could  be. 
lo  the  best  of  my  knowledge  the  contract  was  signed  as  a fixed  price  contract. 

It  was  signed  after  some  of  the  ships  had  been  delivered,  whether  it  was  26 
10— I do  not  remember.  We  can  furnish  that. 

, ^5?  answer  to  the  above  questions  and  those  preceding  the  same,  commencing 
at  p.  74,  is  as  follows. ) 

ct!  f sh0,l}W  .5*.e  bo™e  in  mlnd  that  Kaiser  Co.,  Inc.,  contracted  with  the  United 
States  Maritime  Commission  to  build  a total  of  60  C-4-type  vessels  • 35  of 
these  were  assigned  to  the  Richmond  (California)  Shipyard  No.  3 and  25  to 
the  Vancouver  (Washington)  Shipyard.  These  contracts  were : 

Richmond  Yard  3 (35  vessels)  : Original  Contract  MCc-2046  for  30  vessels. 
Nod28!)94bSe<1Uent  Ietter  of  intent  for  5 vessels  combined  into  1 contract, 

Vancouver  (25  vessels)  : Contract  No.  MCc-28948 
The  foUowing  information  relates  only  to  the  35  C-4  transports  constructed 

thrown  at  1i1Chln0ntl  shlPyftrd  No'  3.  For  further  information  rela- 

tive  to  the  26  C-4  vessels  contracted  for  the  Vancouver  (Washington)  Shipyard 

866  th6  — tal  ~ ^ the  question  on 
Contract  No.  MCc-Z0Jf6 

Contract  No.  MCc-2046,  dated  January  9,  1942,  was  a price-minus  form 
tmn°D  f'aCt'  Providing,  after  amendments,  for  the  construction  of  30  C-4-S-A1 

10  o?  theXels’  and  ^owablo  prof.t  of  $100,000  per  slip  on 

/o  or  me  vessels  and  $102,500  for  the  remaining  20  vessels  which  were  to 

able  profR  of  &S  a"d  WhtCh  piwldcd  !l  allow- 

LETTER  OF  INTENT 

Contract  No,  MCc-2899^ 

Contract  No.  MCc— 28994  was  dated  Anrii  i ic/ipr  mui..  ~ « - 

sraoass  ss&  sts  Ifs 

On  20  ships  a maximum  profit  of  $102,500  per  vessel' 

On  5 ships  a maximum  profit  of  $520,000  per  vessel  ‘ 

so  uX  S“S  ,or ,<*> «w»i 

o.« ;E5 k SSSKSffi&g  “ *«• 

A question  has  been  raised  as  to  whv  the  original  Contract  Mfc  Oddc.  y, 
was  on  a price-minus  basis,  was  later  converted  to to SKt  mS&M  ^ 
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a fixed-price  basis  at  a time  when  numerous  ships  had  already  beefi  completed. 

A further  question  has  been  raised  as  to  why  the  contractor  was  limited  to 
$100,000  profit  per  vessel  on  10  ships  and  $102,500  on  20  ships  (including  con- 
version) and  was  then  allowed  $520,000  on  each  of  the  additional  C-4-type 
transports.  Front  these  questions  and  statements  which  have  been  made,  an 
unfounded  implication  has  arisen  that  the  contractor  obtained  some  undue  ad- 
vantage and  increase  in  earnings  through  the  conversion  of  the  contract.  We 
believe  the  following  facts  answer  the  questions  and  entirely  refute  any  such 

implication : ^ conglderable  period  of  tlme  prior  to  April  1,  1045,  the  Maritime 
Commission  had  been  strenuously  endeavoring  .to  convert  all  cost-plus- 
fixed-fee-  and  price-minus-type  contracts  to  fixed-price  contracts  in  accord- 
ance with  a policy  which  had  been  established  by  the  Maritime  Commission. 

This  policy  was  developed  within  the  Commission  and  other  Government 
agencies,  so  we  understand,  and  we  are  not  familiar  with  the  reasons  for 
it  except  to  say  that  insofar  as  we  know,  the  policy  was  not  initiated  or 

PlSB™e<rf"tCtabove-mentioned  policy,  the  Maritime  Commission 
desired'  and  practically  insisted,  that  the  additional  five  0-4  s be  con- 
structed on  a fixed-price  basis.  Since  the  additional  vessels  were  to  be  built tm 
Richmond  Yard  No.  3,  the  same  yard  which  was  cons^*ln®  fpl 

30  C-4’s  it  was  imperative,  from  an  accounting  standpoint,  that  ail  of  the 
vessels1  be  constructed  under  the  same  type  of  contract  since  otherwise 
accounting  and  cost  allocations  as  between  differing  types  of  contracts 
would  have  presented  an  intolerable  problem.  Therefore,  it  was  deemed 
evnodient  to  cover  all  35  vessels  under  one  contract. 

3.  In  order  for  the  Commission  to  determine  whether  the  allowable  profit 
under  the  Contract  MCc-28904  had  been  exceeded,  it  reserved  the  light  to 
audit  the  costs  under  this  contract,  and  the  Commission  actually  performed 
•in  audit  in  exactly  the  same  manner  and  under  the  same  regulations  as  it 
audited  all  costs  under  price-minus  or  cost-plus-fixed-fee  contracts,  and  the 

^Htfwiin  ,enotedWfronfthe  above  contract  data  that  the  original  Contract 
MCc-2046  for  30  vessels  provided  a minimum  allowance  for  profit  pci  sh  i 
and  also  a maximum  profit  allowance  of  $566,818,  so  that  under  said  con- 
tract, fas  originally  written,  the  contractor  could  have  made  up  to  the 

maAtlrtCTn<f Contract  MCc-2046  was  made,  no  one  had  ever  before  com 
WnwW  thic  fvnp  of  shin-  the  costs  of  construction  were  purely  guesswoik 
and  the  Maritime  Commission  arbitrarily  fixed  a target  price  of  $^23o,000  as 
a basis  upon  which  the  maximum  profit  could  be  computed  and  allowed.  ^ Diir- 
ing  the  course  of  the  contract  there  were  innumerable  changes  in  design  a d 
additional  construction  ordered  by  the  Maritime  Commission  as  a le.  ult  of 
the  fact  that  the  ships  were  of  a new  type  being  constructed  iOr  the  first  time 
and  also  as  a result  of  the  fact  that  first  they  were  to  be  Army  transports,  then 
Navv  transports  and  a great  number  of  additions  and  changes  wercimideto 
comply  with  specifications  desired,  first  by  the  Army  and  then  by  the  Navy. 
After  the  design  was  generally  frozen  to  the  specifications  desired  by  the 
IS,'  the  Navy  took  over  and  required  numerous  changes.  There  were  80 
major  changes  in  the  vessels  to  comply  with  Navy  requirements.  Each  of  the 
39  major  changes  involved  further  changes,  additions,  and  deletions  of  varying 
degrees  For  example,  three  of  these  major  changes  involved  changes  and 
additions  to  the  second  deck  forward,  second  deck  amidship,  and  second  deck 
aft.  These  three  major  items  necessitated  changes  or  additions  to  approxi- 
mately 30  submajor  items  which  submajor  items  involved  changes  in  a 

gl  SfirfilTchanges6  wlremade  in  the  entire  superdeck,  upper  deck,  and  third 
deck  and  changes  of  various  kinds  were  also  made  on  all  of  the  othei  decks 

Our  operating  personnel  in  the  yard  have  estimated  that  the  flist_  0-4 
vessel  was  built  and  rebuilt  the  equivalent  of  four  to  six  times,  due  to  specifica- 
tion and  design  changes.  Hulls  11  to  16  had  been  entirely  completed  and 
delivered  before  the  39  major  design  and  specification  changes  weio  required 
bv  the  Navy  so  that  it  was  necessary  to  tear  out  the  work  which  had  been 
done  and  replace  it  with  work  conforming  to  the  changes. 

Hue  to  these  factors  and  the  consequent  loss  of  labor  efficiency,  the  cost 
of  the  24  ships  which  had  been  completed  when  Contract  MCc-28994  became 
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finalized  exceeded  the  target  price  of  $6,235,000  per  vessel  which  had  been 
arbitrarily  set  by  the  Maritime  Commission  in  the  first  place. 

Under  the  contract  the  amount  of  additional  costs  caused  by  these  changes 
should  have  been  added  to  the  target  price  specified  in  the  contract.  However, 
rather  than  going  through  all  of  these  numerous  changes  to  determine  the 
cost  applicable  to  each  for  the  purpose  of  raising  the  target  price,  and  hence 
the  allowable  profit  to  which  we  might  have  been  entitled,  wc  agreed  to  settle 
the  matter  on  the  basis  that  the  target  price  had  been  exceeded,  though  not 
through  our  fault,  and  therefore  we  would  accept  merely  the  minimum  profit 
allowance  on  the  first  30  vessels.  Thus,  the  profit  allowance  which  we  agreed 
to  accept  on  the  first  30  vessels  was  exceedingly  low  in  view  of  the  volume  of 
work  performed,  and  was  not  pertinent  as  a precedent  for  the  five  additional 
C-4  transports. 

5.  The  five  additional  C-4  transports  were  a different  tvpe  of  C-4  and 
had  somewhat  different  specifications  than  the  original  30  vessels. 

6.  The  maximum  allowable  profit  of  $520,000  for  each  of  the  five  additional 
vessels  under  Contract  MCc-28904  was  actually  $48,818  less  than  the  maximum 
allowable  profit  which  had  been  specified  under  Contract  MCc-2046  for  the 
original  30  vessels,  and  the  fact  that  this  profit  of  $520,000  per  ship  was 
specified  as  an  allowable  maximum  did  not  mean  that  it  would  be  paid.  It 
had  to  be  earned  first. 


7.  Under  Contract  MCc-28994,  there  was  a definite  risk  that  the  final  costs 
of  the  35  C-4’s  might  exceed  the  total  contract  price,  in  which  event  our 
company  would  not  only  have  failed  to  realize  any  portion  of  the  allowable 
profit  but  would  have  sustained  a loss.  This  risk  was  assumed  not  only  on 
the  additional  five  vessels  but  also  on  the  original  30  since  on  April  1,  1945, 
when  the  terms  of  Contract  MCc-28994  were  agreed  upon,  only  24  of  the  30 
original  vessels  had  been  completed  and  not  even  the  costs  of  the  vessels 
which  had  been  completed  were 'finally  determined  by  that  date.  Despite 
this  risk,  the  contract  was  unilateral  in  favor  of  the  Government,  since  any 
■ amount  of  profit  which  might  have  been  realized  through  efficiency  and 
reduction  of  costs  over  and  above  the  maximum  allowable  profit  was  re- 
capturable  by  the  Maritime  Commission.  It  is  probable  that  there  will  bo 
such  recapture  in  a sizable  amount  when  the  contract  is  finally  settled  due 
to  the  fact  that  on  the  last  few  ships  where  the  design  was-  not  continually 
changing  (though  changed  considerably  on  the  last  two  ships)  we  were  able 
to  substantially  reduce  costs. 

Kaiser  Co.,  Inc.,  earns  the  full  maximum  profit  of 
$5,650,000  allowable  under  the  contract  and  that  there  were  no  nonreimburs- 
able costs,  the  earnings  would  amount  to  approximately  1 y2  percent  of 
^contract  price.  However,  as  of  April  1,  1945,  the  date  of  Contract  MCc- 
28994,  it  was  recognized  that  there  was  $1,366,276  in  nonreimbursable  costs 
to  that  date,  and  further  nonreimbursable  costs  have  accrued  since  that  date 
Consequently,  even  though  the  company  earns  the  full  allowable  profit,  it  will 
actually  retain  somewhere  between  three  and  four  million  dollars,  which  will 
be  in  the  neighborhood  of  1 percent  of  the  contract  price  before  renegotiation 
and  taxes  which  would  have  been  applicable  had  Kaiser  Co.,  Inc.,  made  an 
over-all  profit  on  its  various  operations,  which  was  not  the  case 
For  clarity  we  again  emphasize  that  the  above  pertains  onlv  to  the  35 
C-4  vessels  constructed  at  Kaiser  Co.,  Inc.,  Richmond  (California)  Shipyard 
No.  3.  Twenty-five  additional  C-4  vessels  were  contracted  to  be  built  at  the 
(Washington)  Shipyard  by  Kaiser  Co.,  Inc,,  under  Contract  No. 

MCc-28948. 


Page  76 


Inc.)  per  vessel  at  Van- 


Mr.  Coles.  So  that  you  made  $520,000  (Kaiser  Co.. 
couver  and  returned  the  excess.  Is  that  correct? 

t J^'w  £'  ,.?es  ’ an?  1 Slnk  thflt  applies  to  the  troop  transports,  and 

I am  not  sure  about  the  recapturable  profit.  I do  not  think  it  was  $520,000  on  the 
cargo  vessels,  but  it  might  have  been.  I am  not  sure. 

,,  (7,.wa?  of  f'*r,tker  explanation  of  the  above  question  and  answer,  please  see 
the  following  additional  information. ) 
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This  is  in  regard  only  to  the  Contract  No.  MCc-28948  of  Kaiser  Co.,  Inc.,  for 
the  construction  of  25  C-4-type  transport  vessels  at  the  Vancouver  (Washington) 
Shipyard  and  does  not  pertain  to  the  contract  for  constructing  35  C-4  type 
vessels  at  tlie  Kaiser  Co.,  Inc.,  Richmond  (California)  Yard  No.  3. 

On  May  4,  1944,  a letter  of  intent  was  issued  to  Kaiser  Co.,  Inc.,  providing  for 
the  construction  of  a total  of  25  C-4-type  transport  vessels  at  the  Vancouver 
(Washington)  Yard  on  either  a price-minus  or  fixed-price  basis.  Operations 
under  this  letter  of  intent  were  carried  on  until  May  28,  1945,  when  Contract 
No.  MCc-28948  for  said  25  C-4-type  vessels  was  signed.  This  was  a fixed-price 
contract  and  provided  for  maximum  allowable  profit  of  $520,000  per  vessel. 
There  was  no  guaranteed  minimum  profit,  and  any  profit  made  by  the  contractor 
in  excess  of  the  maximum  of  the  $520,000  per  vessel  was  recapturable  by  the 
Maritime  Commission.  If  the  cost  of  the  25  vessels  exceeded  the  fixed  price, 
the  contractor  would  sustain  a loss. 

As  of  August  14,  1945,  the  Maritime  Commission  terminated  all  work  on  five 
of  the  vessels  covered  by  said  contract  and  subsequently  changed  eight  vessels 
to  cargo-type  ships,  and  the  maximum  profits  finally  allowable  under  the  contract 
were  as  follbws : 

For  12  vessels  completed  as  C-4’s : $520,000  per  vessel. 

For  8 vessels  completed  as  cargo  vessels : $260,000  per  vessel. 

For  5 CM’s,  upon  which  work  was  terminated  August  14,  1945,  a lump  sum 
termination  settlement  of  $260,000  for  all  5 of  said  vessels. 


Page  83 

Mr.  Coles.  Under  the  contracts  of  Kaiser  Co.,  Inc.,  for  35  C-4’s,  was  the  con- 
tingency allowance  allowed  under  these  contracts  for  the  fixed  price  actually  to 

be  paid?  „ . . , . . , 

Mr.  Coee^,  Was  that  contingency  allowance  included  in  the  total  profits  which 
you  show  or  not? 

Mr.  Coles.  Was  there  any  surplus  of  those  contingency  funds  over  and  above 
your  actual  expenditures?  , 

(In  answer  to  the  above  questions  please  see  the  following  information.) 

Under  Contract  No.  MCc-28994,  eventually  covering  35  C-4’s,  the  profit  on 
30  of  the  vessels  was  limited  to  the  minimum  fee  specified  under  the  original 
contracts  since  the  target  price  for  the  vessels  completed  to  the  date  of  said 
contract  had  been  exceeded  not  through  fault  on  our  part  but  rather  because 
of  numerous  design  and  specification  changes.  Because  of  this  low  profit  allow- 
ance, the  amount  of  $5,800,000  was  set  up  under  the  contract  as  a contingency 
to  cover  retroactive  wage  adjustments  which  had  not  yet  been  finally  approved 
by  Government  agencies,  liability  on  account  of  violations  of  the  Fair  Labor 
Standards  Act,  which  occurred  during  the  performance  of  the  contract,  by  mak- 
ing deductions  from  the  pay  of  exempt  employees  at  the  direction  of  the  Mari- 
time Commission,  and  classifying  certain  employees  as  administrative  and  execu- 
tive personnel  with  the  approval  of  the  Commission,  and  other  contingent  but 
undetermined  items  for  which  payment  might  have  to  be  made  In  the  future 
when  the  issues  respecting  such  items  were  finally  settled. 

The  full  'amount  set  up  for  said  contingencies  was  withheld  by  the  Commis- 
sion and  Was  only  to  be  paid  to  Kaiser  Co.,  Inc.,  to  such  extent  as  might  be  nec- 
essary up  io  but  not  exceeding  the  total  contingency  if  the  total  audited  and  al- 
lowable cobts  of  performing  the  contract,  plus  allowable  profit,  exceeded  the 

contract  price,  less  the  .amount  of  said  contingency. 

To  date  no  payments  have  been  made  to  Kaiser  Co.,  Inc.,  on  account  of  the 
contingent  allowance.  At  this  time  the  final  audit  of  costs  has  progressed 
sufficiently^  so  that  it  is  almost  certain  that  it  will  never  be  necessary  for  any 
part  of  the  contingency  allowance  to  be  paid.  Therefore,  the  contingency  allow- 
ance is  not  included  in  and  has  had  no  bearing  on  the  total  profits  shown  by 
Kaiser  Co.,  Inc.  From  all  indications,  the  total  amount  of  the  contingency  allow- 
ance will  be  retained  by  the  Maritime  Commission,  and  in  this  sense  the  entire 
amount  mily  be  considered  as  surplusage. 


Approved  For  Release  2003/10/10  : CIA-RDP64B00346R000400060002-4 


Approved  For  Release  2003/10/10  : CIA-RDP64B00346R000400060002-4 

SHIPYARD  PROFITS  643 

Pages  94,  96  and  97 

Mr.  Coles.  How  many  of  your  [The  Permanente  Metals  Corp.’s]  fixed  price 
and  selected  price  contracts  were  converted  from  other  forms  or  entered  into 
after  all  the  ships  had  been  completed? 

Mr.  Corns.  Were  those  fixed  price  contracts  of  yours  changed  after  they  had 
been  originally  made? 

Mr.  Coles.  Will  you  tell  us  at  what  stage  of  the  record  they  were  so  changed, 
if  so? 

Mr.  Coles.  In  most  cases,  were  the  fixed-price  contracts  signed  after  the  ships 
had  been  built? 

Mr.  Coles.  In  most  cases,  the  cost  of  the  ships  was  known  before  the  contract 
was  signed?  . 

Attached  please  find  schedules  showing  all  contracts  of  Richmond  Ship- 
building Corp.  and  The  Permanente  Metals  Corp.,  which  were  converted  from 
one  type  of  contract  to  another. 

As  has  been  mentioned  before,  early  in  1944  the  Maritime  Commission  and 
other  Government  agencies  adopted  a policy  of  converting  ail  existing  cost-plus- 
flxed-fee  contracts  to  fixed-price  or  selective-price  contracts  wherever  possible  and 
a policy  of  letting  all  new  war  contracts  on  a fixed-price  basis. 

Following  the  adoption  of  this  policy,  discussions  between  the  shipbuilding 
contractors  and  Commission  representatives  were  carried  on  over  a period  of 
about  9 months  but,  due  to  numerous  procedural  and  administrative  difficulties, 
the  actual  conversion  of  contracts  lagged.  Finally,  in  December  1944,  the 
Commission,  in  order  to  force  the  issue,  went  so  far  as  to  send  wires  to  all 
shipbuilding  contractors,  stating  that  further  contracts  were  anticipated  but 
they  would  only  be  awarded  on  a fixed-price  basis. 

This  necessitated  immediate  conversion  of  existing  contracts,  it  being  recog- 
i nized  by  all  concerned  that  it  would  be  impracticable  for  any  one  yard  to 
construct  the  same  type  of  ship  under  cost-plus-fixed-fee  contracts  and  fixed-price 
contracts  at  the  same  time,  since  the  problems  of  inventory  controls  and  cost 
allocations  between  the  two  types  of  contracts  would  have  been  practically  in- 
surmountable. Therefore,  in  order  to  effectuate  the  policy  requirements  of  tlie 
Maritime  Commission  in  an  orderly  manner,  it  was  necessary  to  approach  the 
conversion  of  contracts  in  stages  as  follows : 

(«.)  All  existing  cost-plus-fixed-fee  contracts  at  a given  yard  which  had 
only  recently  been  entirely  completed  were  converted  to  lump-sum  contracts. 

In  making  this  conversion,  the  lump  sum  was  made  up  of  recorded  costs  to 
a given  date  which  had  been  audited  and  approved  by  the  Maritime  Com- 
mission and  were  either  audited  or  available  for  audit  by  the  General 
Accounting  Office,  plus  the  fee  actually  earned  by  the  contractor  in  the 
performance  of  the  cost-plus-fixed-fee  contract,  whether  minimum,  maxi- 
mum, or  somewhere  between  these  limits. 

These  conversions  were  only  made  to  carry  renegotiation  into  effect  and, 
as- a part  of  the  transaction,  any  excessive  profits  which  were  found  were 
eliminated  and  the  lump  sum  contracts  evidenced  the  renegotiation  settle- 
ment as  finally  agreed  upon. 

As  a part  of  the  above  procedure,  the  amount  of  disallowed  costs  to  date 
of  the  renegotiation  settlement  was  definitely  settled  and  fixed  although 
in  every  instance  we  were  required  to  forego  certain  costs  which  we  be- 
lieved to  be  reimbursable  under  the  law  and  regulations.  For  example,  the 
Maritime  Commission  flatly  refused  to  allow  other  than  a negligible  amount 
of  capital-stock  taxes  paid  by  the  company  which  amounted  to  a sizeable 
sum.  The  United  States  Court  of  Claims  has  recently  held  that  all  such 
capital-stock  taxes  are  reimbursable  costs  under  the  law  and  cost-plus-fixed- 
fee  regulations.  The  contracts  of  Richmond  Shipbuilding  Corp.  and  The 
Permenente  Metals  Corp.  falling  within  the  category  mentioned  in  this 
subparagraph  (a)  and  shown  in  the  attached  schedules  are  MCc-7787, 

MCc-1795,  and  MCc-2115,  covering  ship  construction,  and  DA-MCc-2  and 
DA-MCc-732,  covering  facilities  construction,  under  which  said  contracts 
no  fee  or  profit  whatever  was  paid. 


* 
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From  the  above  it  is  clear  that  the  contractor  obtained  no  increased  profit 
or  other  advantage  to  which  it  would  not  have  been  entitled  had  the  conver- 
sion ijiever  been  made. 

(6).  A second  stage  in  the  conversion  involved  cost-plus-fixed-fee  contracts 
which;  had  not  been  entirely  completed.  As  shown  on  the  attached  schedule 
The  Permai  ente  Metals  Corp.  had  one  such  contract  bearing  No.  MCc-15762 
This  contract  originally  covered  45  YC2-S-AP2  vessels,  10  V02-S-AP3  vessels, 
and  22  VC2  -S-AP5  vessels.  At  the  time  of  the  conversion  the  10  AP3’s  and 
22  AP2’s  had  been  completed  and  therefore  the  contract  as  to  these  32  vessels 
was  converted  to  a lump-sum  contract  on  the  same  basis  as  other  contracts 
were  converted  as  outlined  in  subparagraph  (a)  above  except  that  a con- 
tingency al  lowance  was  included  in  the  lump  sum  to  cover  unknown  un- 
recorded and  contingent  costs  which  might  develop  after  the  cost  cut-off  date 
used  in  arriving  at  the  lump  sum.  This  contingency  allowance  was  retained 
by  the  Maritime  Commission  and  was  payable  by  the  Commission  up  to  but 
not  exceeding  the  amount  thereof  only  in  the  event  the  costs  recorded  or 
accruing  after  the  cut-off  date  were  properly  reimbursable  under  cost-plus- 
fixed-fee  cost  regulations  and  the  Commission  reserved  the  right  to  audit  all 
such  costs  to  determine  their  reimbursability.  This  contingency  allowance 
could  in  no  way  increase  the  contractor’s  profit.  Likewise,  this  conversion 
differed  from  those  mentioned  in  subparagraph  (a)  in  that  it  was  not  made 
as  a Jpart  of  renegotiation. 

The  remaining  45  VC2-S-AP2  type  vessels,  though  some  of  them  were 
completed,  were,  nevertheless,  transferred  to  and  became  a part  of  selective 
fixed  price  Contract  No.  MCc-36452. 

(e)  All  VC2-S-AP2  vessels  originally  covered  by  cost-plus-fixed-fee  Con- 
tract MC'c-15762,  totaling  45,  and  cost-plus-fixed-fee  Contract  MCc-30602, 
totaling  65,  whether  completed  or  not,  were  converted  to  selective-price  Con- 
tract MCc-36452,  as  shown  in  the  attached  schedules.  At  the  time  of  the 
conversion  to  the  latter  contract,  53  of  the  110  vessels  covered  by  said  contract 
had  been  completed.  This  permitted  the  Commission  to  have  reasonably 
accurate  cost  data  on  this  type  of  ship  so  that  it  could  set  realistic  maximum 
and  minimum  prices  for  selection  by  the  contractor  as  a basis  for  the  profit 
allowance  under  the  selective  contract  arrangement.  Under  the  selective 
fixed  jrice  f orm  of  contract  a schedule  is  incorporated  in  the  contract  speci- 
fying various  prices  of  ships  between  a maximum  and  minimum  and  the 
amount  of  the  profit  allowable  under  such  prices  so  specified.  For  the  maxi- 
mum price,  the  contractor  receives  the  minimum  allowable  profit,  and  the 
lower  the  price  the  greater  the  allowable  profit.  The  contractor  is  then  given 
the  right  at  any  time  to  select  a price  to  apply  on  all  vessels  for  which  keels 
have  not  yet  been  laid  and  the  allowable  profit  is  fixed  according  to  the  sched- 
ule, depending  upon  the  price  selected.  If  the  contractor  selects  prices,  and 
costs  exceed  the  prices  so  selected,  a loss  may  be  sustained.  Any  profit  in 
excess  of  the  profit  allowable  for  the  prices  selected  is  recaptnrable  by  the 
Commission.  Thus  the  contractor  is  not  permitted  to  make  more  than  a 
maximum  allowable  profit  though  taking  an  unlimited  risk  of  loss. 

As  mentioned  above,  at  the  time  of  the  conversion  to  selective  fixed  price  Con- 
tract MCc-36452 , 53  ships  had  been  completed  and  keels  for  27  others  had  been 
laid,  making  a 1 otal  of  80  ships.  With  respect  to  these  80  ships,  the  contractor 
was  permitted  to  select  a price  for  all  of  them  from  the  schedule  in  the  contract 
and  the  same  price  was  selected  for  9 additional  ships. 

On  the  last  21  of  the  110  ships  covered  by  this  contract, ’the  contractor 
selected  the  lowest  price  under  the  schedule  prior  to  the  keel  laying  and, 
thereby,  became  entitled  to  the  maximum  allowable  profit  permitted  under 
the  contract,  provided  costs  did  not  exceed  the  price  selected. 

The  net  Results  of  this  conversion  were  as  follows : 

1.  The  contractor  had  to  purchase  and  assume  the  risk  of  all  inventory. 

2.  The  contractor  selected  a price  of  $2,550,000  on  each  of  the  first  89  ships  and 
the  contractor  thereby  assumed  the  risks  of  contingent,  unknown,  and  unrecorded 
costs  with,  respect  to  53  vessels  which  had  been  completed,  and  the  risk  that 
eventual  costs  on  these  ships  as  well  as  costs  on  the  30  remaining  ships,  9 of 
which  had  not  yet  been  commenced  would  exceed  the  price  selected.  In  this 
connection  it  should  be  pointed  out  that  even  respecting  the  ships  included  in 
the  contract  which  had  been  completed,  the  actual  costs  were  not  known  and 
the  prices’  for  selection  specified  in  the  contract  were  at  best  only  estimates. 
From  past  experience  it  had  been  found  that  additional  costs  applicable  to  a 
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particular  contract  would  not  become  known  for  as  long  as  2 years  or  more 
after  the  contract  was  entirely  completed.  As  an  example,  due  to  the  number 
of  employees  at  the  various  yards,  there  were  innumerable  applications  which 
had  to  be  made  to  the  Government  agencies  for  approval  of  wage  and  salary 
adjustments,  and  tho  amount  eventually  payable  to  employees  pursuant  to  these 
applications,  many  of  which  were  retroactive  to  the  date  of  application,  was 
entirely  dependent  upon  the  action  of  the  governmental  agency  involved.  Action 
on  many  of  these  applications  was  delayed  for  months  so  that  the  determination 
and  payment  of  actual  costs  was  delayed  correspondingly.  As  another  example, 
delays  of  years  occurred  in  obtaining  final  decisions  by  Government  agencies 
relative  to  restitution  and  other  matters  under  the  wages  and  hours  law. 

3.  On  all  of  said  89  vessels,  contractor  was  entitled  to  a maximum  allowable 
profit  of  $104,810  each  if  earned,  and  the  excess,  if  any,  was  recapturable  by 
the  Commission.  This  amounted  to  an  increased  allowable  profit  of  $4,810  over 
the  maximum  fee  which  would  have  been  payable  under  the  original  cost-plus- 
flxed-fee  contract  and  which  maximum  fee  was  being  earned  by  contractor  at 
the  time  of  conversion. 

4.  On  the  last  21  ships,  contractor  selected  a price  of  $2,175,000,  the  lowest 
price  specified  in  the  contract,  and  was  entitled  to  a maximum  allowable  profit 
of  $152,210  per  ship  if  earned.  At  tills  extremely  low  price,  the  risk  of  loss  was, 
of  course,  greatly  increased.  This  maximum  allowable  profit  was  $52,210  in 
excess  of  the  maximum  fee  permissible  under  the  original  cost-plus-fixed-fee 
contract. 

In  consideration  of  a relatively  small  increase  in  the  maximum  allowable 
profit  applicable  to  the  lower  brackets  of  the  price  schedule  under  the  selective 
price  contract  over  and  above  the  maximum  fee  which  would  have  been  payable 
under  the  cost-plus-fixed-fee  contract,  the  Government  benefited  as  follows : 

O)  All  risk  of  loss  was  transferred  to  the  contractor. 

(6)  The  Government  obtained  cheaper  ships,  as  illustrated  by  the  fact 
that  on  the  last  21  ships  the  Government  saved  at  least  $375,000  per  ship 
as  against  an  outlay  of  $52,210  in  maximum  allowable  profit  per  ship,  over 
the  cost-plus-fixed-fee  maximum  fee. 

(c)  The  Government  obtained  a fixed  price  without  the  usual  correspond- 
ing benefit  to  the  contractor  of  unlimited  profit  through  lowered  costs  since 
the  profit  allowance  was  fixed  at  a maximum  and  anything  in  excess  was 
recapturable.  From  indications  to  date,  it  appears  that  said  recapturable 
profits  may  amount  to  as  much  as  $5,000,000  when  finally  settled. 

(d)  The  Government  saved  in  expenses  of  the  Maritime  Commission 
through  reduced  auditing  costs. 

(e)  Greater  production  speed  was  accomplished  through  elimination  of  the 
necessity  for  prior  approvals  of  all  purchases.  In  this  connection  it  was 
once  estimated  that  it  required  an  average  of  7 days  to  obtain  all  necessary 
approvals  under  cost-plus-fixed-fee  contracts. 


Schedule  No.  D1 

Richmond  Shipbuilding  Coup.  (Richmond  Shipyard  No.  2),  Richmond,  Calif, 

October  15,  1946. 

Data  concerning  change  of  V..S.  M.  C.  contracts  from  cost  phis  or  price  minus  to 
lump  sum,  fixed,  price,  or  selective  price 

[Foreword  : Data  submitted  for  each  contract  Includes  the  original  contract  and  all 
addenda  thereto,  except  where  the  typo  of  contract  is  changed  by  addenda,  In  which 
case  such  addenda  are  treated  as  a new  or  converted  contract.  Amounts  shown  for 
fees,  and  profit  are  before  deduction  of  any  disallowed  or  nonreimbursable  expense] 

Original  Contract 


Contract,  number J ; MCe-7787. 

Hate May  1,  1941. 

Purpose  (vessels  or  facilities)  Vessels  construction. 

Type  of  contract Cost  plus  a fee. 

Number  and  type  of  vessels  to  be  constructed 24  EC2. 

Minimum  fee  or  profit  for  contract $1,440,000.00. 

Maximum  fee  or  profit  for  contract $3,360,000.00. 
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Converted  To 

Contract  number MCc-7787  (MCc-33845), 

Date i November  14, 1944. 

Type  of  contract Lump  sum.  (See  Remarks.) 

Number  and  typo  of  vessels 24. 

Vessels  completed 24. 


Equivalent  vessels  in  process 

Equivalent  vessels  to  be  completed 

Minimum  fee  or  profit  for  contract 

Maximum  fie  or  profit  for  contract 

Actual  fee  or  profit,  if  determined $1,479,943.00. 

Remarks : Agreement  MCc— 33776,  dated  November  .14,  1944,  was  entered 
into  to  effect  renegotiation  of  MCc-7787  and  Agreement  MCc-33845  dated 
November  14,  1944,  was -entered  into  changing  MCc-7787  from  cost  plus  to 
lump  sum  for  costs  recorded  as  of  June  30, 1944. 

Renegotiation  and  conversion  of  this  contract  was  made  at  a date  subsequent 
to  the  completion  of  the  vessels  constructed  thereunder.  The  conversion  to  lump 
sum  for  cost  was  only  for  cost  recorded  as  of  a specific  date,  which  cost  had  been 
audited  and  approved  by  the  United  States  Maritime  Commission  and  was  either 
audited  or  available  for  audit  by  the  General  Accounting  Office. 


Schedule  No.  D2 

Richmond  Shipbuilding  Coup.  (Richmond  Shipyard  No.  2),  Richmond,  Camp. 

October  16,  1946. 

Data  concerning  change  of  U.  S.  M.  C.  contracts  from  cost  pirn  or  price  minus  to 
lump  sum,  fixed  price  or  selective  price 

[Foreword  i Data  submitted  for  each  contract  includes  the  original  contract  and  all 
addenda  thereto,  except  where  the  type  of  contract  Is  changed  by  addenda,  in  which 
case  such  addenda  are  treated  as  a new  or  converted  contract.  Amounts  shown  for 
fees  and  profit  are  before  deduction  of  any  disallowed  or  nonreimbursable  expense] 

Original  Contract 

Contract  numbin' 

Date i . 

Purpose  (vessels  or  facilities)— 

Type  of  contract 

Number  apd  type  of  vessels  to  be  constructed 

Minimum  fee  or  profit  for  contract 

Maximum  fee  or  profit  for  contract 

Converted 

Contract  numbe  

Date 1 

Type  of  contract 

Number  apd  type  of  vessels 

Vesseljs  completed 

Equivalent  vessels  in  process 

Equivalent  vessels  to  be  completed 

Minimum  fee  or  profit  for  contract 

Maximum  fee  or  profit  for  contract 

Actual  fee  or  profit,  if  determined 

Remarks:  Agreement  MCc-33776,  dated  November  14,  1944,  was  entered 
into  to  effect  renegotiation  of  MCc-1795  and  Agreement  MCc-33845  dated 
November  14,  1944,  was  entered  into  changing  MCc-1795  from  cost  plus  to 
lump  sum  for  costs  recorded  as  of  June  30, 1944. 

Renegotiation  and  conversion  of  this  contract  was  made  at  a date  subsequent 
to  the  completion  of  the  vessels  constructed  thereunder.  The  conversion  to  lump 
sum  for  cost  was  only  for  cost  recorded  as  of  a specific  date,  which  cost  had  been 
audited  apd  approved  by  the  United  States  Maritime  Commission  and  was  either 
audited  or  available  for  audit  by  the  General  Accounting  Office. 


— MCc-1795. 

October  15,  1941. 

Vessels  construction. 

— Cost  plus  a fee. 

12  EC2. 

$720,000.00. 

— $1,680,000.00. 

To 

— MCc-1795  (MCc-33845). 
October  15,  1941. 

Lumpsum.  (See  Remarks.) 

— 12. 

— 12. 


$1,450,942.00. 
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Schedule  No.  DS 


Richmond  Shipbuilding  Cobp.  and  the  Pebmanente  Metals  Cobp.,  Richmond, 

Calif. 


October  15,  1946. 


Data  concerning  change  of  V.  8.  M.  C.  contracts  from  cost  plus  or  price  minus  to 
lump  sum,  fixed,  price,  or  selective  price 


[Foreword  : Data  submitted  for  each  contract  Includes  the  original  contract  and  all  addenda 
thereto,  except  where  the  type  of  contract  Is  changed  by  addenda,  In  which  case  such 
addenda  are  treated  as  a new  or  converted  contract.  Amount  shown  for  fees  and  profit 
are  before  deduction  of  any  disallowed  or  nonreimbursable  expense] 


Original  contract 


Contract  number 

Date 

Purpose  (vessels  or  facilities) 

Type  of  contract 

Number  and  typo  of  vessels  to  be  constructed- 

Minimum  fee  or  profit  for  contract 

Maximum  fee  or  profit  for  contract 


DA-MCc-2  and  DA-MCc-732. 
April  10,  1941,  and  Sept.  9;  1941. 
Facilities  construction. 

Cost  plus  a fee. 

$4.  00 
$4.  00. 


Converted  to 


Contract  number 

Date 

Type  of  contract 

Number  and  type  of  vessels 

Vessels  completed 

Equivalent  vessels  in  process 

Equivalent  vessels  to  be  completed. 

Minimum  fee  or  profit  for  contract. 

Maximum  fee  or  profit  for  contract 
Actual  fee  or  profit,  if  determined. 

Remarks : Agreement  MCc-33845  which  was  made  pursuant  to  Agreement 
MCc-33776,  which  effected  renegotiation  of  Vessels  Contracts  MCc-2115, 
MCc-1795,  and  MCc-7787,  changed  Contracts  DA-MCc-2  and  DA-MCc-732 
from  cost  plus  to  lump  sum  for  costs  recorded  as  of  June  30,  1944.- 

Renegotiation  and  conversion  of  these  contracts  was  made  at  a date  subsequent 
to  the  completion  of  the  vessels  constructed  thereunder.  The  conversion  to  lump 
sum  for  cost  was  only  for  cost  recorded  as  of  a specific  date,  which  cost  had  been 
audited  and  approved  by  the  United  States  Maritime  Commission  and  was  either 
audited  or  available  for  audit  by  the  General  Accounting  Office. 


DA-MCc-2  and  DA-MCc732 
(MCc-33845). 

November  14,  1944. 

Lump  sum.  (See  Remarks.) 


’’  $0. 


Schedule  No.  DJf 

The  Pebmanente  Metals  Corp.  (Richmond  Shipyards  No.  1 and  No.  2), 

Richmond,  Calif. 

October  15,  1946. 

Data i concerning  change  of  U.  8.  M.  O.  contracts  from  cost  plus  or  price  minus 
to  lump  sum,,  fixed  price,  or  selective  price 

[Foreword  : Data  submitted  for  each  contract  includes  the  original  contract  and  all  addenda 
thereto,  except  where  the  type  of  contract  is  changed  by  addenda,  In  which  case  such 
addenda  are  treated  as  a new  or  converted  contract.  Amounts  shown  for  fees  and  profit 
are  before  deduction  of  any  disallowed  or  nonreimbursable  expense] 


Original  contract 


Contract  number . MCc-2115. 

Date January  17,  1942. 

Purpose  (vessels  or  facilities) Vessels  construction. 

Type  of  contract Cost  plus  a fee. 

Number  and  type  of  vessels  to  be  constructed-  187  EC2. 

Minimum  fee  or  profit  for  contract $11,  220,  000.  00. 

Maximum  fee  or  profit  for  contract $26, 180,  000.  00 
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Converted  to 


Contract  number 

Date 1 

Type  of  contract 

Number  and  type  of  vessels 

Vessels  completed 

Equivalent  vessels  in  process 

Equivalent  vessels  to  be  completed- 
Minimum  fee  or  profit  for  contract- 
Maximpm  fee  or  profit  for  contract. 
Actual  fee  or  profit,  if  determined-. 


MCc-2115  (MCc-33845). 
November  14,  1944. 

Lump  sum.  (See  Remarks.) 
187  EC2. 

187. 


$23,  606,  877.  00. 


Remarks : Agreement  MCc-33776-  dated  November  14,  1944,  was  entered 
into  to  effec;  renegotiation  of  MCc-2115  and  Agreement  MCc-33845  dated 
November  14,  1944,  was  entered  into  changing  MCc-2115  from  cost  plus  to 
lump  sum  for  costs  recorded  as  of  June  30,  1944. 

Renegotiation  and  conversion  of  this  contract  was  made  at  a date  subsequent 
to  the  completion  of  the  vessels  constructed  thereunder.  The  conversion  to  lump 
sum  for  cost  was  only  for  cost  recorded  as  of  a specific  date,  which  cost  had 
been  audited  and  approved  by  the  United  States  Maritime  Commission  and  was 
either  audited  or  available  for  audit  by  the  General  Accounting  Office. 


Schedule  No.  D5 


The  Permanente  Metals 


Cord.  (Richmond  Shipyards  No.  1 and  No.  2), 
Richmond,  Calif. 


October  15, 1946. 


Data  concerning  change  of  V.  8.  M.  C.  contracts  from,  cost  plus  or  price  minus  to 
lump  sum,  fixed  price,  or  selective  price 

[Foreword  : Data  submitted  for  each  contract  includes  the  original  contract  and  all  addenda 
thereto,  except  where  the  type  of  contract  is  changed  by  addenda,  in  which  case  such 
addenda  are  treated  as  a new  or  converted  contract.  Amounts  shown  for  fees  and  profit 
are  before  deduction  of  any  disallowed  or  nonreimbursable  expense] 

| Original  contract 


Contract  number MCc-15762. 

Date April  22,  1943. 

Purpose  (vessels  or  facilities) Vessels  construction. 

Type  of  contract : Cost  plus  a fee. 

Number  and  type  of  vessels  to  be  constructed—  45  design  VC2-S-AP2. 

10  design  VC2-S-AP3. 

22  design  VC2-S-AP5. 

Minimum  fee  or  profit  for  contract $3,355,000.00. 

Maximum  fee  or  profit  for  contract $9,020,000.00. 

Converted  to 

Contract  numbei - MCc-15762,  Addendum  3. 

Date-'——: - April  1,  1945. 

Type  of  contract Lumpsum. 

Number  and  type  of  vessels 10  VC2-S-AP3. 

22  VC2-S-AP5. 

....  'Vessels  completed— — 32. 

‘ 'Equivalent  vessels  in  process 


Maxiirtum  fee  or  profit  for  contract $1,690,000.00. 

Actual  fee  or  profit,  if  determined $1,690,000.00. 


Remarks : 45  vessels  of  VC2-S-AP2  design  were  transferred  to  Contract 
MCc-36452  (selective  price). 
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Schedule  No.  DC 


The  Pebmanente  Metals  Cobp.  (Richmond  Shipyabds  No.  1 and  No.  2), 

Richmond,  Calif. 


October  15, 1946. 


Data  concerning  change  of  V.  S.  M.  C.  contracts  from  cost  plus  or  price  minus  to 
lump  sum,  fixed  price,  or  selective  price 


[Foreword  : Data  submitted  for  each  contract  includes  the  original  contract  and  all  addenda 
thereto,  except  where  the  type  of  contract  is  changed  by  addenda,  in  which  case  such 
addenda  are  treated  as  a new  or  converted  contract.  Amounts  shown  for  fees  and  profit 
are  before  deduction  of  any  disallowed  or  nonreimbursable  expense] 

Original  contract 


Contract  number MCc-30602. 

Date July  18,  1944. 

.Purpose  (vessels  or  facilities) Vessels  construction. 

Type  of  contract Cost  plus  a fee. 

Nuibber  and  type  of  vessels  to  bo  constructed—  65  design  VC2-S-AP2. 

Minimum  fee  or  profit  for  contract $2,405,000.00. 

Maximum  fee  or  profit  for  contract $6,500,000.00. 


Converted  to 

From 

MCc-30602 

From 

MCc-15762 

MCc-36452. 

Apr.  1,  1945. 
Selective  price. 
110 

65 

14 

24. 479 
26. 521 

45 

39 

5.  266 
.734 

A 

Number  and  typo  of  vessels— Design  VC2-S-AP2 . 

63  .... 

29.745 

Equivalent  vessels  to  foe  completed- 

27.266- 

80. 

0. 

$12,961,100.00. 

$12,524,500.00. 

Maximum  fee  or  profit  for  contract  based  on  prices  avail- 
able for  selection. 

Remarks : 45  AP2  vessels  were  transferred  to  MCc-36452  from  MCc-15762. 
Minimum  profit  is  shown  as  zero,  although  it  was  entirely  possible  for  the 
Contractor  to  sustain  a loss  under  the  selective-price  contract. 


Page  100 

Mr.  Coles.  Were  any  of  the  contracts  of  the  Oregon  Shipbuilding  Company  on 
a fixed  price  or  selected-price  basis  changed  from  the  former  basis? 

Mr.  Coles.  Will  you  give  us  all  the  changes  for  the  record? 

Attached  please  find  schedules  showing  all  contracts  of  Oregon  Shipbuilding 
Corp.  which  were  converted  from  one  type  of  contract  to  another. 

As  has  been  mentioned  before,  early  in  1944  the  Maritime  Commission  and  other 
Government  agencies  adopted  a policy  of  converting  all  existing  cost-plus-fixed- 
fee  contracts  to  fixed-price  or  selective-price  contracts  wherever  possible  and  a 
policy  of  letting  all  new  war  contracts  on  a fixed-price  basis. 

Following  the  adoption  of  this  policy,  discussions  between  the  shipbuilding- 
contractors  and  Commission  representatives  were  carried  on  over  a period  of 
about  9 months  but,  due  to  numerous  procedural  and  administrative  difficulties, 
the  actual  conversion  of  contracts  lagged.  Finally,  in  December  1944,  the  Com- 
' mission,  in  order  to  force  the  issue,  went  so  far  as  to  send  wires  to  all  shipbuilding 
contractors,  stating  that  further  contracts  were  anticipated  but  they  would  only 
be  awarded  on  a fixed-price  basis. 

This  necessitated  immediate  conversion  of  existing  contracts,  it  being  recog- 
nized by  all  concerned  that  it  would  be  impracticable  for  any  one  yard  to  construct 
the  same  type  of  ship  under  cost-plus-fixc'd-fee  contracts  and  fixed-price  contracts 
at  the  same  time  since  the  problems  of  inventory  controls  and  cost  allocations 
between  the  two  types  of  contracts  would  have  been  practically  insurmountable. 
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Therefore,!  in  order  to  effectuate  the  policy  requirements  of  the  Maritime  Com- 
mission ip  an  orderly  manner,  it  was  necessary  to  approach  the  conversion  of 
contracts  in  stages  as  follows : 

(а)  | All  existing  cost-plus-fixed-fee  contracts  at  a given  yard  which  had 
only  recently  been  entirely  completed  were  converted  to  lump-sum  contracts. 

In  making  this  conversion,  the  lump  sum  was  made  up  of  recorded  costs  to 
a given  date  which  had  been  audited  and  approved  by  the  Maritime  Commis- 
sion and  were  either  audited  or  available  for  audit  by  the  General  Accounting 
Office,  plus  the  fee  actually  earned  by  the  contractor  in  the  performance  of 
the  cost-pluo-iixed-fee  contract,  whether  minimum,  maximum,  or  somewhere 
between  these  limits. 

These  conversions  were  only  made  to  carry  renegotiation  into  effect  and,  ? 
as  a part  of  the  transaction,  any  excessive  profits  which  were  found  were 
eliminated  and  the  lump  sum  contracts  evidenced  the  renegotiation  settle- 
ment fis  finally  agreed  upon. 

As  p,  part  of  the  above  procedure,  the  amount  of  disallowed  costs  to  the 
date  of  the  renegotiation  settlement  was  definitely  settled  and  fixed  although 
in  ev<pry  instance  we  were  required  to  forego  certain  costs  which . we 
believed  to  be  reimbursable  under  the  law  and  regulations.  For  example, 
the  Maritime  Commission  flatly  refused  to  allow  other  than  a negligible 
amount  of  capital-stock  taxes  paid  by  the  company  which  amounted  to  a 
sizable  sum.  The  United  States  Court  of  Claims  has  recently  held  that 
all  such  capital-stock  taxes  are  reimbursable  costs  under  the  law  and  cost- 
4 plus-f^xed-fce  regulations.  The  contracts  of  Oregon  Shipbuilding  Corp. 
falling  within  the  category  mentioned  in  this  subparagraph  (a)  and  shown 
in  the  attached  schedules  are  MCc-ESP-11,  MCc-ESP-595,  MCc-596,  MCc- 
7950,  MCe-8611,  MCc-13101,  and  MCc-15750. 

Through  the  above  conversions  to  accomplish  renegotiation,  contractor 
received  exactly  the  same  profit  that  it  was  entitled  to  under  the  cost- 
plus-fixed-fce  contracts,  less  amounts  recovered  by  the  Government  be- 
cause! of  the  renegotiation,  and  likewise  there  were  no  other  advantages 
accruing,  to  the  contractor  because  of  the  conversions.  > 

(б) ;  The  second  stage  in  the  conversion  involved  cost-plus-fixed-fee  con- 
tract^ wh  Lcli  had  not  been  completed.  As  shown  on  the  attached  schedules, 

t Oregon  Shipbuilding  Corp.  had  two  such  contracts,  bearing  Nos.  MCc-15751 
and  MCc-30601,  and  a letter  of  intent  bearing  No.  MCc-34763.  Contract 
MCc-15751  originally  covered  75  VC2-S-AP3  vessels  and  30  VC2-S-AP5  ves- 
sels. At  the  time  of  conversion,  all  30  of  the  AP5  vessels  had  been  completed 
and  these,  together  with  32  of  the  AP3  vessels  which  had  been  completed, 
were  included  in  Addendum  No.  3 to  said  contract,  which  converted  the 
contract  to  a lump-sum  basis  in  the  same  manner  as  described  in  sub- 
paragraph  (a)  above,  except  that  a contingency  allowance  was  included 
in  the  lump  sum  to  cover  unknown  unrecorded,  and  contingent  costs  which 
might;  develop  after  the  cost  cut-off  date  used  in  arriving  at  the  lump  sum. 
This  contingency  allowance  was  retained  by  the  Maritime  Commission  and 
was  payable  by  the  Commission  up  to  but  not  exceeding  the  amount  thereof 
only  iin  the  event  the  costs  recorded  or  accruing  after  the  cut-off  date  were 
properly  reimbursable  under  cost-plus-fixed-fee  cost  regulations,  and  the  Com- 
mission reserved  the  right  to  audit  all  such  costs  to  determine  their  re- 
imbursabilii  y.  This  contingency  allowance  could  in  no  way  increase  the 
contractor’s  profit.  Likewise  this  conversion  differed  from  those  mentioned 
in  subparagraph  (a)  in  that  it  was  not  made  as  a part  of  renegotiation. 

The  remaining  vessels  originally  covered  by  Contract  MCc-15751,  MCe- 
30G01,  and  the  letter  of  intent  bearing  No.  MCc-34763  are  discussed  below. 

(c)  The  remaining  43  AP3  vessels  originally  covered  by  MCc-15751,  15  of 
which  had  been  completed,  along  with  all  20  AP3  vessels  originally  covered  by 
Contract  MCc-30601,  work  under  which  had  only  barely  commenced,  and  all 
25  vessels  originally  covered  by  letter  of  intent  No.  MCc-34763,  work  upon 
which  had  anly  barely  commenced,  were  all  transferred  to  and  included  in 
Definitive  Contract:  No.  MCc-34763,  a selective  fixed-price  contract.  By  in- 
cluding 15  of  the  AP3  vessels  which  were  completed  and  had  originally  been 
covered  by  Contract  No.  MCc-15751,  the  Commission  was  able  to  obtain 
reasonably  accurate  cost  data  on  these  ships  so  that  it  could  set  realistic 
maximum  and  minimum  prices  for  selection  by  the  contractor  as  a basis 
for  tie  profit  allowance  under  the  selective  price  contract  arrangement. 
Undeg  the  selective  fixed-price  form  of  contract  a schedule  is  incorporated  in 
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m^i™nk’act1,E!S?clfying  various  prices  of  ships  between  a maximum  and 
an?  tbe  amour*t  the  profit  allowable  under  such  price  so  specified 
For  the  maximum  price,  the  contractor  receives  the  minimum  allowable  profii 
tbC  lowf?r  tlui  price  the  greater  the  allowable  profit.  The  contractor  is 
then  given  the  right  at  any  time  to  select  a price  to  apply  on  all  vessels  for 

’fyblcb  ii,ClS  b,avf  Pot  yet  boen  laid  and  the  allowable  profit  is  fixed  accord- 
ing to  the  schedule,  depending  upon  the  price  selected  If  the  cnritriffni* 
selects  prices,  and  costs  exceed  the  prices  so  selected  a loss  mafbe  susfained. 

Any  profit  in  excess  of  the  profit  allowable  for  the  prices  selected  is  re 
capturable  by  the  Commission.  Thus  the  contractor  is  not  plrmitted  to 
“sk  ofTss.  a maXlmuin  allowable  Proflt  though  taking  an  unlimited 

ConteactnMCce^47raOVieA  ^ th<l  °f  the  convei'sion  to  selective  fixed-price 
been  laid  ^hns^ntni5  fof  £ad  been  eomPlete<l  and  keels  for  12  others  had 
Motal  of  27  sIllps  wero  commenced  or  completed.  With  respect 
, 27  sfijps,  the  contractor  was  permitted  to  select  a price  for  all  of  them 

^SChendle  ln  contract  and  the  contractor  selected  a price  of  $2,700,000 
each,  although  the  maximum  price  which  could  have  been  selected  was  $3  S001 000 

SSUthaS%r^d«a  ,prlCet0f  •$2’550i000  for  a5SlS“aSffi& 

» 'll  a 5 price  ot  $2, ,125, 000,  the  lowest  price  under  the  schedule  on  the  hist  iq 

^rmniouiPSV1arlfilhereby  became  entitted  t0  the  maximum  allowable  profit 
the  price  selected  6 on  these  last  slliPs  Provided  costs  did  not  exceed 

The  net  results  of  this  conversion  were  as  follows  • 

1.  The  contractor  had  to  purchase  and  assume  the 'risk  of  all  inventory 

2.  In  selecting  a price  of  $2,700,000  on  each  of  the  first  27  ships,  the  contractor 
thereby  assumed  the  risk  of  contingent  unknown  and  unrecorded  costs  with 
.respect  to  lo  of  said  vessels  which  had  been  completed  and  the  risk  that  eventual 
costs  on  these  ships,  as  well  as  costs  on  the  remaining  12  ships  covered  bv  the 
original  selection,  most  of  which  had  barely  been  commenced,  would  exceed  the  . 
pr  ce  selected  In  his  connection  It  should  be  pointed  out  that  even  resecting  the 
ships  included  in  the  contract  which  had  been  completed,  the  actual  costs  were 
not  known  and  the  prices  for  selection  specified  in  the  contract  were  at  test 
oniy  estimates.  From  past  experience  it  had  been  found  that  additional  costs 
applicable  to  a particular  contract  would  not  become  known  for  as  long  as  2 
years  or  more  after  the  contract  was  entirely  completed.  As  an  example  due 
to  the  number  of  employees  at  the  various  yards,  there  were  innumerable  arm!! 
cations  which  had  to  be  made  to  the  Government  agencies  for  approval  of  wage 
and  salary  adjustments,  and  the  amount  eventually  payable  to  employees  nur- 
suant  to  these  applications,  many  of  which  were  retroactive  to  the  date  of  appli- 
cation, was  entirely  dependent  upon  the  action  of  the  governmental  agency  1n- 
tnIV?Wo,AC.tl0I°n  many  of  tllose  aPP^ationS  was  delayed  for  monthfsolhat 
f.be  ,daI'f,*niIllatl0n  arld  PaJ7ment  of  actual  costs  was  delayed  correspondingly 
As  another  example,  delays  of  years  occurred  in  obtaining  final  deeisionsbv 
In(l-lmuraIawS<"nCICS  lelatlve  restitution  and  other  matters  under  the  wages- 

rs^fie°nrai!ii0/oooi(J  27  vTeIs  contractor  was  entitled  to  a maximum  allowable 
profit  of  $116,000  each,  if  earned,  and  the  excess,  if  any,  was  recapturable  bv 
the  Commission.  This  amounted  to  an  increased  allowable  profit  of  $10  000 
wbi.cb  would  have  been  payable  under  tlie  original  c’ost- 
-fee  contracts,  which  maximum  fee  was  being  earned  by  the  contractor 
at  the  time  of  conversion.  ' 41 

4.  On  the  next  35  ships  contractor  selected  a price  of  $2,550,000,  and  on  the 
remaining  13  ships  a price  of  $2,325,000,  the  lowest  price  specified  in  the  cofil 
tiact.  For  the  $2,550,000  price  selected,  the  contractor  was  entitled  to  a maxi- 
mum allowable  profit  of  $134,700,  $34,700  per  ship  In  excess  of  the  maximum 
fee  allowable  under  the  cost-plus-flxed-fee  contracts,  and  for  the  ships  subject 
to  the  price  of  $2,325,000,  the  contractor  became  entitled  to  a maximum  allow 
wal  ^iLfi762’7'*0-  tbe  highest  permissible  profit  under  the  contraT,  which 
was  $02  750  moio  than  the  maximum  fee  permissible  under  the  original  cost- 

greatiy  Increased traCt  At  theSG  l0We1’  prices’  the  risli:  °f  loss  was,  of  course, 
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5.  As  shown  by  the  schedules  attached,  certain  ships  were  cancelled  out  of 
the  contract  and  others  of  a different  type  were  added,  so  that  m all  a total  of 
74  ships  have  been  or  will  be  completed  under  the  contract.  The  last  three  of  the 
ships  have  not  yei  been  completed  and  delivered. 

In  consideration  of  an  increase  in  the  maximum  allowable  profit  applicable  to 
the  lower  bracket:;  of  the  price  schedule  under  the  selective-price  contract  over 
and  above  the  maximum  fee  which  would  have  been  payable  under  the  cost- 
plus-fixed-fee  contracts,  the  Government  benefited  as  follows : 

(a.)  All  risk  of  loss  is  transferred  to  the  contractor.  . . . 

(&)  The  Government  obtained  cheaper  ships,  as  illustrated  by  the  fact  that 
the  contractor  selected  and  constructed  ships  at  prices  considerably  below  those 

believed  possible  i:t  the  time  of  the  original  conversion. 

(o)  The  Government  obtained  a fixed  price  without  the  usual  corresponding 
benefit  to  the  contractor  of  unlimited  profit  through  lowered  costs,  since  the 
profit  allowance  was  fixed  at  a maximum  and  anything  in  excess  was  recap- 
turable.  From  In  dications  to  date  it  appears  that  said  recapturable  profits  may 
amount  to  in  excess  of  $2,000,000  when  finally  settled. 

(4),  The  Government  saved  in  expenses  of  the  Maritime  Commission  through 

reduced  auditing  costs.  , ...  ..  , ' 

(e)  Greater  production  speed  was  accomplished  through  elimination  of  ne- 
cessity for  prior  approvals  of  all  purchases.  In  this  connection  it  was  once 
estimated  at  a comparable  yard  that  it  required  an  average  of  7 days  to  obtain 
all  necessary  approvals  to  purchase  under  cost-plus-flxed-fee  contracts. 

Schedule  No.  DIO 

Oregon  Shipbuilding  Corp.,  Portland,  Oreo. 

October  16,  1946. 

Data  concerning  change  of  V.  S.  M.  C.  contracts  from  cost  plus  or  price  minus 
| to  lump  sum,  fixed  price  or  selective  price 

rvwownrrt  • Data  submitted  for  each  contract  includes  the  original  contract  and  all  ad- 
denda thereto  except  where  the  type  of  contract  is  changed  by  addenda,  m which  case 
su?h  addenda  Ire  treated  as  a new  or  converted  contract  Amounts  shown  for  fees 
and  profit  are  before  deduction  of  any  disallowed  or  nonreimbursable  expense! 

i Original  Contract 

i.  . 

Contract  number t ^^V^a^a.,0 

Purpose  (vessels  or  facilities) Vessels  construction. 

Type  of  contract P1.11*3  . „„ 

Number  and  type  of  vessels  to  be  constructed.  7 o design  VC2_Ji_AP3. 

Miuimum  fee  or  profit  for  contract 

« Maximum  fee  or  profit  for  contract — $14dU0,uuu.uw. 

I Converted  To 

Contract  number — MO-15751— Addendum  3. 

Date March  1,  1945. 

Type  of  contract J;™1*  «_A-pq 

Number  and  type  of  vessels 62  Design  V02-S^P3. 

Vessels  completed , 62- 

Equivalent  v essels  In  process 

Equivalent  vessels  to  be  completed ocaaaoaa 

Minimum  fee  or  profit  for  contract |1,360,000  00. 

Maximum  fee  or  profit  for  contract $7,0(2,000.00. 

1 Actual-  fee  or  profit,  if  determined $7,072,000.00. 

Remarks:  43  AP3  vessels  transferred  from  Contract  MCc-i5751  to  con- 
tract JjlCc-34763. 
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Schedule  No.  Dll 

Dreg  Shipbuilding  Cobp.,  Portland,  Oreo. 

October  16,  1046. 


Data  Concerning  Change  of  V.  Sr  M.  C.  Contracts'  From  Cost  Plus  or  Price  Minns 
to  Lump  Sum,  Fixed  Price,  or  Selective  Price 

[Foreword  : Data  submitted  for  each  contract  includes  the  original  contract  and  all  addenda 
thereto,  except  whore  the  type  of  contract  is  changed  by  addenda,  in  which  case  such 
addenda  are  treated  ns  a new  or  converted  contract.  Amount  shown  for  fees  and  profit 
are  before  deduction  of  any  disallowed  or  nonreimbursable  expense] 

Original  contract 


Contract  number MCc-30601. 

Date July  18,  1944. 

Purpose  (vessels  or  facilities) Vessels  construction. 

Type  of  contract Cost  plus  a fee. 

Number  and  type  of  vessels  to  be  constructed..  20  Design  VC2-S-AP3. 

Minimum  fee  or  profit  for  contract $740,000.00. 

Maximum  fee  or  profit  for  contract $2,000,000.00. 


Converted  to 

Contract  number MCc-34763.  ( See  sheet  on  MCc- 

34763  for  detail.) 

Date 

Type  of  contract 

Number  and  type  of  vessels.. 

Vessels  completed : 

Equivalent  vesels  in  process 

Equivalent  vessels  to  be  completed 

Minimum  fee  or  profit  for  contract 

Maximum  l'ce  or  profit  for  contract 

Actual  fee  or  profit,  if  determined 


Remarks : 


Schedule  No.  Dlft 

Obeg  Shipbuilding  Cobp.,  Portland,  Oreg. 

October  16,  1946. 

Data  Concerning  Change  of  U.  S,  M.  C.  Contracts  From  Cost  Plus  or  Price  Mvrms 
to  Lump  Sum,  Fixed  Price,  or  Selective  Price 

[Foreword  : Data  submitted  for  each  contract  includes  the  original  contract  and  all  addenda 
thereto,  except  where  the  type  of  contract  is  changed  by  addenda,  in  which  case  such 
addenda  are  treated  as  a new  or  converted  contract.  Amounts  shown  for  fees  and  profit 
are  before  deduction  of  any  disallowed  or  nonreimbursable  expense] 

Original  contract 


Contract  number 

Date 

Purpose  (vessels  or  facilities) 

Type  of  contract 1 

Number  and  type  of  vessels  to  be  constructed 

Minimum  fee  or  profit  for  contract 

Maximum  fee  or  profit  for  contract 


MCc-34763  (letter  of  intent). 
December  29,  1944. 

Vessels  construction. 

Not  specified. 

25  Design  VC2-S-AP3. 

Not  specified. 

Not  specified. 


93486—46 42 
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Converted  to 


s:  os 

cj  C3  o 435 


Contract  number.  M Cc-34763. 

Date , Mar.  1,  1945. 

Type  of  contract . Selective  price. 

Number  and  type  of  ve  ssels 67  VC2-S-AP3.. 

4 VC2-S-AP5._ 
3 VC2-S1-AP7. 

Vessels  completed  at  M ar.  1,  1945_  _ _ 15  V C2-S-AP3.  _ 

0VC2-S-AP5.. 
0 VC2-S1-AP7. 


Mar.  1,  1945. 1 VC2-S-AP5-. — 

VC2-S1-AP7 

Equivalent  vessels  to  bo  completed  31.  827  VC2-£>-AP3 24.923  10.757  17.147  1 12  *9 

at  Mar.  1,  1945.  4.  VC2-S-AP5 — - 12  8 

3.  VC2-S1-AP7 - - 

Minimum  fee  or  profit  for  contract..  0. 

Maximum  fee  or  profit  lor  contract- . $11, 168, 750. 00. 

Actual  fee  or  profit  if  determined Not  determined. 


i Red  figures. 


! 
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Page  108 

Mr.  Kmsk,!!.  This  is  in  further  answer  to  the  letter  of  Congressman  Woodruff, 
read  into  the  record  by  Congressman  Bradley. 

Congressman  Woodruff  does  not  appear  to  have  the  complete  picture  regard- 
ing the  pledging  o " ship  earnings  as  collateral  for  RFC  loans. 

Three,  only,  of  the  shipbuilding  companies  in  which  I was  interested  had  loans 
with  RFC  and  assigned  shipbuilding  earnings  as  collateral  to  RFC.  It  appears 
that  Congressman  Woodruff  has  included  in  his  statements  several  other  compa- 
nies of  entirely  di  I'ferent  ownership  whose  earnings  were  never  pledged  to  RFC. 

Here  are  the  fa  ets  : 

. Permanente  Metals  Corp.  borrowed  a total  of  $28,475,000  from  RFC,  beginning 
early  in  1941,  for  the  construction  and  operation  of  a wartime  magnesium  plant 
and  appurtenant  facilities.  This  loan  has  been  repaid  in  full,  with  interest  at  4 
percent.  The  shipyard  earnings  of  Permanente  Metals  were  assigned  in  writing 
by  documents  drawn  up  by  the  RFC  legal  department  and  adequately  protected 
the  Government.  In  addition,  all  other  earnings  were  assigned  and  RFC  held 
a mortgage  bn  the  facilities. 

Kaiser  Cargo,  Inc.  (Fleetwings),  borrowed  a total  of  $1,000,000  from  RFC 
under  similar  conditions.  This  loan  has  long  since  been  repaid  in  full,  with  in- 
terest at  4 percent. 

Kaiser  Co.,  Inc.,  borrowed  in  wartime  a total  of  $111,805,000  from  the  RFC 
for  the  construction  and  operation  of  a sorely  needed  west-coast  steel  plant. 

The  earnings  from  three  Kaiser  Co.,  Inc.,  operated  shipyards,  viz,  Swan  Island 
(Portland,  Ore.),  Vancouver  (Vancouver,  Wash.)  and  Richmond  No.  3 (Rich- 
mond, Calif.)  wers  assigned  as  collateral  to  RFC  in  addition  to  steel-plant  earn- 
ings and  a mortgage  to  RFC  on  the  facilities.  RFC  specified  in  legal  docu- 
ments the  terms  and  conditions  under  which  the  shipyard  earnings  of  Kaiser 
Co.,  Inc.,  were  to  he  paid  directly  to  RFC.  Payments  to  RFC  in  accordance  with 
these  written  agreements  have  been  made  and  will  continue  to  be  made  in  ac- 
cordance with  those  written  agreements. 

I only  resorted  to  an  RFC  loan  for  the  steel  plant  after  all  my  efforts  to  have 
the  Government  build  the  west-coast  steel  plant  had  been  defeated.  The  short- 
age of  steel'  was  very  acute  then  and  was  sorely  needed  for  wartime  ship  con- 
struction and  other  war  purposes.  The  Government  had  authorized  over  a 
billion  dollars  for  steel  expansion,  including  the  $200,000,000  plant  for  U.  S. 

Steel  at  Geneva,  Utah,  but  I was  excluded  from  this  favored  list.  Even,  though 
Fontana  was  a wartime  plant,  built  in  wartime  at  high  cost,  and  built  as  a 
one-purpose  plant  to  produce  primarily  steel  plate,  and  even  though  I was  forced 
to  use  a costly  obsolete  method,  because  I could  not  obtain  the  priorities  for 
modern  equipment,  I nevertheless  proceeded  to  fake  the  obligation  to  build  the 
plant  and  produce  the  needed  wartime  steel.  The  wartime  costs  of  the  plant  * 
have  been  clearly  proven  by  the  prices  obtained  for  surplus  Government-owned 
plants,  particularly  the  plant  at  Geneva,  Utah,  which  was  told  to  U.  S.  Steel 
last  May  at.  an  80-percent  discount  of  its  wartime  cost,  or  at  a sales  price  of  20 
cents  on  the  dollar. 

No  interest  was  charged  U.  S.  Steel  for  this  80  percent  or  $160,000,000  write- 
down of  the  wartime  cost  of  the  plant.  Kaiser  Co.  is  still  obligated  to  pay  the 
full  wartime  cost  of  100  cents  on  the  dollar  for  the  Fontana  plant  even  though 
interest  has  been  waived  on  a portion,  approximately  $34,000,000,  which  RFC 
arbitrarily  set  up  as  due  to  wartime  costs.  Perhaps  the  $160,000,000  write-down 
to  U.  S.  Steel  of  this  Geneva  plant  is  really  the  typical  “get-rich-quick  U.  S. 

Steel  style”:  at  the  expense  of  the  taxpayers. 

Congressrhan  Woodruff’s  reference  t.o  the  refinancing  of  this  Fontana  steel 
plant  RFC  'loan  is  wholly  unfair  and  at  variance  with  the  facts.  All  of  the 
shipyard  earnings  assigned  as  collateral  to  RFC  from,  the  three  Kaiser  Co.,  Inc., 
operated  yards  lmve  been  paid  or  will  shortly  be  paid  directly  to  RFC  In  accord- 
ance with  all  agreements.  The  amounts  assigned  were  not  in  excess  of  the  loans 
as  stated  hi7  Congressman  Woodruff. 

Page  185' 

Mr.  Weichkl.  Did  you  or  your  group  at  any  time  have  a brief  prepared  by 
attorneys  covering  the  matter  that  you  did  not  believe  that  your  contracts  should 
be  checked  by  the  General  Accounting  Office?  Did  you  have  such  a brief  prepared 
and  sent  into  the  Maritime  Commission? 
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Mr.  Weichel.  And  did  you  later  submit  a bill  for  reimbursement  for  attorneys’ 
fees  covering  that? 

Mr.  Kaiser.  We  never  had  a brief  prepared  to  the  effect  that  our  contracts 
should  not  be  checked  by  the  General  Accounting  Offiee.  I believe  you  must 
have  reference  to  an  opinion  which  was  prepared  by  counsel  for  Oregon  Ship- 
building Corp.  regarding  approvals  by  the  Maritime  Commission.  The  facts  in 
connection  with  this  opinion  are  as  follows : 

On  July  12,  1941,  Mr.  J.  A.  Honsiek,  who  was  then  Chief  of  the  Construction 
Audit  Section  of  the  Division  of  Finance  of  the  Maritime  Commission,  wrote  a 
letter  to  Oregon  Shipbuilding  Corp.,  which  contained  the  following  statement : 

“It  is  noted  that  both  the  vendor’s  invoice  and  expense  voucher  forms  have  printed 
thereon  a place  for  approval  by  United  States  Maritime  Commission  representa- 
tives and  that  the  expense  voucher  form  is  marked  for  the  approval  of  the 
resident  plant  engineer.  We  request  that  these  be  deleted  from  both  forms  when 
next  printed  as  it  is  -impossible  for  any  United  States  Maritime  Commission 
representative  to  approve  other  than  purchases,  and  then  only  as  to  necessity 
and  price.  Any  other  approval,  which  is  contingent  upon  final  action  by  the 
General  Accounting  Office  and  therefore  invalid,  only  serves  to  complicate 
matters.” 

It  is  to  be  noted  that  Mr.  Honsiek  took  ihc  position  in  this  letter  that  the 
General  Accounting  Office  and  not  the  Maritime  Commission  would  pass  finally 
on  the  items  under  the  contracts  which  would  be  reimbursable  as  costs.  This 
matter  was  of  very  great  importance  to  Oregon  Shipbuilding  Corp.  It  was  mak- 
ing expenditures  and  incurring  costs  amounting  to  millions  of  dollars.  A part 
of  these  required  prior  approval  by  the  Commission’s  representatives.  If  the 
position  taken  in  Mr.  Honsick’s  letter  was  correct,  the  approval  of  the  Commis- 
sion's representatives  was  not  final  and  the  company  would,  therefore,  be  in  a 
position  where  it  might  expend  millions  of  dollars  after  approval  by  the  repre- 
sentatives of  the  Commission  and  hi  reliance  thereon,  and  then  later  have 
these  same  costs  disallowed  by  the  Comptroller  General  as  improper.  Under  the 
circumstances,  it  was  imperative  that  the  matter  he  clarified  and,  therefore, 

Oregon  Shipbuilding  Corp.  referred  the  matter  to  its  counsel  for  an  opinion. 

Counsel  rendered  an  opinion  to  the  effect  that  it  was  the  duty  and  obligation  of 
the  Maritime  Commission  under  the  law  and  the  contracts  to  decide  what  costs 
were  reimbursable  and  what  costs  were  not  reimbursable  and  that  if  the  Com- 
mission decided  that  a cost  was  reimbursable,  such  a decision  could  not  be  re- 
versed by  the  Comptroller  General.  It  was  recognized  in  this  opinion,  however, 
that  the  Comptroller  General  has  the  right  to  audit  the  accounts  of  the  Commis- 
sion but  his  power  is  confined  to  auditing  the  Commission’s  accounts  and  does  not 
extend  to  disallowing  costs  which  the  Commission  had  previously  approved  and 
allowed  as  reimbursable. 

This  opinion  was  based  upon  a number  of  decisions  of  the  United  States 
Supreme  Court  and  the  Court  of  Claims.  At  a later  conference  between  officials 
of  Oregon  Shipbuilding  Corp.  and  Admiral  Yiclcery  and  Mr.  J.  E.  Schmeltzer,  of 
the  Maritime  Commission,  it  was  requested  that  Oregon  Shipbuilding  Corp.  sub- 
mit its  views  in  writing  and,  based  upon  the  opinion  which  had  been  rendered 
by  counsel,  a letter  on  the  subject  was  written  to  the  Commission. 

Again  it  should  be  pointed  out  that  the  company  did  not  and  has  never  taken 
the  position  that  the  General  Accounting  Office  should  not  check  the  contracts 
or  audit  the  accounts  of  the  Maritime  Commission  relating  to  the  contracts. 

The  company  only  took  the  position  that  under  the  contracts  and  the  law  it  was 
the  duty  of  the  Commission  and  not  the  General  Accounting  Office  to  determine 
what  were  and  what  were  not  reimbursable  costs  under  the  contracts. 

Attorneys  for  Oregon  Shipbuilding  Corp.  submitted  a bill  for  $697.50  for  the 
above-mentioned  opinion.  We  believe  this  was  a proper  cost  of  performing  the 
contracts  and  consequently  the  bill  was  presented  to  the  Maritime  Commission 
for  payment,  but  was  disallowed,  and  has  never  been  reimbursed. 
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Kaiser  Co.,  Ino. 

11522  Latham  Square  Building,  Oakland  12,  Calif. 

Washington  6,  D.  C.,  November  18,1946. 

Mr.  Marvin  J.  Coles, 

Counsel l.  House  Merchant  Marine  Committee , 

Old  House  Office  Building,  Washington , D.  C. 

My  Dear  Mr.  Coles  : The  stenographic  transcript  of  the  September  hearings 
shows  that,  after  Mr.  Kaiser  had  completed  his  testimony,  members  of  the  com- 
mittee expressed  some  doubt  regarding  the  accuracy  of  Mr.  Kaiser’s  statement 
that  the  Kaiser-managed  shipyards  saved  the  Government  approximately 
$250,000,000  on  the  construction  of  Liberty  ships. 

We  would  therefore  greatly  appreciate  it  if  you  could  print  this  letter,  as 
part  of  the  record  of  the  hearing,  so  that  the  committee  will  have  before  it  the 
facts  on  the  basis  of  which  Mr.  Kaiser’s  statement  was  made. 

Mr.  Kaiser’s  statement  was  based  on  information  contained  in  the  report  of 
the  Trumap  committee  on  construction  of  ships  and  shipyards  up  to  June  1, 
1944.  The  statement  was  that  the  Kaiser  yards  built  Liberty  ships  and  ship- 
yards at  considerably  less  than  the  average  cost  for  all  Liberty  shipbuilders,  and 
thereby  saved  the  Government  more  than  $250,000,000  over  what  the  same  ships 
and  shipbuilding  facilities  would  have  cost  if  they  had  been  built  at  the  average 
cost  for  all  othei  shipbuilders.  It  was  not  claimed  then,  nor  is  it  now  claimed, 
that  the  Kaiser  shipyards  produced  ships  at  a lower  cost  per  ship  than  any 
other  shipyard. 

The  figures  supporting  the  above  claim  of  savings,  based  on  the  Truman  report, 
are  as  follows : 

COST  OF  SHIPYARD  FACILITIES  PER  LIBERTY  SHIP  PRODUCED 


Total  cost  of 
Liberty  yards 
to  June  1, 
1944 

Number 
Libertys 
built  to 
June  1, 
1944 

Average  cost 
per  Liberty 
ship  of 
Liberty 
yards  to 
June  1, 1944 

$180, 076,  262. 

1, 330 

807 

$135, 396 

56,935 

40,440,000 

1 5,  606,500 

45, 946, 500 

78, 461 

63, 318, 027 

Total  sayed  Government  by  Kaiser  yards  on  Liberty 

1 Cost  of  Richmond  Yard  I purchased  from  British,  which  was  omitted  from  Truman  reports. 


AVERAGE  COST  OF  LIBERTY  SHIPS  PRODUCED,  BASED  ON  “BUILDERS’  COST” 


Other  Liberty  yards 

$1, 374, 964, 877 
631,  594, 020 

1, 330  i 
807 

$1,033,808 

782,644 

251, 164 

202,  689, 348 

Total  "saved  Government  by  Kaiser  yards  on  Libor ty 

SUMMARY 


Total  saved  on  shipyards,  based  on  Liberty  ships  produced  to  June  1,  1944.. $63, 318,02? 

Total  saved  on  costs  oi  Liberty  ships  produced  to  June  1,  1944 202, 689, 348 

Total  saved  on  Liberty  ships  and  shipyards  by  Kaiser  to  June  1,  1944. 266, 007, 375 
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1 1044  tCATrVe1'  k“ow«  that  additional  Liberty  ships  were  built  after  June 
time  the  comparative  figures  on  identical  ship'  costs  were  available  at  the 

Aftil  tr^ntl?  <3Lu?stV?“  was  made’  0n  the  cost  of  these  additional  ships 
te.1  Kaiser  had  testified  before  this  committee,  additional  cost  data  were 
! m«  it0i£!  committee  by  Mr.  Slattery,  of  the  Maritime CoSSSwtaf  going  mat 
June  1 1944  and  covering  the  entire  Liberty-ship  program.  Mr  Slatterns  figures 

data^on  the  (i°St  °f  ships  bullt  and  did  not  add  any  information  to  the 

£ata  °“faci  costs  contained  in  the  Truman  committee  reZt  Hwevw 
a1-1  faC“«es  were  lilr gel y completed  before  June  1,  1944Pjio  substantial 
Mr  Ifni?  faCllltl®?  cost  figures  is  likely.  Using  the  new  figures  introduced  bv 
- . Slatteiy  on  ship  costs,  the  above  tabulation  can  be  revised  as  follows : 

Average  cost  of  Liberty  ships  produced,  based  on  “builders’  cost” 

Total  cost  of  I Average  cost 


Other  Liberty  yards ti  sns  mi  oaa 

xmser yards $1’68?3S;09s;io 


Saving  per  Liberty  ship 
Total  saved  ($207,359X821). 


$1, 028, 306 
820,  947 

207, 359 
170,  241, 739 


Total  saved  on  shipyards  to  June  1. 1944  SUMMARY 

Total  saved  on  Liberty  ships  to  end  of  program”" ” f~3' 318’ 027 

Total  saved  on  Liberty  ships  and  shipyards  by  Kaiser ~233  559  760 

KaYser-manfgedaTO?dJebuiltaTlhertef°^  *“?  c°mmlttee  or  elsewhere,  that  the 
nr»v  ntiim.  ,rn  i . • Libel ty  ships  at  a lower  average  cost  per  ship  than 

Coy  which  nro'ducedeTeihp0ine  Sb.ipyard’  °Pei'ated  '»•>'  North  Garolina^hipbullding 

ssSSS&feSsSafSSSSs 

SHUSHES 

«assf!al  “ ■»  >>«  K&tSSScS&fSg?*; 

Sincerely  yours, 

Chad  F.  Calhoun, 

Vice  President,  Kaiser  Vo.,  Inc. 


Kaiseb  Co.,  Inc. 

1522  Latham  Square  Building,  Oakland,  Calif. 

Washington  6,  D.  C.,  November  16,  1916 

Marvin  J.  Coles,  Esq., 

0°WnRoomlU2! f nfntT*  MnT6  Ti  Series  Committee, 
tv  a M ? 228 ’ ° l It  e 0fflce  BulUm'J,  Washington,  D.  V. 

July" 17,  1945,“gne^yhT.VHJReavf^  Genial flA^  WT  th^™emoran‘lum  dated 
as  part  of  exhibit  36  in  the  printed  annemiiv  t r'1"8  wIuch  appears 

hearings  on  shipyard  profits  P The  mSonl  0 the  record  of  the  committee’s 

type  of  contract  employed  by  the  Marithne  Comm1ssinr.Wltl^th?  seloctlveT»'ieo 
amples  of  the  prices  seated  by  vwlK^artoT  ’ ^ S6Veral  °X‘ 
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• We  would  like  to  call  your  attention  to  an  error  in  this  memorandum. 

In  discussing  the  prices  selected  by  various  contractors  on  contracts  for  build- 
ing type  VC-2S-AP2  vessels,  the  memorandum  states  that  California  Shipbuilding 
Co.,  Los  Angeles,  Calif.,  selected  a price  of  $2,175,000  per  vessel,  while  Permanente 
Metals  Corp.,  Richmond,  Calif.,  selected  a price  of  $2, 550, 000  for  the  same  type 
of  vessel.  The  memorandum  then  comments  on  this  fact  as  follows; 

“Note  JCaiser  Co.,  at  Los  Angeles,  Calif.,  selected  a price  of  $2,175,000 
per  vessel  whereas  the  Kaiser  Oo.K  at  Richmond,  Calif.  (San  Francisco), 
selected  a price  of  $2,550,000  for  vessels  of  the  same  design.” 

Presumably,- the  pliruse  “Kaiser  Co.,  at  Los  Angeles,  Calif.”  refers  to  California 
Shipbuilding  Co. 

As  Mr.  Kaiser  and  Mr.  John  A.  McCone,  president  of  California  Shipbuilding 
Co.,  testified1  on  several  occasions  before  the  committee,  the  Kaiser  interests 
never  participated  actively  in  the  management  of  the,  shipyards  operated  by 
California  Sliipbuil  (ling  Co.  Those  shipyards  were  managed  throughout  the  war 
by  the  Bechtel-McOone  interests,  and  the  operating  officers  were  selected  from 
the  \Y.  A.  Bdchtel  Co.  and  the  Bechtel-McCone  Corp,  The  yard  was  not  at  any 
time  a Kaiser-managed  operation. 

The  Kaiser  interests  did  own  stock  in  California  Shipbuilding  Co.  until  April 
1945,  but  thdir  stock  holdings  never  exceeded  16.6  percent  of  the  total  stock  out- 
standing. In  April  1945  Kaiser  interests  disposed  of  their  stock  holdings  in 
California  Shipbui  Iding  Co.,  under  the  circumstances  set  forth  in  my  letter  to  you 
dated  September  19,  1946,  which  is  printed  as  exhibit  3 in  the  appendix. 

Since  the  memorandum  prepared  by  Mr.  Reavis  has  been  made  a part  of  the 
record,  we  feel  sine  that,  in  the  interests  of  accuracy,  you  will  want  to  have  this 
letter  printed  in  the  record  immediately  following  the  memorandum. 

Sincerely, 

Chad  F.  Calhoun, 

* Vice  President,  Kaiser  Co.,  Inc. 


BOOKLET  ENTITLED  “FACTS'  IN  BRIEF  ABOUT  HENRY  J.  KAISER” 

Preface 

The  Bland  committee 1 has  asked  certain  questions  of  Kaiser-managed 
companies,  in  writing,  which  have  been  answered  in  full.  On  or  after 
September  23,  1946,  Henry  J.  Kaiser  is  to-  appear  personally  before  the 
Bland  commi  fctee. 

Committee  hearings,  with  time  limitations  thereon,  do  not  always  raise 
questions  which  develop  complete  facts.  Information  contained  In  this 
booklet,  therefore,  is  being  presented  to  the  Bland  committee  as  supple- 
mentary material. 

Mr.  Kaiser  is  intent  upon  full  public  disclosure  of  prewar,  wartime,  awl 
postwar  Kaiser-managed  activities.  To  this  end,  this  brief  booklet  has 
been  prepared  to  record  the  facts  for  every  person  interested,  as  well  as 
for  the  Bland  committee. 

September.  19,  1946. 

Hon.  Schuyler  O.  Bi.ant>, 

Chairrkan,  House  Merchant  Marine  and  Fisheries  Committee, 

’Washington , D.  C. 

Dear  Judge  Biand  ; Attached  is  a document  to  be  presented  by  me  to  the  Com- 
mittee on  Merchant  Marine  and  Fisheries.  The  document,  in  summary,  establishes 
these  facts1 : 

1.  War  Production. — During  the  war  Kaiser  enterprises  produced,  in  addition 
to  many  other  products  and  services ; 


Ships  .number,  _ 

Steel  iingot — tons — 

Magnesium  ingot : - pounds — 

Incendiary  material do 

Aircraft,  parts  and  accessories worth — 

Bulk  cement  for  Pacific  war  theater  installations do 


1,  490 
1,  236,  000 
20,  595,  528 
82, 000,  000 

73. 000,  000 

15. 000.  000 


1 House  Merchant  Marine  and  Fisheries  Committee ; Scliuyler  Otis  Bland,  chairman, 

which  is  now  investigating  the  World  War  II  shipbuilding  program. 
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2.  Dollar  savings  to  the  Government. — -Compared  with  costs  of  items  produced 
by  other  companies,  Kaiser  enterprises  engaged  in  war  production  saved  the  Gov- 
ernment, according  to  accurate  available  comparisons : 


On  Liberty  ships  and  shipyards  to  June  1,  1944 $266,  007,  000 

On  magnesium  metal 7,  000,  000 

On  Incendiary  material 15, 000, 000 

On  steel 170,  469,  000 

On  bulk  cement 7,  448,  000 


Total  of  partial  savings. 


465,  924, 000 


3.  Time  saved  on  war  production. — The  speed  of  Kaiser  operations  was  of 
incalculable  value  to  the  war  effort.  In  the  building  of  819  Liberty  ships  alone, 
Kaiser  saved  more  than  one-third  the  time  required,  on  the  average,  by  other 
Liberty  shipbuilders,  Maritime  Commission  progress  reports  show  that — 


Average  days  saved  per  Liberty  ship  constructed  by  Kaiser, 

over  the  average  of  all  other  Liberty  shipbuilders 27.  26  days. 

Additional  time  it  would  have  taken  others  to  build  819  Lib- 
erty ships  on  the  same  30  shipways  operated  by  Kaiser — 2 years,  14  days. 

4.  Financing. — Kaiser  enterprises  were  never,  and  are  not  now,  financed  in 
disproportionate  amounts  by  the  Government.  All  prewar  operations  were 
financed  by  private  capital. 

Kaiser’s  prewar  volume  of  business  totaled $383,  000,  000 

Private  operating  funds  used  in  wartime  shipbuilding  alone  were,  32,  000,  000 
Most  Kaiser  war  projects  were  privately  financed.  Fontana  steel,  Permanente 
magnesium,  and  Fleetwings  aircraft  were  partially  financed  by  RFC'  loans,  on 
bankers’  terms.  For  these  three,  Kaiser  borrowed  a total  of  $152,780,000.  Two  of 
these  loans,  totaling  $29,475,000  were  fully  repaid  with  interest  6 years  ahead 
of  time.  Oil  the  one  loan  remaining,  $27,227,220  has  been  paid  and  $15,600,000 
is  now  set  aside  for  payment  when  due. 

5.  Profits. — The  combined  net  profits  of  the  corporations  operating  the  seven 
Kaiser-managed  shipyards  during  wartime  amounted  to  less  than  one-tenth  of 
1 percent  of  dollar  volume  including  materials  costs,  after  taxes  and  after  de- 
ducting losses  of  Kaiser  Co.,  Inc.,  which  built  and  operated  Fontana  to  product? 
wartime  steel  for  ships  and  shells.  Kaiser  enterprises  performed  over  $210,000,000 
of  construction  for  the  Government  without  fee  or  profit,  including  $125,000,000 
worth  of  shipyards.  Many  other  activities  were  without  fee  or  profit,  including 
7 months’  management  of  the  Brewster  Aeronautical  Corp.  for  the  Navy. 

6.  Favoritism. — Neither  Kaiser  nor  any  enterprises  with  which  he  was  asso- 
ciated were  the  objects  of  Government  favoritism.  On  the  contrary,  obstacles 
were  often  placed  in  Kaiser’s  way,  and  more  onerous  burdens  and  terms  imposed 
upon  him  than  upon  other  enterprises  with  which  his  were  comparable. 

7.  Postwar  production.- — Today  Kaiser  enterprises,  privately  financed,  are 
producing  in  quantity  a great  variety  of  products  sorely  needed  by  our  economy : 
aluminum,  automobiles,  homes,  home  appliances,  cement,  building  materials,  and 
many  other  products. 

In  summary:  great  war  production , great  savings  in  tim,e  and  dollars,  com- 
paratively small  Government  financing,  small  profits,  no  favoritism.  On  this 
record  'Kaiser  enterprises  stand  . , . and  look  forward  to  a great  future. 

Sincerely  yours. 


Henry  J.  Kaiser. 


Section  I.  War  Savings 

WAR  SAVINGS 

Question  1.  Did  Henry  J.  Kaiser’s  wartime  operations  cost  too  much? 

Answer.  In  reply,  let  these  figures  speak.  They  show  only  a part  of  what 
Kaiser-managed  operations  saved  the  U.  S.  Government  in  wartime : 
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Summary  of  partial  savings 

On  Liberty  ships!  and  shipyards  to  June  1,  1944 

On  magnesium  metal 

On  incendiary  goop 

On  steel_i 

On  bulk  cement 

Total 465,  924,  000 

These  savings  are  merely  indicative.  They  do  not  include  millions  saved  in 
other  war  construction  performed  by  Kaiser  interests  without  fee  or  profit. 
They  do  not  include  operating  deficiencies  on  child-welfare  centers  paid  for  by 
Kaiser  oulj  of  shipyard  earnings.  They  do  not  include  savings  effected  at  the 
Brewster  aircraft  plant,  or  any  losses  sustained  by  Kaiser  on  his  health  and 
welfare  programs. 

Liberty  Ship  Program1 

Average  cost  per  ship  in  12  other  Liberty  yards,  in- 
cluding cost  per  ship  of  shipyards $1, 160, 204 

Average  cost  per  ship  in  3 Kaiser  Liberty  yards,  in- 
cluding cost  per  ship  of  shipyard 839,  579 

Saved  per  ship 329,  625 


Totq.1  saved  U.  S.  Government  on  807  Liberty  ships  built  by  Saved 

Kaiser  to  June  1,  1944,  at  $329,625  per  ship $266,  007,  000 


1  Source  for  computations:  Truman  committee  reports  to  78th  Cong.,  Rept.  No.  10,  pts. 
8 and  18.  These  reports  cover  investigation  of  Liberty  ship  program  to  June  1, 1944.  (See 
sec.  II,  question  22,  for  computations.) 

MAGNESIUM  METAL 

Cost  per  ported  to  Government  for  magnesium  ingot  pro- 
duced by  Government  plants  during  war,  including  plant 

‘ investment  an  d interest,  from 70.  3 Cents  to  116. 1 

Cost  per  pound  to  Government  for  magnesium  ingot  pro- 
duced during  war  by  Kaiser’s  Permanente  plant 33.  8 

Savings  to  Government  on  ingot  produced  by  Permanente  Saved 

(total  of  20,597,528  pounds) from  $7,000,000  to  $17,000,000 

Interest  paid  to  Government  on  Permanente  magne- 
sium plant  in  vestment $3,  262, 000 

INCENDIARY  GOOP  8 

During  war,  Permanente  produced  over  82,000,000 
pounds  of  incendiary  “goop”  material,  which  it  de- 
livered to  the  Government  for $15,  000,  000 

A synthetic  product  containing  like  quantities  of  mag- 
nesium powder  made  from  ingot,  plus  chemicals  and 
oils  thoroughly  mixed  would  have  cost  the  Gov- 
ernment i at  least 8 30,  000,  000 


Savings  to  the  Government  because  of  Permanente  goop,  Saved 

at  least $15,  000,  000 


2 Permanente  originated,  developed,  and  was  the  only  plant  in  America  capable  of  produc- 
ing this  special  material,  which  contained  24,000,000  pounds  of  a miscroscopically  fine 
magnesium  dust. 

3 Based  upon  actual  quotations  received  by  Permanente  Metals  Corp. 


Saved 
$266,  007,  000 
7,  000,000 
15,  000,  000 
170,  469,  000 
' 7,  448,  000 
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2 steel  plants  were  built  in  the  West  during  the  war  to  supply 
needed  steel  for  ship  construction : 

Geneva,  Utah,  plant  (Government  owned). 

Fontana  plant  (privately  owned  by  ICaiser  interests) 

Geneva  plant  cost  U.  S.  Government $ an  ^’ooo 

Geneva  plant  sold  to  U.  S.  steel  for — 40,  000,  000 

Logs  _ . 151,210,000 

Less  : Operating  Income  (before  depreciation)  — 8, 100,  000 


Interest  lost' 


143, 101,  000 
19, 121,  000 


Total  net  U.  S.  Government  loss  on  Geneva 

facilities 1(W’  uu(> 

Geneva  produced,,  to  June  1940,  1,148,600  tons  of 
steel  ingot ; above  loss,  per  ton  of  steel  ingot,  equal 

to — 1 

Fontana  plant  cost  U.  S.  Government -----  ’ 

Fontana  produced  1,209,000  tons  of  steel  ingot  foi  war 
(prior  to  Aug.  31,  1945)  ; compared  with ‘Geneva L ^fts, 

Fontana  savings  to  Governmnt  were  ($141X1,200,000)  __  $170,409, 

i Source  : Surplus  Property  Subcommittee  Report  on  War  Plants  Disposal,  Acceptance  of 

t0°7lTln1 ^aamoftVtie’Tove  comparative  savings,  Fontana  has  paid 

owned  plants^ Wha/^akea  KMser'sScas<^nMque?s^hat°he^wa|  :^eed  to  private 


BULK  CEMENT  T 

Average  cost  per  barrel  of  sacked  cement  delivered  to 

Pacific  war  theater 10d 

Average  cost  per  barrel  of  bulk  cement  delivered  by 
Permanente  to  Pacific  war  theater 

Saved  per  barrel  of  bulk  cement ---- — Saved 

Savings  on  Permanente  bulk  cement  delivered  to  Pacific 

war  theater  (7,207,487  barrels,  at  $1.0334) $7,448,000 

i Permanente  furnished  all  the  bulk  cement  to  the  Pacific  war  theater.  In  the  above 
fieures  tremendous  savings  in  ship-hours  are  not  shown,  nor  are  the  savings  hi  man-hpur 
wMch’remitod  from  bullf  handling.  In  dollars,  the  man-hour  savings  alone  can  be  con- 
servatively estimated  at  double  the  above  flguies. 

Section  II.  Kaiser  Enterprise.  At.  War 

WAR  ASSOCIATES 

Question  1.  With  whom,  was  Kaiser  associated  and  who  ivas  associated  with 

Kaiser  in  his  wartime  projects?  rv, 

Answer  .T  F.  Shea  Oo„  Inc.,  Utah  Construction  Co.,  Walsh  Construction  Co., 
Morrison-Knudsen  Co.,  Inc.,  Pacific  Bridge  Co.,  MacDonald  & Kahn,  Inc  W A. 

Bechtel  Co.,  Bechtel-McCone  Corp.,  General  Construction  Co.,  Brown  & Root- 
Bellows,  Howard  R.  Hughes,  Todd  Shipyards  Corp.,  and  others. 

FAVORITISM  OR  DISCRIMINATION 

Question  2.  Are  critics  correct  token  they  call  Henry  J.  Kaiser  “the  coddled 

^Answer.  To  answer  that  question  fully,  the  following  questions  and  answers 
contain  some  excellent  examples  of  wartime  Government,  reaction  to  Kaiser 

PTitovTinsp  * 

Question  3.  Was  Kaiser  favored  hy  the  Government  in  the  steel  industry t 
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N°-  The®tfel  industry  did  not  deliver  enough  steel  for  Kaiser’s  ship- 
uiluirib'pi  ogrum.  Kaiser,  through  1940  and  1941,  repeatedly  urged  construction 
of  an  integrated  steel  plant  on  the  Pacific  coast  at  Government  expense  All  his 
proposals  were  denied.  Instead,  the  Government  put  $200,000,000  into  a DPC 
plant  at  Geneva,  Utah.  In  1942,  Kaiser  was  forced  to  borrow  KFC  funds  at  his 
own  risk,  and  a t 4 percent  interest  to  get  the  needed  steel  plant  built.  As  security 

ssregs  — ■ “■*  *»  «—«*  - "“« ■>'* 

SSZ  yJluZ  main“  ““  '» 

tn’wfifinTO  An'1’  P T1-1  IIa,rb°r’  Kaiser  renewed  his  proposals.  He  was  referred 
ad.viser  tQ  Jesse  Jones.  Allen  turned  down  Kaiser’s  proposals 
completely.  Later,  in  sworn  testimony  hefore  the  board  of  supervisors  in  San 
Bernardino  County,  Calif.,  Mr.  Allen  stated : 

“In  I was  retained  by  Mr.  Jesse  Jones  of  the  RFC  as  steel  consultant  to 
him,  charged  with  the  responsibility  of  negotiating  for  the  Defense  Plant  Cor- 
poration  of  all  the  steel  expansion  that  was  contemplated  in  this  country  ” 

He  further  stated  in  his  evidence : 

“Now,  iit  was  maintained  by  those  who  visited  Washington  that  the  future 
industrial  .development  of  the  Pacific  coast  made  it  essential  that  steel  from 
i aw  materials  * be  produced  on  the  Pacific  Coast.” 

Continuing  sworn  testimony,  he  said: 

“We  tten  approached  various  steel  companies  whom  we  thought  perhaps  were 
best  able;  to  carry  that  venture  out.  I think,  almost  without  exception,  those 
steel  companies  who  were  familiar  with  the  territory  and  large  enough  to  carry 
out  a larpe  program  of  this  kind  on  the  Pacific  coast,  were  very  loathe  and  un- 
willing  to  do  it. 

Allen  abided : 

■ 1,1  was  unwi  ling  to  approve  the  building  of  a blast  furnace  plant  for  using 
iron  ore  and  coals  of  this  district,  if  some  other  method  could  be  found  to  supply 
the  Pacific  coast  with  steel.” 

And  Allen  stated: 

“The  Columbia  Steel  Co.  [Editor:  Subsidiary  of  United  States  Steel]  was 
a going  organization  that  had  been  making  steel  for  years,  who  had  been  supply- 
ing many  plants  steel  plates,  and  it  was  my  judgment  it  was  wiser  to  use  the 
Government  s money  where  the  factors  were  ail  known,  than  to  venture  a hazard 
here  in  this  community.” 

The  community  Mr.  Allen  referred  to  was  San  Bernardino  County,  Oalif.  Alien 
also  stated  at  the  above  hearing : 

th,0USllt  tl  ere  was  a possibility  that  the  venture  might  be  successful,  but 
the  facts  were  not  sufficiently  clear  to  me  to  take  the  responsibility  for  gambling 
our  Government  s money,  your  money,  and  my  money,  on  that.” 

At  the  hearing  at  which  Allen  gave  the  above  testimony,  Kaiser  gave  sworn 
testimony  in  which  he  stated: 

“I  listened  to  this  for  2 hours  in  Washington,  and  his  position  [Editor:  Mr. 
Allen  s position  | definitely  was  that,  as  far  as  he  was  concerned,  he  would  not 
recommend  one  dime  of  the  United  States’  money  going  into  a defense-plant 
ownership  of  the  Government,  under  the  Information  he  had,  and  he  gave  that 
opinion  with  great  clarity  to  me.” 

Kaiser  added: 

“So  that  you  may  understand,  just  as  soon  as  I found  out  that  Mr.  Allen  would 
not  support  aiiy  Defense  Plant  money  * * * I then  cast  around  to  see  what 

could  be  done  to  have  a steel  plant.” 

Kaiser,  in  the  same  hearing,  made  this  point : 

“I  think,  I could  show  you  100,000  tons  of  steel,  in  all  the  yards,  that  I call  dead 
steel,  because  you  cannot  build  a ship  when  you  haven’t  got  the  decks  and  only 

of' steel  to  Jw”’  ^ VerSa'  In  other  words’  there  ls  no  consecv»tive  shipment 
At  this  point : 

“My  real  feeling  was  that,  if  we  could  really  get  those  odd  sizes  for  this  coast, 
we  could  keep  this  coast  in  the  shipbuilding  business  and  deliver  more  ships 
And  it  will  not  be  very  long  when  the  yards  with  which  I am  associated  on  the 
coast  anc(  I think  it  will  be  this  year — will  deliver  1,000  ships,  so  you  can  readily 
see  the  trepiendous  and  vital  interest.” 

Question  5.  Why  does  Kaiser  charge  the  Government  has  discriminated  'unfairly 
between  himself  and  United  States  Steel t 
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Answer.  Because  of  these  comparisons : 

Government-owned  Geneva  plant,  op- 
erated by  United  States  Steel  without 
risk,  was  permitted  to  install  all  needed 
equipment,  had  the  complete  cooperation 
of  all  Government  agencies. 


Geneva  plant,  Fontana’s  primary  com- 
petitor, has  now  been  sold  to  United 
States  Steel  Corp.  for  approximately 
20  cents  on  the  dollar,  the  Government 
absorbing  80  percent  of  cost  of  the  plant. 

In  tlie  sale  of  Geneva  to  United  States 
Steel  the  Government  absorbed  wartime 
fixed  charges  in  its  80-percent  write-off. 


Ivaiser  was  denied  the  right  to  install 
a blooming  mill  and  other  desired  facil- 
ities at  Fontana,  nor  was  he  permitted 
by  WPB  to  purchase  steel-plant  equip- 
ment from  certain  established  manu- 
facturers (in  particular:  Mesta,  United 
Engineering,  Allis-Glial  mors,  Westing- 
house,  General  Electric,  Alliance  Ma- 
chine Works,  and  others). 

Kaiser  payments  on  Fontana  already 
have  exceeded  20  cents  on  the  dollar,  yet 
Kaiser  remains  obligated  to  complete 
payment  at  100  cents  on  the  dollar,  plus 
several  million  dollars  in  interest. 

Kaiser  is  carrying  the  full  wartime 
burden  of  fixed  charges  on  Fontana, 
which  was  not  designed  for  peacetime 
competition. 


This  inequity  between  Geneva  and  Fontana,  if  allowed  to  continue  by  reason 
of  the  Government’s  failure  to  adjust  the  Fontana  loan,  can  destroy  Fontana’s 
otherwise  competitive  position  and  force  the  closing  of  the  plant.  If  Fontana  is 
forced  out  of  business  by  abnormal  fixed  charges : 

1.  The  Government  loses  any  further  benefits  from  Kaiser  Steel  operations. 

2.  The  West  loses  the  uninterrupted  productive  capacity  of  the  plant  and 
the  benefits  of  its  competitive  force. 

3.  Kaiser  loses  his  investment  in  Fontana,  which  is  already  proportionately 
greater  than  the  total  price  paid  by  United  States  Steel  for  Geneva. 

As  matters  now  stand,  this  is  the  “favoritism”  Kaiser  has  enjoyed  at  Fontana : 

1.  The  opportunity  to  take  private  risk  during  wartime  when  the  Govern- 
ment refused  to  take  that  risk. 

2.  The  privilege  of  paying  over  $27,000,000  to  date  on  Fontana. 

3.  The  opportunity  to  pay,  for  Fontana,  more  than  five  times  the  propor- 
tionate price  which  the  Government  accepted  from  United  States  Steel  for 
Geneva. 

Question  6.  Was  Kaiser  favored  in  the  escort-earrler  program ? 

Answer.  No.  In  1942  Kaiser  initiated  the  program  for  small  aircraft  carriers, 
mass-produced,  to  help  combat  the  submarine  menace.  Government  and  Navy 
high  command  originnlly  rejected  this  proposal.  Other  men  than  Kaiser  dis- 
cussed Kaiser’s  escort-carrier  program  with  President  Roosevelt.  As  a result, 
the  USMC  was  directed  to  produce  100  such  carriers,  and  replaced  Kaiser’s 
Vancouver  Yard  Liberty  contract  with  a carrier  contract.  But  the  Navy  still 
opposed  the  idea  of  mass-produced  small  carriers,  and  had  the  contract  cut  to 
50  carriers;  also  the  Navy  allocated  a portion  of  the  carriers  to  the  British. 
Kaiser  delivered  carriers  at  the  rate  of  one  per  week  for  1 year.  High  Navy 
officers  later  testified  to  the  decisive  effect  of  these  carriers ; the  Navy  later  re- 
scinded allocations  to  the  British.  (If,  as  has  been  rumored,  Kaiser  was  inter- 
ested solely  in  profits,  he  would  not  have  initiated  and  urged  the  escort-carrier 
program,  since  this  required  him  to  discontinue,  at  Vancouver,  the  building  of 
Liberty  ships  on  which  his  earnings  would  have  been  far  greater.) 

Question-7.  Did  Kaiser  receive  special  Government  encouragement  to  enter 
the  magnesium  business? 

Answer.  No.  Kaiser  applied  for  RFC  financing  to  build  the  Permanente 
plant  at  private  risk  in  1940,  realizing  magnesium’s  importance  in  war.  Gov- 
ernment and  military  authorities  said,  “No” ; claimed  existing  production  of 
6,000  tons  yearly  was  enough.  Months  later,  when  the  Government  finally 
allowed  a loan  to  Kaiser  for  Permanente,  it  also  began  construction  of  Govern- 
ment-owned plants  with  a capacity  of  263,000  tons  per  year.  Kaiser’s  program, 
initially  opposed  all  the  way  by  Government  officials,  resulted  in  Permanente 
magnesium  becoming  available  during  the  critical  period  when  Government 
plants  were  slow  in  getting  into  operation. 

Question  8.  Did  the  Government  favor  Kaiser  in  the  production  of  incendi- 
aries? 

Answer.  No.  Kaiser  technicians  perfected  goop  at  Kaiser  expense,  repeatedly 
calling  the  Government’s  attention  to  its  value  in  incendiaries.  Not  until  late 


Approved  For  Release  2003/10/10  : CIA-RDP64B00346R000400060002-4 


Approved  For  Release  2003/10/10  : CIA-RDP64B00346R000400060002-4 

666  SHIPYARD  PROFITS 

in  the  war  did  :he  Government  give  the  go-ahead  on  goop.  Goop-filled  bombs 
raised  havoc  in  the  last  days  of  Germany,  and  are  credited  with  being  a great 
factor  in  reducing  Japanese  resistance,  even  before  the  use  of  atomic  bombs. 

As  the  war  ended,  the  Government  was  considering  building,  at  its  own  cost, 
a second  earbot  liermic  plant  for  making  goop,  so  successful  had  this  Kaiser- 
weapon  been  proved. 

i Question  9.  Did  Kaiser  receive  special  privilege  in  the  copper,  nickel,  or  rub- 

ier industries ? 

Answer. ; No.  During  the  critical  copper  shortage  of  1943,  General  Somervell, 
on  his  owp  initiative,  asked  Kaiser  to  develop  marginal  copper  properties  in 
Arizona  and  Washington.  Somervell’s  reason : Copper  interests  were  mining 
low-grade  pres,  preserving  their  high-grade  ores,  thus  depressing  production. 
Kaiser  tackled  the  copper  problem.  Copper  interests  became  alarmed  at  his 
threat  of  competition,  and  increased  their  production  satisfactorily.  At  General 
Somervell’^  request,  Kaiser  bowed  out 

The  same  story  can  be  repeated  of  the  nickel  industry  at  a time  when  cannon 
barrel  and  aircraft  engine  production  was  restricted  by  the  nickel  industry’s 
reluctance,  to  increase  production.  And  a similar  story  can  be  told  about  pro- 
ducers of  petroleum-synthetic  rubber.  Kaiser  was  likewise  used  as  a threat 1 to 
stimulate  production  in  this  vital  industry. 

OPERATING  ON  GOVERNMENT  MONET? 

Question  10.  Have  most  of  Kaiser’s  operations  been  carried  on  with  United 
States  Government  money  f 

Answer.  -No.  This  has  been  much  misrepresented.  An  insignificant  part  has 
been  carried  on  with  United  States  Government  funds. 

Question  11.  Is  it  true  that  Kaiser  suddenly  emerged  from  nothing  to  become 
a large  individual  operator  with  the  help  of  Government  loans? 

* Answer.  No.  Before  the  war,  Kaiser  and  associates  completed  projects  total- 
ing $383,000,000.  Most  of  this  was  on  heavy  construction,  with  extensive  risk 
involved.  All  this  was  financed  100  percent  from  private  sources. 

Question!  12.  It  has  been  frequently  stated  that  Kaiser  made  millions  of  dollars 
by  using  only  $109,000  of  private  funds  during  wartime  activities.  Is  this  correct? 

Answer.  No.  As  submitted  to  the  Committee  on  the  Merchant  Marine  and 
Fisheries,  which  is  investigating  the  shipbuilding  activities  of  the  various  com- 
panies managed  by  Kaiser  organizations,  there  was  over  $32,000,000  in  private 
funds  used!  as  operating  capital  for  ship  construction  alone.  Itemized,  private 
funds  for  shipyard  operating  capital  were  as  follows : 


The  Permanentc  Metals  Corp $8,  500, 000 

Richmond  Shipbuilding  Corp 2,  360, 000 

Oregon  Shipbuilding  Corp 6, 950,  000 

Kaiser  Co.,  Inc ■ 13,  850,  000 

Kaiser  Fleetwings,  Inc 1, 000,  000 


Total 32, 660,  000 


Question;  13.  V'hat  were  the  total  dividends  received  by  companies  in  which 
Mr.  Kaiser  and  his  immediate  family  owned  over  5 percent  interest,  from  ship- 
building companies  holding  contracts  from  the  Maritime  Commission? 

Answer.  The  total  dividends,  before  corporation  or  individual 
taxes,  received  from  shipbuilding  companies  holding  contracts  with 
the  USMC,:  by  companies  in  which  Kaiser  and  his  immediate  family 

owned  over  5 percent  interest,  amounted  to $4,  936, 000 

Of  the  above  dividends  ($4,936,000)  stockholders  other  than  the 

Kaiser  family  participated  to  the  extent  of 1,  353,000 

Total __ 3,583,000 

Note. — The  above  is  in  answer  to  a written  question  asked  by  the  Bland  com- 
mittee. The  Bland  committee,  however,  asked  only  about  those  shipbuilding 
companies  (in  which  the  Kaiser  family  held  over  5 percent  interest)  which  re- 

hTlie  “threat”  to  the  rubber  industry  consisted  of  a letter  of  intent  from  Jesse  Jones’ 
Rubber  Reserve  Corporation.  On  the  basis  of  this  commitment  Kaiser  organized  for  the 
manufacture  of  rubber  at  a cost  of  thousands  of  dollars.  Billing  to  Rubber  Reserve  Corpo- 
ration for  this  amount  has  never  been  paid. 


Approved  For  Release  2003/10/10  : CIA-RDP64B00346R000400060002-4 


Approved  For  Release  2003/10/10  : CIA-RDP64B00346R000400060002-4 

SHIPYARD  PROFITS  667 


ceived  dividends.  It  did  not  ask  about  shipbuilding  companies  (in  which  the 
Kaiser  family  held  over  5 percent  interest)  which  sustained  losses.  In  this  re- 
gard, the  question  which  follows  should  be  on  the  record : ) 

Question  14.  What  losses  were  incurred  by  companies  engaged  in  shipbuilding 
operations  for  the  Maritime  Commission,  in  which  Mr.  Kaiser  and  his  immediate 
family  owned  over  5 percent  interest? 

Answer.  Kaiser  Co.,  Inc.,  wholly  owned  by  Henry  ,T.  Kaiser  Co.  (owned  by 
members  of  the  Kaiser  family),  operated  three  USMC  shipyards  and  the  Fontana 
steel  plant,  built  primarily  to  supply  plate  and  other  steel  for  ships.  Kaiser  Co., 
Inc.,  sustained  these  losses : 

Operating  losses,  all  divisions  and  before  interest  costs  (during  war 

only ) 

Plus  interest  costs  (Fontana  loan) 9, 383,  000 

Total  net  loss 18>  ^00 

(Note. — The  Kaiser  family  consists  of  Plenry  J.  Kaiser,  Mrs.  Henry  J.  Kaiser, 
Edgar  F.  Kaiser,  Henry  J.  Kaiser,  Jr.) 

Question  15.  Did,  loans  to  Raises'  represent  a major  part  of  loans  made  by 
RffOt 

Answer.  No.  Kaiser  interests  borrowed  one-half  of  1 percent  of  the  total 
RFC  loans  issued  to  YJ-day.  (This  computation  made  from  RFC  quarterly 
report  to  Congress  covering  period  from  inception  of  RFC  to  September  30,  lJ4o. ) 

Question  16.  In  the  financing  of  how  many  Kaiser  projects  did  RFC  partici- 
pate? . 

Answer.  There  were  loans  on  three  projects,  which  were  borrowed  in  the  same 
manner  as  if  borrowed  from  a bank.  Kaiser  interests  signed  promissory  notes 
agreeing  to  repay  all  money  with  interest.  They  mortgaged  their  plants  to 
RFC,  and  pledged  fees  and  earnings  from  contracts  as  security  for  repayment. 
The  three  groups  of  loans  to  Kaiser  interests  were : 

(1)  $28,475,000  to  construct  Permancnte  magnesium,  ferrosilicon,  dolo- 
mite, and  magnesia  plants.  This  was  a 10-year  loan  at  4 percent.  It  was 
repaid  in  full,  with  interest,  in  4 years. 

(2)  $1,000,000  to  expand  Kaiser  Fleetwings  war  production.  This  was 
a 10-year  loan  at  4 percent.  It  was  repaid  in  full,  with  interest,  in  less 
than  4 years. 

(3)  $123,305,000 1 to  build,  operate,  and  partially  convert  for  peacetime 
the  Kaiser  Steel  plant  at  Fontana.  Total  repaid  on  loan  to  date,  including 
interest,  $27,227,220.  Total  set  aside  from  shipyard  earnings  for  payment 
when  due,  approximately  $15,600,000. 


kaiser  contributions  to  victory 


Question  17.  What  did  Kaiser  contribute  to  the  war  as  a producer? 

Answer.  His  record-breaking  shipbuilding  program  is  best  known.  Resides 
ships,  however,  he  sent  aircraft,  aircraft  parts,  magnesium,  incendiary  material, 
artillery  shells,  iron  and  steel,  ferroalloys,  cement,  chemicals,  and  other  products 
into  the  world’s  battle. 

Question  18.  What  did  Kaiser  contribute  to  war  as  a builder? 

Answer.  He  constructed  shipyards,  air  bases,  drydoclcs,  metals  plants,  muni- 
tions plants,  war  housing,  hospitals,  and  child  welfare  centers.  Of  this  construc- 
tion over  $210,000,000  worth,  not  including  the  Fontana  steel  plant  or  the 
Permanente  magnesium  plant,  was  constructed  without  fee  or  profit.  Besides 
building  and  producing,  Kaiser  devoted  his  energies  to  experimental  research, 
design,  and  engineering  of  ships,  aircraft,  plants,  and  facilities.  Much  of  this, 
although  performed  at  the  request  of  the  Government,  was  without  financial 
compensation. 


1 This  $123,000,000  loan  was  necessary  because  additional  steel  was  needed  for  ships  and 
shells,  and  because  the  Government  would  not  allow  Kaiser  the  same  treatment  as  United 
States  Steel  Corp.,  to  whom  the  Government  furnished  $200,000,000,  without  interest,  for 
building  the  steel  plant  at  Geneva. 
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Question  19.  How  did  costs  of  Kaiser  war  enterprises  compare  generally  with 
costs  of  other  enterprises  in  the  same  fields? 

Answer.;  In  the  largest  volume  of  his  production,  Kaiser’s  costs  were  lower 
Fontana  pull  operated  at  a loss  during  its  starting  months;. Kaiser' Co.,  Inc.,  suf- 
tered  that;  loss.  (Fontana’s  costs  are  now  comparable  to  the  average  for  the 
and  RFC  consultants  have  formally  reported  that  Fontana,  with  the 
addition  of  needed  equipment,  can  become  one  of  the  lowest-cost  producers  of  all 
steel  plants.) 

shipbuilding 

Question  20.  How  did  Kaiser  become  a major  factor  in  the  emergency  ship- 
building program? 

Answer.  At  the  request  of  United  States  Maritime  Commission  officials.  An 
excel  pt  from  testimony  of  Admiral  Land  before  a congressional  committee 
lollows  l 

“He  certainly  was  one  of  the  keymen  in  Six  Companies,  and  it  took  us  2 years 
to  hook  mm.  He  came  down  to  my  office  at  least  three  times,  and  I do  not  know 
how  many  times  to  Admiral  Vickery’s  office,  before  we  could  get  them  mixed  up 
in  the  shipbuilding  business.” 

Questior)  21.  How  many  wartime  shipyards  were  Kaiser-managed,? 

Answer  Seven.  Four  at  Richmond,  Calif. ; two  at  Portland,  Oreg. ; one  at  Van- 
couver, Wash  - Total  shipways  operated:  58.  These  seven  shipyards  and  ap- 
purtenant facilities  were  constructed  for  the  Government  at  cost  without  fee 
or  profit.  [Cost  exceeded  $125,000,000. 

Question  22.  Were  Marinship  and  Calship  Kaiser  enterprises? 

Answer.  No.  Kaiser  had  no  connection  with  Marin  Shipbuilding  Corn  and 
had  no  part  in  the  management  of  California  Shipbuilding  Co.  Kaiser  com- 
panies held  a 15.76  percent  financial  interest  in  Calship  until  April  1045  when 
this  interest  was  sold  and  Kaiser  severed  all  connection  with  California  Shin- 
building  Co.  1 

Question  23.  How  did  Kaiser  shipyard  and  shipbuilding  costs  compare  with 
others? 

Answer.  From  the  Truman  committee  reports  to  the  Seventy -eighth  Congress 
comparative  figures  are  available  on  15  United  States  Maritime  Commission 
yards  built  for  Liberty-ship  construction.  Three  of  these  were  Kaiser-managed 
yards  (While  they  investigated  Liberty  ships  and  shipyard  construction  only  to 
June  1,  1944,  these  ai*e  the  only  known  official  public  reports  in  which  all  factors 
are  available  for  comparison  on  shipbuilding.)  From  the  Truman  committee 
reports,  based  on  intensive  investigation,  these  clear-cut  comparisons  follow  : 

Cost  of  shipyard  facilities  per  Liberty  ship  produced 

[To  June  1, 1944,  end  date  of  Truman  reports] 


Total  cost  of 
Liberty  yards 
to  June  1, 1944 

Number 
Libertys 
built  to 
June  1,  1944  , 

Average  cost 
per  Liberty 
ship  of  Lib- 
erty yards  to 
June  1, 1944 

Other  Liberty  yards. _ 

$180, 076,  262 
40, 440,  000 

1 5, 600,  600 

1,330 

.$135, 396 

Kaiser  Liberty  yards 

Saving  per  Liberty  ship 

45, 946,  500 

807 

56, 935 

; oi -tuQnmona  i purchased  from  British,  which  was  omitted  from  Truman  reports. 

‘-at  a/?(Jltlonal  Liberty  ships  were  built  after  the  Truman  reports,  but  no  comparative 
^h^Tru^an  report1  SlHP  C0StS  are  ava  abIe>  Therefore,  statistics  have  been  limited  to  those  contained  in 
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Average  cost  of  Liberty  ships  produced 

Total  saved  Government  by  Kaiser  yards  on  Liberty  shipyards  alone, 
to  June  1,  1944  ($78,461X807) $63,318,627 


ITo  June  1, 1944,  end  date  of  Truman  rcportsi 


Total  cost  of 
Liberty  ships 
produced  to 
June  1,  1944 

Number  of 
Liberty  ships 
produced  to 
June  1, 1944 

Average  cost 
per  Liberty 
ship  produced 
to  June  1, 1944 

Other  Liberty  yards 

$1, 374, 964,  877 
631, 594, 020 

1, 330 
807 

$1, 033, 80S 
782, 644 

Saving  per  Liberty  ship 

251, 164 

Total  saved  Government  by  Kaiser  yards  on  Liberty  ships  alone, 
to  June  1,  1944  ($251,164  x 807) $202,  689, 348 


RECAPITULATION 


Total  saved  on  shipyards  based  on  Liberty  ships  produced  to  June 

1,  1944_ 

Total  saved  on  costs  of  Liberty  ships  produced  to  June  1, II 

Total  saved  on  Liberty  ships  and  shipyards  by  Kaiser  to  June 
1,  1944 ' i 


$63,  318,  027 
202,  689,  348 


266,  007,  375 


Man-hours  on  Liberty  ships 

[As  of  June  1, 1944,  end  date  of  Truman  reports] 


Total  man- 
hours to  June 
1,1944 

Number 
Liberty 
ships  pro- 
duced 

Man-hours 
per  Liberty 
ship 

Other  Liberty  yards 

804, 461,  259‘ 
369,  160,  331 

1,330 

672,  627 
457,443 

Kaiser  Liberty  yards 

Saved  per  ship 

• ' 

Total  man-hours  saved  by  Kaiser  yards  (215,084  X 807) 173,572,  788 


This  equals  the  time  that  would  be  worked  by  69,540  men,  48  hours  per  week 
for  the  period  of  one  year  (52  weeks).  ’ 


Average  number  of  Uberty  ships  produced  per  month  on  each  shipbuilding  way 1 


[To  June  1,  1944,  end  date  of  Truman  reports] 


TotG  I 
number 
Liberty 
ships  to 
June  1, 
1944 

Number 
Liberty 
ships  pro- 
duced per 
month  on 
each  ship- 
building 
way 

Kaiser  Liberty  yards...  . 

807 

1,330 

0.981 

.562 

Other  Liborty  yards 

Liberty  ships  produced  per  month  on  Kaiser  ways  over  average  all  others 

.419 

r 

1 Actual  keel  laying,  launching  and  delivery  dates  obtained,  from  USMC  progress  reports. 


9S486— 46 43 
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Question  24,  What  was  the  average  construction  time  on  Liberty  ships? 

Answer. ; 1,889  Liberty  ships  built  by  non-Kaiser  yards  on  103  shipways  re- 
quired an  average  of  '[0.43  days,  from  keel-laying  to  delivery,3  819  Liberty'  ships 
built  on  tl)e  30  shipways  operated  by  Kaiser-managed  yards  required  an  average 
of  43.17  days,  from  keel-laying  to  delivery,  or  an  average  saving  per  ship  of  27.20 
days.2 

Question  25.  ITow  much  longer  would  it  have  taken  other  shipyards  to  build 
819  Liberty  ships  on  the  same  SO  shipways  operated  by  Kaiser  organization? 

Answer.  Two  years  and  14  days  longer.  (819  ships  at  27.26  additional  days  on 
80  shipways  equal  744  days.) 

Question  26.  How  many  and,  wliat  type  ships  dul  Kaiser  yards  build  for  war? 

Answer, ; British  cargo  vessels  (built  under  contract  with  British  Govern- 
ment) 30. 


EC2-S-C1  (Liberty  cargo)  vessels 821 

VC2-srAP3  ( Victory  cargo ) vessels 109 

VC2-S-AP2  (Victory  cargo)  vessels 110 

VC2-S-AP5  (troop  transport)  vessels 87 

C4-S-AS  (troop  transport)  vessels.! 15 

S4-M2-K2  (LST)  landing  ship  tank  vessels 45 

S2-S2-AQ1  frigates 12 

C1-M-AV1  [coastal  cargo)  vessels 24 

S4-S2-BB3  (aircraft  carriers) 50 

T2-SE-A1  tankers 147 

C4-S-A1  troop  transports 30 

C4-S-A4  cai'go  vessels 10 


Total 1,  490 


(1,460  ships  built  under  the  USMC  program.) 

Kaiser  yards  produced  27.06  percent  of  total  deadweight  tonnage  in  USMC 
program,  1941  through  1945. 

Kaiser  yards  produced  25.73  percent  of  number  of  ships  in  USMC  program, 
1941  through  1945. 

In  addition  to  the  1,490  ships  actually  built  and  delivered,  Kaiser  shipyards 
have  completed  the  outfitting  of  6 naval  auxiliary  tankers  which  were  launched 
by  Marin  Shipbuilding  Corp.,  and  5 Victory  transport  vessels  launched  by  Cal- 
ifornia Shipbuilding  Corp. 

There  (ife  three  combination  passenger  and  cargo  vessels  now  under  construc- 
tion by  Oregon  Shipbuilding  Corp.  for  Alcoa  Steamship  Co.  These  three  vessels 
are  not  included  in  the  above  totals. 

Question  27.  What  ica,s  total  dollar  volume  of  Kaiser  ship  construction? 

Answer.;  As  o’  May  31,  1946,  total  dollar  volume  of  contracts  with  the  United 
States  Maritime  Commission  was  $4,019,256,000.  Of  this  amount,  62.3  percent 
was  completed  on  a cost-plus-fixed-fee  basis ; 37.7  percent  was  completed  on 
a fixed-price  basis  under  which  Kaiser  yards  assumed  as  large  a measure  of 
risk  as  is  presen  t in  peacetime  competitive  contracts.  < 

Question  28.  Did  Kaiser  originate  the  frigate-building  program? 

Answer,  No.  But  Kaiser  cargo  engineers  designed  the'S2-S2-AQl  frigates 
and  Kaispr’s  Richmond  Yard  4 acted  as  “lead  yard”  in  their  construction.  In 
addition,  purchasing  and  expediting  delivery  of  materials  for  the  entire  program 
in  all  yards  was  done  by  Kaiser  without  fee.  One  Kaiser  yard  and  eight  non- 
Kaiser  yards  participated ; 96  frigates  were  built  in  1943-44,  Richmond  Yard 
4 built  12, 

Question  29.  Why  were  frigates  important  to  the  war  effort? 

Answer,  As  escorts  for  convoys,  they  relieved  destroyers  for  battle  duty. 

Question  30.  Did,  Kaiser  yards  conduct  battle-damage  repair  during  wartime? 

Answer.  Yes.  . Yard  3 at  Richmond,  Calif.,  and  Swan  Island  Yard  at  Port- 
land not  only  did  a substantial  amount  of  battle  damage  repair  but  also  pio- 
neered a [ new  type  of  ship-repair  contract  which  increased  the  incentive  to 
reduce  co;sts  ar.d  resulted  in  a substantially  lower  fee  to  the  contractor  than 
the  standard  “master  repair  contract.” 

•Computed  from  USMC  progress  reports  of  vessels  completed. 
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Question  31.  What  i ms  the  combined  net  profits  of  the  corporations  operating 

^Answer.  Less  than  one- tenth  of  1 percent  of  dollar  volume  including  ma- 
terial costs,  after  taxes,  and  after  deducting  loss  of  the  Kaiser  Co.,  Inc.,  which 
built  and  operated  Fontana.  All  fees  from  five  of  the  seven  Kaiser -inanaged 
yards  were  pledged  100  percent  to  the  United  States  Government  through  Re- 
construction Finance  Corporation  as  follows : 

Yard  3,  Richmond : On  Fontana  loan. 

Swan  Island  Yard,  Portland:  On  Fontana  loan. 

Vancouver  Yard,  Vancouver : On  Fontana  loan. 

Yard  1,  Richmond : On  Permanento  Magnesium  Plant  loan, 

Yard  2,  Richmond:  On  Permanente  magnesium  Plant  loan. 

Question  32.  Under  cost-plus-fiosed-fec  con.tra.cts,  teas  the  contractor  obliged 
to  keep  cost/ at  a minimum? 

Answer.  Yes.  Under  this  type  of  contract,  the  Government  disallows  any 
costs  considered  excessive  or  nonessential.  Any  disallowed  expenditure  auto- 
matically  constitutes  a loss  to  the  contractors.  In  addition,  fees  are  reduced 
if  man-hour  costs  and  delivery  times  exceed  certain  limitations. 

Question  33  Did  the 'Government  maintain  a.  check  on  shipyard  operations  r 
Answer  Hundreds  of  USMC  auditors  and  inspectors  were  maintained  at  all 
yards  at  all  times  checking  all  expenditures,  accounting,  and  operations. 

Question  34.  It  has  been  said  that  Eenry  J.  Kaiser  preferred  operating  on 

a cost-plus  basis.  Is  this  truet  a 

Answer  In  reply,  there  follows  Kaiser’s  letter  to  the  President  of  the  United 
States,  dated  March  IT,  1944.  It  was  Kaiser’s  belief  that  the  competitive  force 
resulting  from  fixed-price  contracts  would  make  management  less  apt  to  hoard 
and  waste  labor.  In  this  regard,  Kaiser  also  appealed  to  Donald  Nelson 
and  O.  E.  Wilson  of  the  War  Production  Board,  and  to  War  Manpower  Ad- 
ministrator Paul  McNutt.  „ .... 

Mabch  17,  1944. 

The  Honorable  Franklin  D.  Roosevelt, 

President  of  the  United  States, 

The  White  House,  Washington,  D.  O. 

My  Dear  Me.  President:  I hesitate  to  encroach  upon  your  time,  but  the  im- 
portance of  getting  young  industrial  workers  into  the  army  without  reducing  war 
production  prompts  me  in  requesting  a discussion  of  it  with  you.  It  is  only 
because  I believe  a solution  to  the  problem  is  possible  that  I wish  to  bring  it  to 
your  attention. 

The  solution  very  briefly  stated  is  this : 

The  Government  procurement  agencies  return  to  the  practice  of  competitive 
bids  and  eliminate  cost-plus  fixed-fee  and  negotiated  price  contracts. 

This  will  result  in — 

(a)  More  efficient  management  in  order  to  meet  competition. 

(b)  Less  man-hours  per  product  and  the  elimination  of  present  hoarding 
of  labor  with  resulting  liberation  of  many  workers. 

( c)  Sustained  war  production  from  fewer  men. 

(d)  Provide  young  men  for  the  army  from  these  liberated  workers. 

I may  be  reached  through  Mr.  Calhoun  in  our  Washington  office,  District  3718. 

Yours  respectfully,  „ , ^ 

Henry  J.  Kaiser. 

magnesium 

Question  35.  What  did  Kaiser’s  magnesium-  plant  produce t , 

Answer  20,597,528  pounds  of  magnesium  ingot  during  a critical  war  period 
when  it  was  most  urgently  needed.  82,000,000  pounds  of  “goop”  incendiary 
material.  Magnesium  castings  and  other  products.  , . 

Question  30.  Did  the  Permanente  magnesium  plant  result  in  a net  loss  to  the 

Answer.  No.  The  RFC  loan  was  paid  in  full  November  1945.  Subsidies 
paid  on  Permanente  magnesium  ingot,  over  ceiling  price,  amounted  to  a total 
of  82,735,361.  Against  this  Permanente  paid  to  the  Government  $3,262,761  in 

interest  on  its  loan.  , , ^ _ . 

Question  37.  IIow  did  costs  of  magnesium  metal  produced  by  Permanente  com- , 

pare  with  costs  of  magnesium  produced  by  Government  plants? 
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’.  The  Government  invested  $370,000,000  (exclusive  of  interest)  in  DPC 
ent-owned  plants.  Including  these  facilities’  costs  plus  interest,  Gov- 
production  compared  with  Permanente  production  as  follows : 

Permanente 

plant 

Government  plants 

Per  pound  magnesii  im  ingot 

33.8  cents 
$6, 961, 964 

From  70.3  cents  to  $1,181. 

From  $14,480,062  to  $23,913,730. 

Per  20,897,528  pounds  ingot  (Permanente’s  production) . 

Net  sayings  on  Permanente  ingot : From  $7,518,098  to  $16,951,766. 

Question  38.  What  was  “ Permanente  Goop”  f 

Answer.  “Goop”  was  the  secret  magnesium  dust  material  used  in'  the  highest- 
type  incendiary  bombs 'developed.  In  any  other  United  States  magnesium  plant, 
producing  the  same  material  would  have  been  prohibitive  in  cost,  if  not  impos- 
sible, but;  Permanente  furnished  it  for  an  average  of  18.3  cents  per  pound.  The 
Chemical,  Warfare  Service,  in  1944,  insisted  that  Permanente  abandon  all  other 
production  in  favor  of  producing  goop.  Permanente  produced  82,000,000  pounds 
of  this  material,  for  bombs  which  were  used  against  Germany  and  to  burn  out 
the  heart;  of  Japan.  Capt.  G.  E.  Dawson,  Chemical  Warfare  Service,  United 
States  Army,  publicly  declared  on  August  29,  1945 : “The  goop  bomb  was  really 
the  fourth  and  highest  step  in  the  development  of  incendiaries  for  the  Army  and 
Navy  Air  Forces.  To  shorten  up  a long  story,  the  goop  bomb  and  other  incendi- 
aries did  so  well  against  the  industrial  strongholds  of  Japan  that  nearly  160  square 
miles  of  ipdusti  ial  areas  were  bombed  out.  You  [he  referred  to  Kaiser  workers] 
helped  immensely  to  shorten  the  war  and  save  thousands  of  American  lives.” 

Question  39.  Were  Kaiser  magnesium  interests  confined  to  the  Permanente  plant? 

Answer.  No.  In  addition  to  the  private  operation  at  Permanente,  the  Perma- 
nente Metals  Corp.  constructed  and  operated  the  Government-owned  DPC  plant 
at  Manteca,  Calif.  This  plant,  costing  $6,224,000,  was  built  for  the  Government 
on  a nonprofit  basis  without  a fee.  Magnesium  was  produced  3 months  after 
award  of  the  construction  contract.  In  2 years  of  operation  it  produced  over 
.24,500,000  pounds  and  reached  production  15  percent  in  excess  of  its  rated  capac- 
ity. Manteca  employed  the  ferrosilicon  process,  as  distinguished  from  the  earbo- 
thermie  process  used  at  the  Permanente  plant.  When  the  emergency  need  for 
magnesium  was  past,  Manteca  and  other  Government  magnesium  plants  were 
closed  by  the  Defense  Plant  Corporation. 

AIRCRAFT 

Question  40.  What  were  Kaiser's  wartime  activities  in  connection  with  aircraft? 

Answer,  (1)  In  1943  purchased  with  private  capital  Fleetwings  plant  at  Bristol, 
Pa.,  from  private  interests.  In  addition  borrowed  $1,000,000  from  RFC  at  4 per- 
cent, for  purpose  of  expanding  war  production.  Paid  off  loan  in  full,  with 
interest.  , 

(2)  Reorganized  management,  labor,  and  industrial  relations  of  Brewster  Aero- 
nautical Cjorp. 

(3)  Struggled  to  get  aircraft  industry  and  Government  to  cooperate  on  building 
fleet  of  giant  cargo  planes.  When  his  efforts  resulted  'only  in  a contract  for 
building  experimental  planes,  shared  by  Howard  Hughes,  he  shortly  withdrew. 
He  left  the  experimental  project  to  Hughes  with  the  understanding  of  both!  the 
Government  and  Hughes  that  Kaiser  interests  would  undertake  quantity  produc- 
tion of  thqse  pla  nes  If  the  Government  required. 

Question  41.  What  did  Fleetwings  manufacture ? 

Answer.;  Wing  and  control  parts,  surfaces,  and  small  parts  for  Corsairs,  Avengers, 
Flying  Fortresses,  Havocs,  Sea  Wolf,  and  Hughes  F-ll,  Made  hydraulic  valves. 
Made  various  aircraft,  including  still  confidential  dive-bomber,  experimental 
helicopter,^  several  experimental  planes,  a secret  radio-controlled  flying  bomb. 
Made  fuel  ,and  o .1  tanks,  half-pontoons,  pylons  for  helicopters,  etc.  Dollar  volume 
of  Fleetwipg’s  war  business  : $73,000,000. 

Questiop  42.  What  was  Kaiser’s  interest  in  Brewster  Corp.? 

Answer.  No  financial  interest.  After  seven' managers  had  resigned,  he  took 
over  as  board  chairman  of  Brewster  at  the  urgent  request  of  the  Navy,  managed 
Brewster  7 months,  left  with  production  exceeding  Navy  quotas.  His  time,  that 
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of  his  son,  and  considerable  expense  Incurred,  were  entirely  donated,  because 
Brewster  was  in  a production  snarl  and  the  Navy  needed  Corsair  fighters. 

During  Kaiser  management  of  Brewster : 

Employees  reduced : From  approximately  22,000  to  approximately  11,5U0. 
Corsair  production  increased : From  token  hand-made  production  to  120  per 

month.  

Bank  loan  reduced : From  $50,000,000  to  $2o;000,000.  AAn 

Executive  and  administrative  pay  roll  reduced  by  approximately  $2,750,000 
per  year. 


Question  43.  What  was  Permanente  Cement’s  part  in  the  war! 

Answer.  Permanente  took  the  initiative  in  1940-41  to  build  up  its  production, 
shipping  and  distribution  facilities  in  the  United  States  and  Honolulu,  to  provide 
for  Pacific  supply.  All  this  was  done  with  private  capital.  Use  of  bulk  cement 
was  then  opposed  by  the  Navy,  which  was  induced  to  use  bulk  cement  only  when 
Permanente  contracted  to  guarantee  quality  of  cement  as  delivered  at  construc- 
tion site  When  Pearl  Harbor  was  attacked,  65,000  barrels  of  cement  were  avail- 
able in  the  Pacific  area.  Most  of  this  was  in  Permanente’s  privately  owned  storage 
facilities  in  Honolulu.  That  amount  helped  put  Honolulu  airfields  back  into 
action  fast,  but  it  was  a drop  in  the  bucket  to  what  became  needed.  In  1942  the 
Kaiser-directed  company  was  given  the  contract  to  supply  all  bulk  cement  tor 
Pacific  airfields,  fortifications,  and  other  wartime  installations.  Before  receiving 
the  contract  and  after,  here  is  how  it  met  the  Pacific  challenge  : 

(1)  Using  private  capital,  bought  and  refitted  two  steamships  as  bulk 

carriers.  _ , , ., 

(2)  Using  private  capital,  expanded  original  Permanente  plant  capacity 
from  7,000  to  14,000  barrels  per  day.  (Most  of  this  was  accomplished  prior 

to  Pearl  Harbor.  ' ’ ' ' ^ ^ 

(3)  Using  private  capital,  installed  docks  and  fast  bulk  cement  handling 

plants  (prior  to  and  after  Pearl  Harbor). 

(4)  Led  many  convoys  with  privately  owned  ships,  never  missed  a 
convoy,  delivered  average  5,000  barrells  daily  from  Honolulu  during  critical 
1942-43  war  period,  exceeded  rated  plant  capacity  in  1942.  In  addition  to 
Pacific  export,  Permanente  had  large  commitments  within  the  United  States, 
including  the  contract  to  supply  all  cement  for  Shasta  Dam.  , 

Question  44.  How  was  the  Shasta  Dam  cement  contract  awarded! 

Answer  By  competitive  bidding.  Six  other  companies  combined  to  submit  a 
joint  figure  on  5,800,000  barrels.  Kaiser’s  Permanente  Cement  Co.  was  the  only 
other  bidder  on  this  amount. 


Per 

barrel 

Total  bid  1 

$1.19 

$6, 902, 000.  00 

Beaver,  Calaveras,  Monolith,  Santa  Cruz,  raciflc,  Yosemlte  joint  bid.. 

1.482 

8, 595, 866.  80 

» Californta-Portland  and  Riversldo-Fortland  also  submitted  bids,  but  on  the  basis  of  smaller  quantities . 


On  the  Shasta  Dam  contract,  Kaiser  saved  the  United  States  Bureau  of  Recla- 
mation the  difference  between  hi?  and  the  next  closest  bid,  or  $1,093,866.80. 

Question  45.  Was  the  Permanente  Cement  plant  Government  subsidized! 

Answer.  No.  The  original  plant,  designed  and  built  by  Kaiser  engineers  in 
1939,  was  a privately  financed  venture.  The  RFC  approved  this  project  for  a 
loan,  but  Kaiser  chose  to  and  did  finance  it  privately.  No  Government  financing 
was  used.  Later  war  expansion  was  likewise  privately  financed.  All  cement 
was  made  at  private  risk,  delivered  under  contract,  delivered  on  time. 

Question  46.  What  ivas  the  approximate  dollar  volume  of  Permanente  bulk 
.cement . delivered  to  the  Pacific  during  wartime  f 

Answer.  Dollar  volume  of  sales  to  Pacific  exceeded  $15,000,000. 

Question  47.  Mow  much  did  Kaiser  save  the  Government  by  the  use  of  bulk 
facilities  for  Pacific  wartime  operations?  ■ ■ 

1 1 Total  produced  in  over  1 year  : 8. 
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Answer.  $7,448,217  in  actual  savings  in  price  over  sacked  cement.  . This  does 
not  take  into  account  the  savings  which  bulk  operations  accomplished  in  ship- 
• hours,  which  were  huge  ; nor  does  it  take  into  account  the  man-hours  necessary  ' 
for  handling  sacked  cement.  The  dollar  value  of  the  precious  man-hours  saved 
by  this  operation  can  be  estimated,  at  a minimum,  as  double  that  of  the  savings 
in  actual  price  of  the  product. 

‘ IRON  AND  STfiET. 

Question  48.  Why  was  Kaiser’s  Fontana  steel  mill  'built? 

Answer.  Steal-producing  corporations  did  not  supply  sufficient  steel  on  time 
for  wartime  shipbuilding,  especially  for  west-coast  shipyards.  Kaiser  built 
the  Fontpna  plant  to,  meet  that  need.  For  doing  so,  the  Kaiser  Co.,  Inc.,  shows 
a loss  of  ,$18,000,000. 

Question  43.  Was  Kp,fsef  offered  a Government-owned  steel  plant  on  the  same 
basis  as  United  States  Steel  Corporation? 

Answe^-.  No.  Kaiser  repeatedly  urged  Government  agencies  to  authorize  him 
to  construct,  at.  Government  expense,  a Government-owned  plant  on  the  west 
coast  to  provide  sorely  needed  st^eel  for 'ships!'  Kaiser  was  flatly  refused.  But 
the  Uef^nse  Plant.  Corporation ^ did  authorize  construction  of  the  $200,000,000 
Geneva, ; Utah,  plant  byAhe  United  .States  Steel' Corp.,  at  Government  expense. 
United  States  Steel  built  .and  operated  Geneva,  during  wartime,  assuming  no 
flnandalj  risk.  Later  United.  .States  Steel  bought  Geneva  from  the  Government 
for  $40,000,000,  or  approximately  20  cents  on  the  dollar.  On  Fontana,  built  by 
Kaiser  ajt  private  risk,  Kaiser  is  paying  off  a' 100  cents  on  the  dollar,  plus  inter- 
est, uple$s  and  until  some  adjustment  is  made  on  the  loan. 

. Question  §0.  What  did  Kaiser’s  Fontana  plant  produce  for  wart 

Answer.  1,200,000  tons  of  steel  ingot,  from  which  Fontana  made : 547,000  tons 
of  plate,  135,000  tons  of  shapes,  04,000  tons  of  shell  steel,  17,000  tons  of  bars. 

Question  51.  Where  was  Kaiser  sfeel  used? 

Answer-  -Ship  steel  for  230, ships  ; shell  steel,  for  155-millimeter,  90-millimeter, 
and  8-inch  shelly 155, 000  tons,  ingot  to  England  during  crucial  period  in  1943  ; 
remainder  to  various  war  uses,  including  ttm  filling  of  critical  shortages  of  sizes 
needed  fpr  ships  ip  various  shipyards.  ’ ’ 

Question  52.  Bow  did  Fontana,  operations  compare  to  Geneva  operations? 

Answer.  Thus: 

I - o ...  ... 


1 Taken  fijom  Surplus  Proporty  Subcommittee  Report  on  War  Plant  Disposal.  War  Production  Board 
report  o(  .Tyne  14,  1945,  when  the  plant  was  95  porcent  complete,  showed  cost  ot  $202,493,208.  Also  the 
Surplus  Property  Board  report  to  Congress  of  October  1945  showed  a total  cost  of  $202,493,208. 

!To  June.1946. 


WAR  HOUSING  AND  TRANSPORTATION 

Question  53.  Did,  Kaiser  build  war  housing  and  transportation? 

Answer.  Yes.  In  connection  with  the  shipyards,  the  Kaiser  organization  built 
housing  projects  in  the  amount  of  $33,818,000  and  transportation  facilities  costing 
$2,817,000.  T1  lese  were  built  under  United  States  Maritime  Commission  contracts 
without  .fee.  The  Kaiser  organization  also  built  housing  projects  costing 
$36,269,000  for  FPHA.  This  work  was  also  done  without  fee.  These  housing 
projects  were  located  In  the  Richmond,  Calif.,  Portland,  Oreg.,  and  Vancouver, 
Wash,,  areas.  They  Included  recreational  facilities,  child-welfare  centers,  and 
neebssary  civic  buildings.  The  total  of  housing  and  transportation  facilities  built 
at  cost,  a.nd  wl  thout  fee,  amounted  to  $72,904,000. 


63486 — 415 44 


Geneva  (78  percent  greater  capacity) 
September  1941.  • 

United  States  Steel  (Government  risk). 

$191,210,000.1 

April  1944. 

1,148,600  tons.2 


Authorizedr March  1942 

Built  and  operated  by Kaiser  (private  risk) . . 

Total  plant; and  equipment  cost $96,250,000 

Plate  mill  t>egan  production August  1 943_ 

Total  tons  ^ of  steel  ingot  produced  for  1,209,000  tons 

war  effort. 
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Question  54.  How  did  Kaiser  become  identified  with  health  programs? 

Answer.  Kaiser  had  been  interested  in  problems  of  health  and  industrial  acci- 
ww  f,ir  many  yeai;s-  °n  his  heavy-construction  operations,  which  were  often  in 
learned  the  importance  of  efficient  medical  facilities  in  the 
fielffi  At  Giand  Coulee  he  became  acquainted  with  Dr.  Sidney  Garfield,  who  was 

facilitle?  011  this  Dr-  Garfield  was  made  medTcal 

diiectoi  of  the  Kaiser  companies,  organizing  their  medical  services. 

Question  55.  What  is  the  Permanente  Foundation  and  when  was  It  formed? 
Answer.  It  is  a nonprofit  charitable  trust  established  in  1942  by  Mr.  and  Mrs 
n n°  UP  modern  hospitalization  facilities  in  which  to  conduct 
medical  Research  and  medical  care. 

Question  56.  Why  w the  Permanente  Foundation  formed  at  that  time? 
Answer.  To  provide  adequate  and  economical  medical  care  for  emplovees  of 
Kaiser  shipyards  and  their  families  in  the  Oakland-Richmond  area  The  tre- 
ftSS.WlK  0f  War  WOrker9  t0  this  area  had  badJy  overtaxed  local  medical 

?n^n°n4^5OW  W6^  Pet’m,nente  Foundation  hospitals  financed  and  built? 
rnwpri  T”?  than  $600’000  of  private  funds  as  follows : $375,000  bor- 

}°  bliy  a^d  e?ulp  an  idle  0akland  hospital ; $200,000  borrowed 
t0  buljd  a n®w  hospital  wing,  which  became  necessary  8 months  later 
above  loans  have  been  repaid  in  full,  with  interest)  ; $40,000  invested 
in  equipment  and  facilities  out  of  operating  revenue. 

Works  Administration  developed  field-hospital  facilities 
at  Richmond,  which  the  Permanente  Foundation  undertook  to  operate  on  a rental 

hnmfSfn'  Ilf l4w?liently’  durlng  lt>44>  additions  were  made  to  the  Oakland 
hospital  by  the  FWA  on  a rental-purchase  agreement 

mm¥mM,d5tidJer6  °PemH°nS  0f  the  0aklm*  and  Richmond- hospitals  Govern - 
Answer.  No.  .They  have  always  operated  entirely  on  private  funds  Such 
their1  prepaid  thr°Ugh  Stl'°ng  SUpP°rt  °f  ^embcrsliip  in 

Question  59.  What  did  the  prepaid  health  program  cost  members? 

Answer,  Fifty  cents  per  week,  for  which  they  were  guaranteed  complete  medi- 
OuesHnufin°wltallZatl0n  for  virtually  all  nonindustrial  illness  and  accident. 
andZoUH:.nt?  ® memher  financially  protected  against  industrial  illness 

Answer.  By  insurance  carried  by  Kaiser  shipyards  in  accordance  with  State 
compensation  laws  The  Oakland-Richmond  hospitals  treated  praSly  all 
carriers^85  am0ng  KaIser  shward  employees,  on  contract  with  the  insurance 

Question  61.  How  large  was  membership  in  the  prepaid  health  program  f 
Answer.  Average  membership  during  1943-44  was  65,000. 

mondprogram?tOW  jnecUcal  scrvice  was  Performed  by  the  Oakland-  Rich- 
Answer.  In  1943-44  alone : 

Major  and  minor  operations  performed- _ S rirtO 

First-aid  treatments  inside  shipyards " « ii,?'Xnn 

Out-patient  visits ’ ina' 

Patient-days  in  hospital  _ Too 

House  calls ::::::::::::::: :::::::::::  $$ 

Question  63.  How  is  income  from  the  health  program  used? 

Answer,  1.  To  pay  for  and  improve  facilities. 

2.  To  pay  for  free  treatment  of  charity  patients.1 

3.  To  pay  for  medical  research.1 

4.  To  pay  salaries  of  doctors,  nurses,  and  staff,  and  other  ordinary  liosnitnl 
operating  expenses.  (The  board  of  trustees,  including  Mr.  Kaiser  have  never 
drawn  compensation  for  their  services.) 

Question  64 - When  was  the  Northern  Permanente  Foundation  formed * 

Answer.  In  1942,  in  Vancouver,  Wash.  ‘ 

Question  65.  How  does  it  operate? 

the  foundation  expended  $40,000  in  1944  alone.  Research  has  been  nrndnfui  va 
advanoes  in  medical  techniques,  as  for  example  in  the  new  method  of  ideer  treat 
ment  at  the  foundation,  which  was  recently  announced.  “ 01  ulcer  treat‘ 
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Answer.  In  a similar  fashion  to  the  Oaklaiid  health  plan.  It  had  about  one- 
third  as  mapy  war  workers  to  care  for  as  the  Permanente  Foundation  in  Oakland. 

Question  66.  Did  Northern  Permanente  Foundation  receive  Government  funds 
during  the  war? 

Answer.  Yes.  $220,000  was  granted  outright  by  the  Federal  Works  Adminis- 
tration in  i^ts  Lanham  fund  program  of  fostering  schools  and  hospitals  where 
needed.  Ilpweve  ■,  approximately  $800,000  of  private  funds  were  used. 

Question  67.  When  teas  Southern  Permanente  Hospital  built? 

Answer.  The  Southern  Permanente  Hospital  was  built  on  the  grounds  of  the 
Fontana  st^el  mill  during  wartime,  to  care  for  Fontana  workers  with  a health 
program  similar  to  that  in  Oakland.  It  was  a much  smaller  project,  however, 
since  it  wa^  designed  to  handle  3,500  employees  and  their  families  at  Fontana, 
while  Permanente  Foundation  in  Oakland  handled  medical  care  for  about  90,000 
shipyard  workers. 

Question  68.  Did  the  Government  finance  Southern  Permanente  Hospital? 
Answer.  All  operations  of  the  hospital  and  health  program  were  financed  with 
private  funds.  Buildings  and  equipment  costing  approximately  $200,000  were 
paid  for  out  of  the  total  RFC  loans  on  the  Fontana  steel  plant.  Buildings  and 
equipment  are  owned  by  Kaiser  Co.,  Inc.,  from  which  they  are  leased  by  the 
physician  operati  ug  the  health  program. 

WELFARE 

Question  69.  Where  did  Kaiser  establish  child-service  centers? 

Answer.  jAt  Portland,  Oreg.,  where  he  established  two  such  centers  near  Kaiser 
shipyards. 

Question  70.  Hoiv  did  they  operate? 

Answer.  With  a staff  of  100  specially  trained  teachers,  10  registered  nurses,  a 
medical  consultant,  and  5 child  nutritionists.  Buildings  were  specially  designed, 
hot  meals,  haps,  and  play  specially  supervised.  They  were  open  to  children  18 
months  to  6 years  old.  Attendance  at  each  center  averaged  275  daily  in  1944. 
Question  71.  What-  did  this  service  cost  parents? 

Answer,  $5  per  week  for  one  child ; $3.75  per  week  each  for  additional  children. 
Question  72.  What  did  these  centers  cost  Kaiser? 

Answer.  An  operating  deficit  of  $643,000  was  paid  by  Kaiser  out  of  shipyard 
-earnings. 

Question  73.  Of  what  value  were  these  child  centers  to  the  war  effort? 

Answer.  Aside  from  their ' inestimable  value  to  children  receiving  care,  they 
saved  an  estimated  total  of  2,150,000  child-care  hours.  If  translated  into  man- 
hours,  this  was  enough  to  build  6.5  Liberty  ships  in  Kaiser  shipyards. 

Section  III.  Kaiser  Postwar  Activities 

VOLUME  PRODUCTION  FOB  PEACE 

■ Question1 1.  What  has  Kaiser  accomplished  since  VJ-day? 

Answer  1.  Production  of  (a)  rock  products,  (b)  aircraft,  (c)  ships,  (d)  hous- 
ing, (e)  automobiles,  (f)  iron,  steel,  and  byproducts,  Iff)  cement,  (A)  refractories, 

(i)  gypsum,  (/)  aluminum,  ( k ) magnesium  products,  ( l ) numerous  other  allied 
products  and  byproducts. 

2.  Ship  repair. 

3.  Operation  of  health  plans,  hospitals. 

4.  Experimental  research,  design,  and  engineering. 

5.  Engineering  surveys. 

Today  Henry  J.  Kaiser  is  busy  with  28  enterprises,  ranging  from  autos  to 
aluminum,  cement  to  chemicals,  ships  to  steel,  hospitals  to  housing.  Today 
Kaiser-directed  Interests  operate  more  than  50  plants,  grouped  in  5 major  regional 
centers,  and  producing  130  different  products  for  the  market. 

ALUMINUM 

Question  2.  When  did  Kaiser  enter  the  aluminum  business? 

Answer  1 February  1946,  when  he  signed  letters  of  intent  with  War  Assets 
Administration  by  which  he  leased  two  Government-owned  plants  in  Spokane, 
Wash  He  later  leased  a Government  plant  at  Baton  Rouge,  La.  By  July  1J46 
lie  and  his  organization  had  entered  production  and  were  marketing  aluminum. 
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Question  3.  How  did  Kaiser  interests  finance  their  aluminum  business? 

Answer.  Operating  funds  of  approximately  $20,000,000  were  obtained  from 
bank  loans  and  other  private  sources. 

Question  4.  At  ichat  terms  did  Kaiser  lease  Government  plants? 

Answer.  According  to  a pattern  established  by  War  Assets  Administration, 
requiring  fixed  minimum  annual  payments  based  on  70  percent  of  wartime  costs 
i ^ „Eban*:s'  Minimum  rentals  are  $1,000,000  for  the  first  year,  increasing 
to  $4,167,900  per  year  in  the  fifth  year.  In  addition,  Kaiser  pays  all  taxes,  in- 
surance and  maintenance.  Plants  are  leased  for  5 years,  with  options  on  renewal 
or  purchase. 

Question  5.  Was  Kaiser  given  a favored  opportunity  to  lease  these  plants? 

Answer.  No.  Shortly  after  VJ-day,  RFC  (then  the  disposal  agency)  wired 
224  leading  companies  in  the  metal  and  mctaf- working  industry,  inviting  leasing 
proposals. 

Question  6.  Is  Kaiser  manufacturing  aluminum  only  for  his  own  industries? 

Answer.  No.  Most  of  his  initial  production  has  gone  to  outside  industries, 

50  percent  of  them  on  the  west  coast.  Kaiser  aluminum  is  appearing  throughout 
American  households  and  industry,  can  already  be  found  in  products  ranging 
irom  airmift,  ships  and  automobiles  to  commercial  refrigerators,  appliances  and 
air-conditioning  systems.  Kaiser  will  make  full  use  of  aluminum  in  his  own 
automobile,  housing,  shipbuilding,  and  aircraft  enterprises. 

Question  7.  I $ Kaiser  a major  competitor  in  aluminum  f 

Answer.  Yes.  Annual  capacity  of  his  three  integrated  plants  is  equal  to  70 
pel  cent  of  total  prewar  annual  consumption.  His  operations  are  third  largest 
among  three  national  competitors.  His  plants  soon  will  produce  24,000  000 
pounds  per  month. 

Kaiser  has  obtaind  privately  owned  bauxite  rights  in  South  America.  The 
Baton  Rouge  plant  can  convert  bauxite  into  1,000,000,000  pounds  of  alumina 
annually ; the  Mead  reduction  plant  at  Spokane  can  reduce  alumina  to  aluminum 
ingot  at  the  rate  of  216,000,000  pounds  each  year ; the  Trentwood  rolling  mills 
at  Spokane  can  finish  288,000,000  pounds  of  plate,  sheet  and  strip  yearly  At 
peak  opration,  the  3 plants  will  employ  4,500. 

Question  8.  Is  Kaiser  meeting  his  announced  production  schedules? 

Answer.  Yes,  and  better : 


Production 

Scheduled 

Actual 

July  1946.. 

Pounds 

Pounds 

August  1846 

8, 000, 000 

9, 064, 000 

Question  9.  Has  Kaiser  entered,  postwar  housing  on  a large  scale? 

by  fonu,"K  a company  known  as  Kaiser  Community  Homes 
with  F rite  B.  Burns,  a prominent  Los  Angeles  builder. 

Question  10.  What  is  the  program  of  Kaiser  Community  Homes? 

a)  T°  bulld  low-cost  houses,  on  lots  developed  by  Kaiser  Com- 
Ho“es  from  raw  acreage.  Kaiser  and  Burns  have  announced  their 
ii  tentions  of  creating  houses  for  average  families  which  are  structurally  sound, 
functionally  efficient,  economical,  more  productive  of  satisfying  living  than  the 
small  home  has  ever  been.  . 

(2)  To  build  not  only  better  houses,  but  better  communities.  Whole  com- 
munities are  being  erected,  complete  with  shopping  centers,  providing  planned 
aieas  for  churches,  playgrounds  and  schools  for  full  living. 

Question  11.  Is  Kaiser  Community  Homes  building  homes  now? 


Approved  For  Release  2003/10/10  : CIA-RDP64B00346R000400060002-4 


Approved  For  Release  2003/10/10  : CIA-RDP64B00346R000400060002-4 

678  SHIPYARD  PROFITS 


Answer.  Yes : 

Construction  under  way  on  over  1,000  homes. 

Foundations  being  poured  at  rate  of  20  per  day.  . . 

Los  Apgeles  plant  (largest  of  its  kind  in  world)  producing  subassemblies 

for  10  homes  per  day. 

By  mid-October  this  production  will  increase  to  20  homes  pel  day. 

Question  12.  Where  we  homes  being  constructed f 

Answer.  Kaiser  Community  Homes  building  on  large  tracts  at  ban  Jose,  caui., 
.Santa  Clara,  Calif.,  Ontario,  Calif.,  North  Hollywood,  Calif.,  Los  Angeles,  Calif. 
(Westchester),  Los  Angeles,  Calif.  (West  Side  Terrace). 

Affiliated  companies  building  at  Portland,  Oreg.,  Willow  Run,  Mich. 

Sites  bein;  gprepared  by  Kaiser  Community  Homes  at  Monterey  Park,  ca  i 
Compton,  Calif..  Oakland  Area,  Calif.  . ..  , . 

Total  lan4  holdings  of  Kaiser  Community  Homes  and  affiliates,  including  land 
being  built  upon  and  land  being  developed : 11,500  lots. 

Question  13.  Has  Kaiser  Community  Homes  completed  any  homes ? 

Answer.  Over  200  homes  completed  for  veterans’  program.  (As  called  for 
by  Wilson  Wyatt,  National  Housing  Administrator,  Kaiser  Community  Homes 

is  now  building  exclusively  for  veterans.) 

Question  14.  Are  any  of  these  homes  occupied t 

Answer.  All  of  "hem.  Veterans  are  moving  in  as  fast  as  homes  are  completed. 
Question  15.  Is  Kaiser  Community  Homes’  program  in  compliance  with  Wilson 

WAnswerr0Yesm"'[t  is  building  two-  and  three-bedroom  homes  for  veterans  at 
the  lowest  possible  cost  during  the  current  price  and  material  situation.  Homes 
are  selling  for  $7,000  to  $8,500,  including  house,  lot,  garage,  complete  street  im- 
provements and  ii  tilities.  „ , 

Question  16.  How  many  houses  will  Kaiser  Community  Homes  build  this  year 

W Answer.  2,000  homes  in  1946,  10,000  homes  in  1947  (200  per  week)  despite: 

1.  Materials  shortages. 

2.  Erecting  a plant  from  scratch. 

3.  Irreducible  6 to  9 months  time  needed  to  prepare  community  building 
sites 

Question  17.  How  is  Kaiser  Community  Homes  being  financed ? 

Answer.  $5,000,000  of  private  funds  now  invested  in— 

Land  and  street  improvements * 

Materials  and  payrolls 1>  “ ’ ^ 

Plant  and  equipment 

Question  18.  Has  Kaiser  Community  Homes  received  Government  aid? 

Answer.  It  is  1 00  percent  privately  financed.  No  subsidies,  RFC  loans,  or  other 
Government  funds  have  been  sought. 

Question  19.  How  large  is  the  Los  Angeles  plant? 

Answer.  Largest  preassembly  plant  in  existence,  and  also  the  largest  wood- 
working plant  west  of  Chicago,  It  occupies  15  acres,  has  been  completely  built 
* and  equipped  in  the  period  since  March  1946. 

Question  20.  How  does  it  operate ? , 

Answer.  The  main  part  of  the  home,  i.e.,  the.  chassis,  is  made  up  of  subassem- 
blies built  'in  the  plant,  loaded  on  trucks,  shipped  to  community  sites  and  as- 
sembled on  the  foundations.  Subassemblies  are  skilfully  adapted  to  site,  erected 
under  hiehlv  engineered  and  mechanized  precision  techniques.  Roof,  garage, 
norches,  exterior  surfaces,  plumbing,  electrical  installations  and  general,  comple- 
tion are  site-operations.  This  method  introduces  economy  plus  quality  in  struc- 

tUQuestion  21.  How  many  workmen  are  employed  by  Kaiser  Community  Homes? 

Answer.  Over  1,000,  in  plant  and  field.  All  are  employed  under  A.  F.  of  L. 
union  contracts. 

IKON  AND  STEEL 

Question  22.  Has  peacetime  reduced  operations  at  Fmtam  ? 

Answer  ■ No.  Fontana  is  now  operating  at  capacity,  with  its  output  contracted 
to  peacetime  users  well  into  1947.  Every  major  steel  fabricator  and  distributor 
on  the  west  coast  is  a Fontana  customer.  Revisions  to  rolling  mills  should  be 
completed  ithis  year.  Set  for  completion  by  June  1947  are  a pipe  mill  for  making 
urgently  needed  (4-inch  to  4-inch  butt-weld  pipe,  and  cold-rolling  facilities.  In 
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addition  to  marketing  a dozen  byproducts,  Fontana  has  recently  contracted  to 
furnish  slag  to  a mineral-insulation  manufacturer  employing  a new  process. 

Question  23.  Is  Fontana  important  to  western  economy? 

Answer  Vitally  so,  and  therefore  important  to  the  Nation  since  national 
economy  cannot  be  sectional  ized.  The  fact  has  been  repeatedly  published  by 
impartial  industrial  and  Government  authorities.  Steel  is  now  short  in  supply, 
shipments  from  eastern  plants  have  decreased,  while,  in  the  face  of  an  expand- 
ing economy,  the  capacity  of  eastern  plants  is  descending  due  to  attrition. 

Question  24.  Is  Fontana  producing  steel  economically  ? 

Answer.  Yes.  Its  present  operating  cost,  without  abnormal  fixed  charges  is 
below  or  equal  to  the  average  of  all  steel  plants  in  the  United  States.  With 
needed  improvements  to  correct  war-built  deficiencies  (part  of  which  are  now 
■being  constructed),  it  will  become  one  of  the  lowest-cost  plants  in  the  Nation, 
and  it  is  located  in  its  primary  market. 

Question  25.  Why  does  Kaiser  call  fixed  charges  at  Fontana  “abnormal"? 

Answer,  Because  they  are  carried  over  from  wartime,  on  facilities  dictated  by 
wartime  requirements  and  War  Production  Board  restrictions.  Payment  at 
100  cents  on  the  dollar  for  wartime  installations  constitutes  an  abnormal  charge 
against  Fontana’s  peacetime  operations,  according  to  the  judgment  of  impartial 
engineering  sources.  In  competition  with  the  Geneva  plant,  sold  to  United 
States  Steel  Corp.  for  20  cents  on  the  dollar,  Fontana  can  be  forced  out  of 
business  by  the  burden  of  its  present  fixed  charges. 

Question  26.  It  has  been  said  that  there  arc  not  sufficient  ore  reserves  avail- 
able to  support  this  plant.  Is  this  true? 

Answer.  No.  California  ore  reserves  in  Eagle  Mountain  alone  are  sufficient 
to  operate  Fontana  for  over  50  years.  Eagle  Mountain,  near  Fontana,  was 
recently  purchased  by  Kaiser. 

AUTOMOBILES  ' 

Question  27.  Did  Willow  Run  involve  Government  financing ? 

Answer.  No.  Kaiser-Frazer  was  financed  by  public  stock  issues  which  were 
heavily  oversubscribed.  The  Willow'  Run  plant  was  leased  for  manufacturing, 
and  a portion  of  the  Douglas  Aircraft  plant  at  Long  Beach,  Calif.,  was  leased 
for  assembly  of  cars  and  other  products.  Both  plants  were  leased  from  the 
Government. 

Question  28.  Is  Willow  Run  in  production? 

Answer.  Yes.  Eight  months  after  Kaiser-Frazer  engineers  entered  the  bare 
plant,  Willow  Run  was  producing  automobiles.  Distribution  from  production 
lines  is  now  being  made  to  dealers,  at  completion  of  which  delivery  will  begin 
to  the  public.  Of  the  total  Willow  Run  production,  two-thirds  are  Kaiser 
Specials,  one-third  are  Frazers. 

Question  29.  Will  buyers  of  Kaiser  and  Frasier  cars  have  service  and  parts 
ready  available  to  them ? 

Answer.  Yes.  The  Kaiser-Frazer  service  and  marketing  organization  has  been 
Carefully  established.  4,200  independently  financed  dealers  in  the  United  States 
were  chosen  out  of  40,000  applicants  primarily  for  their  auto  experience.  The 
Kaiser  Special  car  is  distributed  direct  from  the  factory-  The  Frazer  car  is 
marketed  through  157  distributors.  Each  distributor  maintains  a complete  ware- 
house of  parts  for  both  cars.  Each  dealer  maintains  full  service  facilities.  The 
Kaiser-Frazer  dealer  organization  is  already  equal  to  national  marketing  or- 
ganizations which  have  taken  other  big  car  manufacturers  years  to  build. 

magnesium'. 

Question  30,  Will  Kaiser  continue  in,  the  magnesium  business  in  peacetime  com- 
petition? 

Answer,  Yes,  he  is  aiming  at  active  competition  with  Dow,  who  is  presently 
the  sole  producer  of  prime  magnesium. 

Question  31.  What  arc  the  resources  of  Kaiser  and  his  associates  in  this  field ? 

Answer.  The  following  plants:  Permanente  magnesium  plant,  Permanente, 
Calif.;  Magnesidm-oxide  plant,  Moss  Landing,  Calif.;  Dolomite  plant;  Natividad, 
Calif. 

Fixed  assets,  machinery,  and  equipment  of  the  above,  plants  were  valued  at 
over  $20,000,000  as  of  July  31,  1946.  In  addition,  Permanente  has  an  invest- 
ment of  $750,000  in  patent  rights  and  assignments.  - 

' Question  32.  Are  the  costs  involved  in  Permanente’ s carbothermic  process 
adverse  to  competition  with  Dow’s  electrolytic  process ? 


Approved  For  Release  2003/10/10  : CIA-RDP64B00346R000400060002-4 


Approved  For  Release  2003/10/10  : CIA-RDP64B00346R000400060002-4 

680  SHIPYARD  PROFITS 

ApswerJ  No.  An  improved  carbothermic  process  has  been  developed  over 
the  past  18  months  and  at  private  expense  at  Permanente.  It  is  now  being 
adapted  to  full-scale  operation.  Under  this  improved  process,  production  costs 
attained  will  be  competitive  with  the  Dow  process. 

Question  33.  Why  is  the  unproved  process  more  economical  than  before t 

Answer.  \ In  effect,  the  improved  process  intercepts  the  product  in  the  middle 
of  the  former  process,  after  which  the  magnesium  is  removed  as  a liquid  in  a 
simple,  continuous  furnace.  The' former  batch  process  involved  the  operation 
of  a large  amount  of  equipment  and  necessitated  repeated  rehandling  of  the 
product.  This  has  now  been  eliminated. 

Question  34.  J)oes  Kaiser  plan  large-scale  magnesium-producing  operations? 

Answer.  Yes.  He  is  convinced  that  a substantial  market  for  magnesium  will 
be  developed.  Consumption  of  magnesium  now  shows  a steady  monthly  increase. 

Its  future  is  encouraged  by — 

(1)  Unlimited  supply  of  magnesium  raw  materials. 

(2)  One-third  lighter  than  aluminum. 

(3)  Welds,  casts,  machines  easily,  as  compared  to  other  materials. 

Question  35.  Where  does  he  consider  that  magnesium  will  be  used  in  quantity? 

Answer.  | In  a)  iy thing  that  moves  or  is  movable.  Extensive  uses  can  be  de- 
veloped in  the  transportation  field  alone.  (Kaiser  has  used  60  percent  mag- 
nesium in | the  body  of  his  recently  completed  60-foot  articulated  bus.) 

| ■ GYPSUM 

Question  36.  When  did  Kaiser  enter  the  gypsum  field? 

Answer,  j In  It  44,  when  he  concluded  an  agreement  with  Standard  Gypsum 
Co.,  Inc.,  a long-established  gypsum  plaster  company  in  southern  California. 
Assuming  control  under  .the  agreement,  Kaiser  is  building  west-coast  gypsum 
plants  and|  other  improvements  costing  in  excess  of  $1,000,000. 

Question;  37.  What  ivill  Standard  Gypsum  produce? 

Answer.  The  modernized  plaster  mill  at  Long  Beach,  Calif.,  will  shortly  be 
in  production  of  a full  line  of  gypsum  plasters.  A new  mill  for  making  gypsum 
wallboard,  lath,  and  sheathing  is  under  construction,  due  for  completion  in 
January  1947.  Civilian  Production  Administration  has  approved  continuation 
of  construction  since  products  from  these  facilities  will  help  alleviate  serious 
building  material  shortages. 

Question;  38.  Was  this  company  privately  financed? 

Answer.  Entirely. 

CEMENT 

Question'  39.  Have  Kaiser  cement  operations  retrenched  since  VJ-day ? 

Answer,  ^o.  The  Permanente  Cement  plant  (world’s  largest)  is  operating 
at  capacity  for  peacetime  users.  New  distribution  facilities  at  Seattle  have 
just  been  completed  which  include  a dock,  silos,  sacking  plant,  railroad  spurs, 
office  building.  These  supplement  facilities  already  established  at  Redwood 
City  and  Merced,  Calif.,  and  Honolulu.  In  continuous  production  since  it  was 
built,  Permanente  had  produced  over  25,000,000  barrels,  as  of  July  31,  1946. 

. i 

HEALTH 

Question  40.  Have  the  Kaiser  nonprofit  health  programs  been  made  available 
to  the  public ? 

Answer,  Yes;  at  both  Permanente  Foundation  (Oakland)  and  Northern  Per- 
manente (Vancouver).  A public  program  soon  will  be  made  available  at 
Fontana. 

Question!  41.  R as  the  public  responded? 

Answer.  Yes.  Public  membership  has  been  subscribed  largely  by  industrial 
and  union  groups.  Members  of  the  prepaid  health  program  who  are  not  Kaiser 
employees  comprise  85  percent  of  those  treated  In  Oakland,  70  percent  of  those 
treated  in  Vancouver  and  Portland.  In  Vancouver,  veterans  are  being  hos- 
pitalized on  a contract  basis  with  the  Veterans’  Administration,  ’which  provides 
that  50  percent  of  Northern  Permanente’s  300  beds  will  be  available  at  all 
times  for  veterans. 

Question  42.  Are  Kaiser  hospital  facilities  being  enlarged? 

Answer.  :Yes.  The  Oakland  Permanente  Hospital  has  been  expanded.  In 
July  1946  t;he  Permanente  Foundation  purchased  with  private  funds  a $200,000 
hotel  for  a;  nurses’  home  and  training  center.  Temporary  facilities  are  being 
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used  in  Portland,  Oreg.,  while  a new  $75,000  clinic  is  being  built  in  that  city. 
Postwar  public  enrollment  in  the  Kaiser  prepaid  health  programs  indicates  that 
continued  expansion  of  facilities  will  be  necessary. 

Question  43,  Has  Kaiser  interested,  himself  in  a paralysis  cure? 

Answer.  Yes ; with  Dr.  Herman  Kabat.  Following  a 4-year  development  of 
a new  therapy  involving  the  drug  prostigmin  and  a new  type  muscle  reeduca- 
tion, Dr.  Kabat  and  Mr.  Kaiser  announced  the  establishment  in  July  of  1946 
of  tiie  Kabat-Kaiser  Institute  for  Neuromuscular  Rehabilitation.  The  institute 
is  sponsored  by  the  Permanente  Foundation.  A 60-room  apartment  house  in 
Washington,  D.  C.,  has  been  purchased  to  serve  as  the  institute’s  first  hospital 
and  clinic. 

Dr.  Rabat’s  treatment  is  for  rehabilitation  of  persons  incapacitated  by  strokes, 
infantile  paralysis,  multiple  sclerosis,  certain  forms  of  arthritis,  and  brain  injuries 
at  birth. 

OTHER  POSTWAR  ACTIVITIES 

Question  44.  Has  Kaiser  continued  shipyard  operations  since  VJ-day? 

Answer,  Yes.  Drydocking,  repair  work,  and  conversion  have  been  carried  on 
at  Richmond  Yard  3 and  at  Swan  Island  Yard,  Portland.  From  January  1945 
to  July  1946  approximately  $38,000,000  of  ship  repairs  were  completed. ' Four 
other  yards  which  he  operated  in  wartime  have  been  or  are  being  turned  back 
to  WAA  for  disposal.  Kaiser  has  made  plans  for  shipbuilding,  repair,  and 
salvage,  in  the.  Richmond  yard  and  Swan  Island  yard  and  has  planned  creation 
of  other  industries  at  the  Richmond  and  Swan  Island  yards.  These  plans  are 
subject  to  the  Government’s  action  in  making  the  yards  available  for  lease  or 
purchase. 

Question  45.  What  is  Fleettcings  makings  today? 

Answer.  Military  aircraft,  aircraft  subassemblies,  stainless-steel  specialties 
household  appliances,  automobile  parts,  and  miscellaneous  aluminum  products. 

Question  46.  How  active  is  Kaiser  in  the  rock  products  field? 

Answer.  He  operates  sand  and  gravel  plants  at  Pleasanton,  Antioch  Upton 
Felton,  and  Oroville,  Calif.,  and  one  at  Seattle,  Wash.  He  has  been  a leader 
in  this  field  many  years.  Production  innovations  which  he  installed  15  years 
ago  are  now  standard  practice  in  the  industry.  In  addition  to  his  producing 
units,  Kaiser  operates  four  major  batching  and  ready-mix  concrete  plants  on 
the  west  coast,  and  several  others  in  conjunction  with  building-materials  deal- 
Over  a period  of  20  years,  sales  from  the  above  operations  total  over 
$20,000,000  to  date. 

Question  47.  What,  other  products  arc  marketed  by  Kaiser  interests? 

Answer.  Chemicals,  ferroalloys,  refractories,  limes,'  machinery,  fertilizers 
dolomite  products,  and  others.  Kaiser  interests  are  actively  engaged  in  the  con- 
tracting field.  Kaiser  Engineers,  Inc.,  a large  firm  incorporating  top  talent  in 
all  heavy-engineering  fields,  is  presently  engaged  in  projects  and  studies  in  the 
United  States  and  foreign  countries.  The  experimental  division  of  Henry  J 
Kaiser  Co.  is  engaged  in  research  on  plastics,  building  materials,  mechanical 
cores  for  modern  homes,  aluminum  applications,  private  planes  household 
appliances,  etc. 

Section  IV.  Prewar  Kaiser  Activities 


PERSONAL  HISTORY 


Question  1.  When  and  where  was  Henry  John  Kaiser  born? 

Answer.  May  9,  1882,  Sprout  Brook,  N.  Y. 

Question  2.  Who  were  his  parents? 

Answer.  Mother,  Mary  Kaiser ; father,  Francis  (Frank)  J.  Kaiser. 

Question  3.  What  uxis  his  father’s  occupation? 

Answer.  Shoe  factory  mechanic. 

Question  4.  What  was  the  financial  situation  of  his  family? 

Answer.  Moderate  means. 

Question  5.  What  axis  the  ( xlcnt  of  Henry  Kaiser’s  schooling?' 

Answer.  Formal  education  stopped  just  before  the  eighth  grade. 

Question  6.  What  was  his  religious  training  and  what  are  his  present  church 


Answer.  Henry  Kaiser  was  christened  in  the  Lutheran  Church.  He  and  ail  the 
members  of  his  family  were  confirmed  in  the  Episcopal  Church  on  July  30.  1939 
Question  7.  What  are  his  political  affiliations ? 

Answer.  None. 
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Question  8.  Whom  did  he  marry?  ,,  „ 

Answer.  Bessie  Fosburgh,  of  Boston,  Mass.,  on  April  8,  190 1 . 

Question  8.  JDo  They  have  any  children?  .......  „ T . 

Answer.  Edgar  F.  Kaiser,  born  Spokane,  Wash.,  July  29, 1908;  Henry  J.  Kaiser, 

Jr.,  born  Everett,  Wash.,  February  18,  1917. 

Question  10.  Where  does  he  live? 

Answer.  Oakland,  Calif. 

EARLY  BUSINESS 

Question  11.  What  training  did  he  have  before  entering  business  for  himself  ? 
Answer.  (1)  Cr.sh  boy  and  later  salesman  at  J.  B.  Wells  Dry  Goods  Store, 

Ut(2)’  General  work  at  F.  E.  Colwell  Co.,  wholesale  and  retail  dealers  in  photo- 

^^S^ShTpptog ’aridMling  clerk,  later  salesman  for  W.  A.  Semple,  wholesale  and 
retail  dealer  in  photographic  supplies,  Utica,  N.  Y.  . _ , , 

(4)  Junior  partner  in  photographic  Arm  of  Brownell  & Kaiser  Lake  Placid, 

N.  Y.  Became  sole  owner  in  about  a year  and  opened  shops  in  Daytona  Beach 

Salesman  for  McGowan  Bros.  Hardware  Co.,  Spokane,  Wash. 

(6)  Salesman  for  Hawkeye  Fuel  Co.,  Spokane,  Wash. 

(7)  Salesman  and  manager  of  paving  contracts  tor  A.  J.  Hill  Co.  (later  take 
over  by  Canadian  Mineral  Rubber  Co.),  Spokane,  Wash. 

kaiser  ventures 

Question  12.  What  was  Mr.  Kaiser’s  experience  after  entering  business  for 

h Answer ^U)  ^EVorn  1914  to  1919  he  carried  on  paving  operations  in  British 
Columbia  under  the  name  of  Henry  J.  Kaiser  Co.,  Ltd.  Approximate  dollar 

to  1921,  paving  operations,  under  the  name  of  Kaiser  Paving 
Co.,  in  Washington  and  Idaho.  Approximate  dollar  volume  $2,500,000. 

(3)  From  1921  to  1928,  paving  operations  in  California,  under  the  name  ot 

Kaiser  Paving  Co.  Approximate  dollar  volume  $4,800,000.  . 

(4)  From  1927  to  1930,  paving  opertions  in  Cuba,  under  the  name  of  Kaiser 

Paving  Co.  Approximate  dollar  volume  $20,000,000  . Qf>,  ,, 

(5)  During  the  period  of  highway  construction  in  California  (1923-30)  the 

Kaiser  Paving  Co.  built  two  earthfill  dams,  one  at  Vallejo  and  one  near  Stirling 
Oitv  Calif  Approximate  dollar  volume  $543,000.  , . . 

(6)  In  1928  1029,  and  1930,  Kaiser  Paving  Co.  built  levees  on  the  Mississippi 

E1  S8S°“tel-K.I«er  Co.,  U.l,  corntruoted  the 

following  Kane.,  line  (1930).  abont  140  miles  between  Garfield, 

Kans.,  and  Beaver  City,  Okla.,  for  the  Continental  Construction  Corp.  Ap- 
proximate dollar  volume  $897,000. 

B.  77  miles  of  natural-gas  pipe  line  between  Dumas  and  Lefors, , Tex., o 
the  Texoma  Natural  Gas  Co.  (1930-31).  Approximate  dollar  volume 

^c!’<290  miles  of  pipe  line  running  thrqugh  Texas,  New  Mexico,  Arizona, 
and' Mexico,  for  the  Western  Gas  Co.  (1931).  Approximate  dollar  volume 

^ D.  199  mi.es  from  Elliston  to  Butte  and  Anaconda,  Mont.,  for  Phoenix 
Utility  Co.  (1931).  Approximate  dollar  volume  $403,000. 

E.  217  miles  In  the  State  of  Arizona  for  Western  Gas  Co.  (1933).  Appiox- 
imate  dollar  volume  $776,000.  , . ,,  . 

Ail  of  the  above  construction  contracts  were  performed  with  private  financing. 
Question  13.  When  did,  he  enter  the  sand  and  gravel  business? 

Answer.  From  the  earliest  paving  operations  he  supplied  much  of  the  e 
auired  sand  and  gravel.  Commercial  production  began  at  Black  Butte,  Cal  ., 
in  connection  with  paving  operations  there.  This  plant  operated  from  19-1  to 

1930.  Sales  totaled  approximately  $278,000.  pnternrise 

Sand  and  gravel  operations  were  established  as  an  independent  entei ipru 
at  Livermore,  Calif.,  in  1923.  This  plant  operated  until  1931, 
during  which  period  it  produced  more  than  3,000,000  tons.  Sales  were  in  excess 
of  $1,375,000. 
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Question  14.  Does  he  still  engage  in  this  business? 

Answer.  (1)  Yes.  The  Radum  plant  at  Pleasanton,  Calif.,  has  processed  more 
than  17,900,000  tons  of  material  since  1931.  It  continued  to  operate  and  its  sales 
to  date  are  in  excess  of  $13,000,000. 

(2)  Sand  plants  at  Antioch  and  Felton,  Calif.,  have  processed  more  than 
2,000,000  tons  and  sales  have  aggregated  more  than  $900,000. 

(3)  The  Upton  Rock  plant,  near  Oakland,  Calif.,  began  operations  in  1939 
and  has  processed  approximately  1,000,000  tons.  Sales  approximate  $640,000. 

The  Orovllle,  Calif.,  rock  plant  has  processed  in  excess  of  3,300,000  tons  of  ballast 
and  commercial  rock.  Sales  have  totaled  about  $1,700,000. 

(4)  A number  of  disturbing  units  for  aggregates  and  ready-mixed  concrete 
trucks  are  maintained.  Sales  from  distributing  facilities  to  date  approximate 
$3,300,000. 

Question  15.  When  did  Kaiser  enter  the  cement  business? 

Answer.  In  1939,  when  Kaiser  and  his  associates  formed  the  Permanente 
Corp.,  which  later  became  the  Permanente  Cement  Co.  The  plant  was  designed 
and  built  by  Kaiser  engineers.  Construction  began  June  1939  and  cement 
was  produced  December  1939.  Plant  was  originally  constructed  to  supply  7,000 
barrels  per  day  for  Shasta  Dam  contract.  It  was  enlarged  to  14,000  barrels 
per  day  (5,000,000  per  year)  during  war  to  supply  all  bulk  requirements  of  Pacific 
war  theater,  as  well  as  domestic  contracts  and  installations  in  Panama  Canal 
Zone. 

Question  16.  'Did  Kaiser  enter  the  shipbuilding  business  before  World  War  II 9 

Answer.  Yes  ; as  follows  : 

(1)  In  1939  Kaiser  and  associates  joined  50-50  with  Todd  Shipyards  and 
founded  the  Seattle-Tacoma  Shipbuilding  Corp.  This  company  submitted  a low 
competitive  bid  to  the  United  States  Maritime  Commission  in  July  1939  for  con- 
struction of  five  C-l  cargo  vessels.  In  a shipyard  privately  constructed  at  Tacoma 
the  five  vessels  were  completed  September  1941. 

The  five  vessels  were  part  of  USMC’s  prewar  long-range  program  of  construct- 
ing 50  ships  per  year  in  accordance  with  the  Merchant  Marine  Act  of  1936 

In  addition  to  Kaiser,  who  served  as  a director,  J.  A.  McEachern  and  C.  A.  Shea 
served  as,  vice  president  and  director,  respectively,  of  Seattle-Tacoma.  Both 
these  men  had  shipbuilding  experience  and  had  participated  in  the  World  War  I 
shipbuilding  program.  Shea  was  associated  with  North  Pacific  Shipbuilding  Co. 
McEachern  headed  the  J.  A.  McEachern  Co.;  both  companies  built  ships  in  the 
northwest  during  the  first  world  war. 

^ {?]  1,1  December  1940  Kaiser  and  associates  joined  with  Todd  to  form  T'odd- 
Califorma  Shipbuilding  Corp.  and  contracted  with  the  British  Government  to 
build  a 7-way  shipyard  and  30  cargo  ships.  The  yard  was  completed  at  Richmond, 

August  1941.  In  February  1942  the  operation' of  the  yard  and  the  ship  contract 
were  absorbed  by  Kaiser  and  associates  when  they  bought  out  Todd  The  yard 
became  Richmond  Yard  1.  It  completed  the  30  ships  for  the  British  in  1942.  ' 

■i">.  Participation  and  association  with  the  above  companies  and  early  ship- 
building,  by  Kaiser  and  others  who  later  became  officers  and  directors  * of  the 
™ri°us  Kaiser  shipbuilding  companies,  resulted  in  “know-how”  demonstrated  in 
1942  when  Kaiser  yards  broke  shipbuilding  records. 

Question  17.  What  were  Henry  Kaiser’s  other  prewar  business  activities  * 

Answer.  They  consisted  of  a large  number  of  construction  projects  carried  on 
as  joint  venture  or  syndicate  operations  with  other  contracting  firms. 

■/  * 

JOINT  VENTURES  AND  SYNDICATE  OPERATIONS 

YfaLis.  meant  *V  thc  “joint  venture”  or  “syndicate”  operations  so 
often  mentioned  in  Kaiser  construction  activities  f 

The  0rigiIUil  syndicate  agreement  to  which  Henry  Kaiser  was  a party 
covered  the  association  of  contractors  known  as  “Six  Companies,  Inc.”  for  the 
ThTml’c  of  Boulder  Dam.  The  companies  participating  were  the  following- 
J F SheaCCo  Dm  p Cfl"  ^fonald  & Kahl1  Co->  Ltd.,  Morrison-Knudson  Co.] 

*•  >• 

asreenl(?nt,  the  various  phases  of  the  work  were  allotted  to  the 
fpfrf fho ^ S'  ,,K^ein,ive  responsibilities  were  exercised  by  an  executive  commit- 
tee of  the  board  of  directors.  The  construction  of  Boulder  Dam  wfs  the  o“m- 
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dicate  in  which  no  single  party  to  the  agreement  sponsored  or  managed  the  entire 
effort.  In  subsequent  syndicates  one  of  the  companies  lsnown  as  a “sponsor  ’ 
assumed  full  responsibility  for  operations  and  for  the  management  of  the  project 
to  its  comxdetion.  The  other  syndicate  members  had  only  financial  participation. 
Profits  were  distributed  in  proportion  to  the  investment  without  additional  com- 
pensation to  the  sponsor  of  the  project.  . 

Question  19.  What  ivas  Henry  Kaiser's  part  in  the  Six  Companies,  Inc.,  as 
regards  the  Boulder  Dam  Contract? 

Answer.  He  was  chairman  of  the  executive  committee  and  he  held  that  office 
until  the  completion  of  the  Boulder  Dam  contract. 

Question  20.  Henry  Kaiser’s  name  is  often  associated  with  three  of  the  major 
flood  control  and  irrigation  projects  in  the  West  which  followed  the  building  of 
the  Boulder  Dam.  What  part,  did  he  have  in  the  building  of  the  dams  on  Bonne- 
ville, Grand  'Coulee,  and  Shasta ? 

Answer.  (1)  The  Bonneville  Dam  near  Portland,  Oreg.,  was  a syndicate  opera- 
tion performed  by  the  Columbia  Construction  Co.,  consisting  of  W.  A.  Bechtel 
Co  the  IJtah  Construction  Co.,  MacDonald  & Kahn,  Inc.,  Morrison-Knudson  Co., 

Inc  , Henry  J.  Kaiser  Co.,  and  the  Kaiser  Co.,  under  the  management  and  sponsor- 
ship of  Henry  J.  Kaiser,  as  described  above  (June  1934  to  March  1938).  The 
contract  volume  of  this  project  was  in  excess  of  $16,500,000. 

(2)  The  project  at  Grand  Coulee  was  carried  on  under  two  separate  and  distinct 
contracts : («)  The  low  dam,  which  brought  the  structure  above  the  stream  level ; 

N (J)  the  high  dam,  or  superstructure. 

The  underwater  construction  of  the  Grand  Coulee  Dam  was  performed,  by 
Mason-Walsii-Atki  nson-ICier  Co.  Neither  Henry  Kaiser  nor  any  of  his  former 
associates  in  Six  Companies,  Inc.,  had  any  part  in  this  phase  of  the  work.  The 
contract  for  the  superstructure,  including  the  power  houses  and  the  pumping 
plant  foundation,  was  awarded  to  the  Consolidated  Builders,  Inc-.,  in  February 
1938.  This  organization  included  the  following  principals:  Henry  J.  Kaiser  Co., 
the  Kaiser  Co..  Pacific  Bridge  Co.,  MacDonald  & Kahn,  Inc.,  the  Utah  Construc- 
tion Co  Mbrrison-Knudsen  Co.,  Inc.,  J.  F.  Shea  Co.,  Inc.,  General  Construction 
Co.  and  Mason-Walsh-Atkinson-Kier  Co.  The  Henry  J.  Kaiser  Co.  was  the 
sponsor  and  manager.  This  contract  involved  the  pouring  of  5,500,000  cubic  yards 
of  mass  concrete.  The  total  dollar  volume  was  nearly  $41,000,000.  The  work  was 
completed  in  December  1942. 

(3)  Although  Henry  Kaiser  did  not  participate  in  the  contract  for  the  construc- 
tion of  the  Shasta  Dam,  he  was  awarded  the  contracts  for  the  cement  and  for  the 
aggregates  on  this  project.  On  his  low  bid  for  cement  alone,  he  saved  the  United 
States  Bureau  of  Reclamation  $1,693,866.80.  The  aggregate  contract  was  under- 
taken by  the  Columbia  Construction  Co.,  Inc.,  which  again  included  the  principals 
of  the  original  Six  Companies  together  with  certain  other  associates.  This  work 
was  under  the  sponsorship  of  the  Henry  J.  Kaiser  Co.  The  contract  involved 
the  processing  of  more  than  12.500,000  tons  of  sand  and  gravel  and  the  expendi- 
ture of  approximately  $7,700,000.  This  was  the  contract  on  which  a 9.6-mile  belt 
conveyor  whs  constructed  by  Kaiser  engineers  in  order  to  expedite  the  delivery 
of  sand  and' gravel,  at  a substantial  saving  to  the  Government. 

Question  21.  Were  these  the  only  syndicate  projects  which  he  sponsored  and 
managed? 

Answer.  No.  He  also  sponsored  the  following : volume 

1 Bonneville  Dock  Approach  Canal,  Bonnpville,  Oreg.  (1935-36) — $324,000 

2 Gray’s  Harbor  Jetty  No.  1,  Gray’s  Harbor,  Wash.  (1935-36)—  397,000 

3.  Gray’s  Harbor  Southern  Jetty  No.  2,  Gray’s  Harbor,  Wash.  _ 

(11)36-40) - - 4,  faU7,  UUu 

4.  Columbia  River  Rock  Jetty,  Ilwace,  Wash.  (1937-39)  iloo  Iwl 

5.  Grav’s  Harbor  Northern  Jetty,  Hoquiam,  Wash.  (1940-42) 1,720,000  . 

6.  Shore  Facilities,  Mare  Island,  Calif.  (1940-43)——- 9,63_,000 

7.  Los  Angeles  and  Long  Beach  Breakwater  (1941-42) 8,700,000 

8.  Mare  Island  shipyard  construction,  Vallejo,  Calif.  (1941-43)—  7, 922,  .000 

9.  Dry  dock,  Vancouver,  Wash.  (1944-45) 2, 900,  UOU 

Questin  22.  Were  these  the  only  syndicates  in  which  Kaiser  was  interested? 

Answer.  No.  lie  participated  financially  and  shared  the  risk  in  about.  75  other 
projects  sponsored  by  his  associates. 
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(Question  23.  Did  the  public  save  money  on  Kaiser’s  prewar  operations  as  well 
■as  Ms  wartime  operations  f 

Answer.  Here  are  but  three  examples  of  savings  on  prewar  public  projects  com- 
pleted by  Kaiser  and  liis  associates : 


Boulder  Dam $5,  000, 000  below  next  lowest  bid. 

Bonneville  Dam 500,  000  below  next  lowest  bid. 

Grand  Coulee  Dam 7,  250, 000  below  next  lowest  bid. 


Tlie  competitive  enterprise  of  Kaiser  and  his  associates  resulted  in  similar 
savings  on  most  of  their  prewar  projects.  Such  projects,  in  total,  amounted  to 
nearly  $400,000,000. 


In  reply  quote  initials 
B-37430 


Exhibit  36  ' 

General  Accounting  Office, 

Office  of  Comptroller  General, 

Washington  25,  June  16,  19  45, 


B-37463 

B-37485  ' 

MEMORANDUM  t 

During  the  past  it  has  been  the  practice  of  both  the  Navy  and  the  United  States' 
Maritime  Commission  to  use  exceedingly  high  estimates  of  cost  for  the  Construc- 
tion %f  vessels,  which  practice  redounds  to  the  benefit  of  contractors,  particularly 
in  connection  with  contracts  containing  penalty  and  bonus  provisions,  such  as 
contained  in  the  so-called  “price-minus”  form  of  contract.  The  higher. the  estimate 
the  .greater  the  saving  of  which  the  contractor  receives  50  percent. 

No#  the  so-called  “selective  price”  form  of  contract, has  been  placed  iii  operation. . 
This  form  of  contract  has  a nufge  of  prices  and  under  the  terms  of  the  contract 
the  contractor  is  required  to  select , the  price  at  which,  he  will  .construct  g vessel 
before  the  keel  is  laid  (in  some  Instances,  however,  the  contractor  lias  been  per- 
mitted to  select  the  price  on  many  vessels  which  have  been  completed  .under  other 
contracts  and  the  vessels  were  sailing  the  high  seas  at  the  time. of  transfer  to  the- 
“selective  price.”  form  of  contract.  , See  B-37430,  Pennsylvania;  Shipyards,  Inc., 
B-37463,  California  Shipbuilding  Corp.,  hnd 'B-37485,  Oregon  Shipbniljling Corn, ) , 
and  the  lower  the  price  selected,  the  higher  the  guaranteed  profit.  Therefore 
through  the 'establishment  of  a high  price  range  the  contractor  is  placed  in,  the 
position  of  being  able  to  select  the  maximum  profit. 

The  price  find  profit  ranges  on  three  specific  contracts  are  as  follows : 


Pennsylvania  Shipyards,  Inc.  ( contract  MOo-84978) 


Unadjusted  . : , . 4f a&imum 

vessel  price  ’ vessel  profit 

$2,200.000 $25,  000 

■ $2,150,000 30,000- 

$2,100,000 — — 35,000 

$2,050,000 40, 000 

$2,000,000 45,  000 

$1,950,000—- — ! ' 50;  00O 


Unadjusted  Maximum 

vessel  price  vessel  profits 

$1, 000,000 65,:000 

$1,850,000 ___  06,  000 

$1,800,000___ — 1 T-.ul'lll'ilZj  "'77,500 

$1,750,000- — 80,000 

$1,700,000 .100,  000 


The  contractor  selected  the  price  of  ;$2,100,9©0  for  the  first  nine  hulls  (several  of 
which  had  been  completed  and  delivered  at  the  time  of  execution  of  the  contract) 
with  a profit  of  $35,000  per  vessel,'  and  for  the  remaining  10  vessels  the  contractor 
selected  the  minimum  price  of  $1,700,000  per  vessel  with  a profit  of  $100(000  each 
or  a profit  increase  of  $65,000  per  vessel. (or. approximately  95  percent -increase  in 
profit). 

California  Shipbuilding  Corp  ( contract  MGc-SlflGJf) 


Unadjusted 
vessel  price 

$3,075,000- 

$3,000,000- 

$2,025,000- 

$2,850,000. 

$2,775,000- 

$2,700,000- 

$2,625,000- 


Mnximum 
vessel  profit 

— $38,  450 

— 47, 930 

— 57, 410 

— 66, 890 

— 70, 370 

— 85, 850 

— 95, 330 


Unadjusted 
vessel  price 

$2,550,000- 

$2,475,000- 

$2,400,000- 

$2,325,000- 

$2,250,000- 

$2,175,000- 


Maxlmum 
vessel  profits 

104,810 

114,200 

123, -770 

133,250 

— 142,730 
152,210 


98486—46 44 
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The  contractor  selected  prices  as  follows : 


Date  of  selection 


Mar.  1,  1945. ... 
Mar.  14, 1945.. 
Apr;  11.  1945  U 
May  25,  1945  .. 

Total--. 


Selected 

Profit  per 

Total 

Number 

price 

vessel 

profit 

of  vessels 

$2,  625, 000 

$95, 330 

$3,  717, 87(1 

39 

2,  400, 000 

123,  770 

866, 390 

2, 325, 000 

133,  250 

1, 332,  500 

10 

2,175,000 

152, 210 

3, 500, 830 

23 

Many  of  the  vessels  had  been  completed  and  delivered  at  the  time  of  execution 
of  the  contract. 

Oregon  Shipbuilding  Corp.  (Contract  MCc—3),763) 


Uncut  justed'  Maximum 

vessel  price  vessel  profit 

$3,  300,  000 $41,  200 

$3,  225,  000 50,  550 

$3,150,000 59,900 

$3,075,000. 69,250 

$3,  000, 000 — 78,  600 

$2,  925,  000 87,  950 

$2, 850, 000 97, 300 


Unadjusted  Maximum 

vessel  price  Pcssel  profit 

$2,775,000 • $106,650 

$2,  700,  000 , 116,  000 

$2,  625,  000 125,  350 

$2,  550,  000 134,  700 

$2,475,000 144,050 

$2,  400,  000 153,  400 

$2, 325,  000 162*750 


The  contractor  selected  the  price  of  $2,700,000  and  a profit  of  $116,000  each  for 
the  first  40  vessels,  and  $2,550,000  and  a profit  of  $134,700  per  vessel  for  the  re- 
maining 48  vessels.  The  contractor  may  further  Increase  his  profits  by  selecting 
ft  lower  price  before  the  keels  are  lftid  ftnd  in  view  of  the  high  price  range  the 
prospects  afie  that  the  contractor  will  select  the  minimum  price  for  some  of  the 
vesselsand  thereby  Increase  his  profits  to  $162,750  each  on  such  vessels  as  to 
which  theminimum  price  is  selected.  It  should  be  noted  that  17  vessels  bad  been 
delivered  (and  sailing  the  high  seas),  9 hulls  launched,  and  11  keels  laid  at  the 
time  of  execution  of  the  contract. 

In  view  of  the  inventory  situation  and  the  lack  of  cost  information,  the  Gov- 
ernment  is  at  the  mercy  of  contractors  under  such  contracts.  The  Commission 
has  little  or  no  information  on  costs,  which  is  clearly  demonstrated  bv  the  terms 
of  the  contracts. 

T.  H.  Reavis. 


B-37463 


General  Accounting  Office, 

Office  of  Investigations, 

June  20,  19), 5. 


Report  on; 


Maritime  Commission  Selective  Price  Contracts 
Shipbuilding  Corporation 


With  California 


^ Ivxfimi nation  of  the  records  of  the  United  States  Maritime  Commission  reveals 
that  as  of,  March  1,  1945,  the  Commission  entered  into  contract  No  MCc-34764 
(selective-price  contract)  with  the  California  Shipbuilding  Corp.  for  the  con- 
struction of  79  (design  VC2-SAP-2)  vessels.  Eighteen  of  the  vessels  were  origi- 
nally covered  by,  and  practically  completed  under,  contract  No.  MCc-15740  dated 
April  20,  1943,  and  45  of  the  vessels  were  originally  covered  by,  and  partially 
completed  under,  contract  MCc-30603  dated  July  18,  1944. 


1 

1 


:i  -fi  : 
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There  follows  a tabulation  showing  progress  of  construction  of  the  vessels  as 
Jfj 1945>  clate-  of  the  consolidation  under  selective-price  contract  No. 
MCcr34764,  and  as  of  May  1, 1945. 

• Contract  No.—  Hull  No. — Keel  lalrl  I T .mmpVirvt  I noliiroro/I 


MCc-15740.- 

Do 

Do 

Do. 

Do. 

Do 

Do 

Do—... 

Do 

Do 

Do. 

Do..*.... 

Do 

Do 

Do 

Do 

• Do 

Do 

MCc-30603.. 

Do 

Do 

Do 

Do. 

Do 

Do 

Do 

Do 

Do—  - 
Do-... 
Do..... 

Do 

Do 

Do 

Do 

Do 

Do 

Do 

Do 

Do 

Do 

Do 

Do... 

Bo:::::: 

Do 

Do 

Do 

Do 

Do-_„.,_ 

Do- 

Do 


MCV-67 

68 


16.1944 

19.1944 

26.1944 
3.  29,1944 

31.1944 
7.  3,1944 
v,  0,1944 
v.  13, 1944 
7.  20, 1944 
v.  21. 1944 
v.  25, 1944 

29. 1944 
J.  1, 1944 

2. 1944 
5.  6, 1944 
!.  12,1944 

15.1944 

19.1944 
y.  22,1944 
(.  28,1944 

29.1944 
. 9,1945 
. 12,1945 
. 13,1945 
, 16,1945 
, 19,1945 
. 24,1945 

. 27,  1945 

31.1945 
. 2, 1945 
. 9, 1945 
. 13,1945 
. 16,1945 
. 22,1945 
. 25,  1945 

28.1945 

2,1045 

6.1945 

9.1946  . 

14. 1946  . 
. 17, 1945  . 
. 22, 1945  . 
. 27,1945  _ 
. 30, 1945  . 

3. 1945  _ 

5. 1945  _ 

11.1945  . 

14.1945  . 

24.1945  _ 

27.1945  _ 


2.  6, 1944 

3.  12,1944 
3.  15,1944 
2.  19,1944 

2.  22,1944 

3.  27,1944 

3.  29,1944 
. 9, 1945 

. 11, 1945 
. 13,1945 
. 10,1945 
. 19,1945 
. 24,1945 
. 27,1945 
. 31,1945 
i.  2, 1915 

9, 1945 
13,1945 
i.  16,1946 
■.  22,1946 
. 24,1946 
. 28,1945 
r.  2,1946 
r.  6,1945 
r.  9,1945 
*.  14, 1946 
\ 17,1946 
\ 22,1946 
\ 26, 1946 
*.  30, 1945 
. 2, 1945 
. 5,1945 
. 1.1,1945 
, 14,1945 
, 19,1946 
, 23,1945 
, 27,1946 
, 30,1945 


mcc-34764 ::::::::::::::::::::  m3  oo ; 

Progress  Mar.  1,  1945 79~ 

Progress  May  1,  1945 79 


(March  1,  1945)  of  contract  MCc-34704, 
dd  keels  had  been  laid,  22  hulls  launched,  and  15  vessels  delivered  under  cost- 
plus  contracts  MCc-15740  and  MCc-30603. 

4 of  the  “soleel:ive  PL'ice”  contract  (MCc-34764)  provides : 

..  "he  Commission  will  furnish  at  the  Shipyard  to  the  Contractor  the  principal 
items  of  material,  machinery  and  equipment  and  certain  subcontract  work  to 
be  incorporated  m the  construction  of  each  Vessel,  which  items  are  listed  on 
Exhibit  A attached  hereto  and  made  a part  hereof.  Such  items  shall  be 

deducteddffom  rtf,  agreed  st™  o£  $1>175.000  Per  Vessel,  whicli  amount  shall  be 
rn  d f I H amounts  otherwise  payable  under  the  terms  of  this  contract. 

arnA  Ranges  are  made  in  the  plans  and  specifications  pursuant 
f f A t!f.1«3  hereof  ancl  the  Commission,  by  reason  thereof,  shall 

furnish  any  other  or  different  items  of  material,  machinery  and  equipment 
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or  shall  not  be  required  to  fiinilsh  any  such  item!  ho  adjustments  will  be  made  in 
the  afore-mentioned  agreed  slim  of  $1,175,000  .and  in  the  event  tliht  any  such 
changes  result  in  an  adjustment  of  the  contract  price  under  the  provisions  of 
Article  9 hereof,  the  items  of  material,  machinery  and  equipment  to  be  pur- 
chased by  the  Contractor  from  the  Commission  and  required  for  any  such  change 
shall  be  deemed  to  have  been  furnished  to  the  Contractor  at  the  same  cost  as  if 
the  change  had  not  been  made.  All  such  items  to  be  furnished  by  the  Commis- 
sion shall  be  delivered  at  the  Shipyard  as  and  when  they  are  needed  for  the 
orderly  prosecution  of  the  contract  work  in  accordance  with  the  schedule  of 
delivery  dates  set  forth  in  Article  5 hereof,  and  if  the  Commission  shall  fail  to 
so  furnish  any  of  such  items  it  shall  pay  the  Contractor  an  amount  equal  to  the 
actual  net  increase  in  the  cost  of  the  performance  of  work  hereinunder  due  to 
such  failure.  The  Commission  will  also  pay  to  the  Contractor  the  cost  to  it  of 
correcting  deficiencies  in  any  items  so  furnished  provided  that  the  Contractor 
shall  have  obtained  the  permission  of  the  Commission’s  duly  authorized  repre- 
sentative to  correct  such  deficiencies  and  shall  make  available  to  the  Commis- 
sion, or  Its  representative,  all  information  necessary  for  the  prosecution  by  the 
Commission  of  any  claim  against  the  seller  or  manufacturer  of  the  item  found  to 
be  deficient;,  and  the  Commission  shall  also  pay  the  cost  of  removing  and  re- 
installing any  item  furnished  by  ■ it  in  those  cases  where  the  moving  and  rein- 
stalling  any  item  furnished  by  it  in  those  cases  where  the  defect  therein  was  not 
discovered  until  after  it  had  been  installed  on  board  a Vessel.  The  Commission 
reserves  the  right  to  direct  the  Contractor  to  purchase  directly  any  item  listed 
on  said  'Exhibit  ‘A’  and  will  pay  :te  the  Contractor  the  actual  net  cost,  after 
deducting  all  rebites  and  refunds  which  have  accrued  to  the  benefit  of  the  Con- 
tractor or  the  item  so  purchased  in  accordance  with  such  directions.  The 
payments  if  any  to  be  made  by  the  Commission  under  the  terms  of  this  Article 
shall  be  In  addition  to  and  not  on  account  of  the  contract  price  or  the  payments 
to  be  made  thereof  under  Article  7 of  this  contract.  In  the  event  that  any  of  the 
material  fiirnish  ad  by  the  Commission  to  the  Contractor  pursuant  to  the  pro- 
visions of  this  Article  shall  become  scrap  or  excess,  the  Contractor  shall,  pur- 
suant to  directions  of  the  Commission,  sell  such  material  and  pay  to  the  Com- 
mission an  amount  equal  to  the  net  proceeds  of  the  sale  less  all  expenses  incurred 
bv  the  Contractor  in  connection  therewith.”  , . , 

‘ By  addendum  No.  1 dated  as  of  May  17,  1945,  the  amount  to  be  deducted 
for  material  furnished  by  the  Government  was  reduced  to  $1,082,546. 

In  view  of  the  provisions  of  article  4 of  the  contract  an  inventory  of  the 
material  and  equipment  which  had  been  purchased  and  paid  for  by  the  Govern- 
ment (incorporated  into  the  vessels  and  balance  on  hand  at  the  time  of  execution 
of  contract  MCc- 34764)  appears  of  prime  importance  if  the  interest  of  the  United 
States  is  to  be  adequately  protected.  Efforts  to  locate  such  inventory  to  date 

have  been  unavailing.  . . . , . . ..  . „ 

In  the  absence  of  accurate  inventories  of  material  incorporated  into  the  nulls 
and  on  hand  at  the  time  of  execution  of  contract  MCe-34764  (March  1,  1945), 
the  contractor  will  no  doubt  be  placed  in  an  advantageous  position  inimical  to 
the  Interest  of  the  United  States  in  view  of  the  provisions  of  article  10  (d) 

and  (e)  of  the  contract  which  provide: 

‘‘(d)  Prior  to  laying  the  keel  of  any  one  or  more  of  the  vessels  to  be 
constructed  hereunder,  the  Contractor  may  decrease  or  Increase  the  unadjusted 
vessel  price  for  each  of  the  vessels  the  keels  of  which  have  not  then  been  laid 
in  the  sum  of  $73,000  or  any  multiple  thereof,  provided  that  no  increase  may  be 
made  which  will  cause  such  unadjusted  vessel  price  to  exceed  the  sum  of 
$3  075,000.  The  Contractor  may  thereafter  from  time  to  time  in  like  manner 
and  subject  to  like  limitations  decrease  or  Increase  the  unadjusted  vessel  price 
for  each  of  the  Vessels  the  keels  of  which  have  not  then  been  laid.  In  the 
event  of  any  such  decrease  or  increase,  the  contract  price  shall  be  decreased  or 
increased,  as  the  case  may  be,  by  an  amount  equal  to  the  decrease  or  increase 
in  the  unadjusted  vessel  price  multiplied  by  the  number  of  vessels,  the  keels 
of  which  have  not  then  been  laid.  The  contract  price  as  so  adjusted  shall  be 
subject  to  the  farther  adjustments  theretofore  made  or  thereafter  to  be  made, 
pursuant  tio  the  provisions  of  the  preceding  Articles  8 and  9 hereof.  Each  notice 
of  election  to  decrease  or  increase  the  unadjusted  vessel  price  as  aforesaid  shall 
be  given  by  the  Contractor  in  writ  ing  to  the  Commission  and  sent  by  registered 
mail,  addressed  to  the  Secretary,  United  States  Maritime  Commission,  Washing- 
ton, D.  C.,  which  notice  shall  he  effective  upon  mailing. 
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*(e)  TRe  term  ‘Maximum  vessel  profit’  as  used  herein  shall  mean  an  amount 
based  on  the  unadjusted  vessel  price  determined  in  accordance  with  the;  following 
table : 


Unadjusted 
vessel  price  ; 

$3, 075, 000- 
$3,  000,  000- 
$2,  925,  000- 
$2,  850,  000- 
$2,  775,  000- 
$2,  700, 000_ 
$2, 625, 000- 


Maximum 
vessel  profit 

— $38,450 

— 47,930 

— 57, 410 

— 66, 890 

— 76, 370 

— 85, 850 

— 95, 330 


Unadjusted  Maximum 

vessel  price  vessel  profit 

$2,  550,  000 — ' $104, 810 

$2,  475,  000 114,  290 

$2,400,000 — 123;  770 

$2,  325,  000 - 133, 250 

$2,  250,  000 142,  730 

$2, 175,  000 152,  210 


In  the  event  of  a decrease  in  the  unadjusted  vessel  price  made  pursuant  to  the 
provisions  of  paragraph  (d)  hereof,  the  maximum  profit  shall  be  increased  by 
the  difference  between  the  maximum  vessel  profit  shown  on  the  preceding  table 
for  the  unadjusted  vessel  price  in  effect  prior  to  the  decrease  and  that  shown 
on  such  table  for  the  unadjusted  vessel  price  subsequent  to  such  decrease,  multi- 
plied by  the  number  of  Vessels  the  keels  of  which  have  not  been  laid.  In  the 
event  of  any  increase  in  the  unadjusted  vessel  price  made  as  aforesaid,:  .the 
maximum  profit  shall  bo  decreased  by  an  amount  equal  to  the  difference  between 
the  maximum  vessel  profit  shown  In  the  preceding  table  for  tire  unadjusted  vessel 
price  as.  so  Increased  and  that  shown  for.  the  unadjusted  vessel  price  as’  In 
effect  prior  to  the  increase,  multiplied  by  the  number  of.  Vessels  the  .keels  of 
which  have  not  been  laid.  In  no  event,  however,  shall  the  maximum  profit  as 
adjusted  under  the  provisions  hereof  exceed  the  sum  of  $12,024,590.” 

Article  32  of  the  contract  provides : 

“(a)  The  Commission  and  its  Chairman  have  determined  that  the  profits  to 
be  derived  by  the  Contractor  hereunder  can  bo  determined  with  reasonable 
certainty  when  ttie  contract  price  specified  was  established,  and  has  exempted 
this1  contract  from  the  provisions  of  subparagraphs  1 and  2 of  paragraph  (b) 
of  Section  403  of  the  Sixth  Supplemental  National  Defense  Appropriation  Act 
(Public  528,  77th  Congress,  2nd  Session)  as  amended  by  Title  VIII  of  Public 
Law  753  (77th  Congress,  2nd  Session)  and  Public  Law  235  ( 78th  Congress). 
It  is  hereby  agreed  that  the  contract  price  hereunder  shall  not  be  subject  to 
renegotiation,  nor  shall  the  Commission  have  any  right  to  retain  amounts  other- 
wise due  the  Contractor  or  require  the  repayment  by  the  Contractor  of  any 
profits,  except  as  hereinbefore  otherwise  expressly  provided.” 

Article  32  of  the  contract  appears  to  be  inconsistent  with  the  provisions’ of 
article  10,  particularly  in  view  of  a cost  spread  of  $900,000  (. $3,075, 000-^$2, 175,- 
000)  and  a profit  spread  of  $113,760  ($152,210— $38,450)  per  vessel  and  ! lie  pro- 
visions of  subsection  (a)  of  said  article  10,  as  follows: 

* * xhe  amonunt  of  such  profit  shall  be  determined  by  the  Commission 
pursuant  to  the  provisions  of  its  ‘Regulations  Prescribing  the  Method  of  De- 
termining Profit,  Adopted  May  4,  1939’  including  amendments  and  annotations 
to  September  1,  1941,  and  for  the  purpose  of  such  determination  the  contractor 
shall  make  such  statements  and  returns  to  the  Commission  as  It  shall  direct 
and  shall  also  make  available  to  Inspection  and  audit  by  representatives  of  the 
Commission  all  books,  files,  and  other  records  of  the  contractor.” 

The  records  show  that  prices  were  selected  as  follows  : 


Date  of  selection 

Selected 

price 

Profit  per 
vessel 

Total 
profit  ! 

Number 
of  vessels 

Mar.  1,  1945  

$2, 625, 000 

2. 400. 000 

2.325.000  . 
2, 175,  000  i 

$95, 330 
323,  770 
133,250 
152,  210 

$3, 717, 870 
866, 390 
l,  332,  500 
3, 500, 830 

39 

7 

. 10 
23 

Mar.  14,  1945  

Apr.  11,  1945 • 

frfay  25,  1945 

9,417,600 

79 

The  records  also  show  that  at  the  time  (March  1,  1945)  the  contract  was 
executed  36  keels  had  been  laid,  22  hulls  launched,  and  15  vessels  delivered, 
which  indicates  that  the  contractor  knew  or  should  have  known  the  cost  of  the 
vessels  before  the  contract  was  executed. 
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That  % price  range  is  toe  high  is  indicated  by  the  fact  that  on  May  25,  1945, 
the  contractor  selected  the  minimum  unadjusted  vessel  price  of  $2,175,000  and 
the  maximum  profit  of  $152,210  per  vessel,  and  in  view  of  the  foregoing  it  appears 
that  the  contractor,  instead  of  receiving  the  maximum  profit  of  $7,531,070  as 
limited  by  article  10  (c),  will  receive  a profit  of  $9,417,590  under  article  10  (e). 

The  statement  of  contracts  renegotiated  allows  that  profits  were  allowed  the 
contractor  in  the  amount  of  $23,901,325  for  the  construction  of  336  vessels  under- 
contracts' as  follows : 


Contract  No. 


Number  of 
vessels 


Renegotiation 
contract  No. 


Profit  allowed 


MCc-7785.  _ 
MOc-7786- . 
MGc-2128.  _ 
MCc-7834._ 
MCc-13097, 


31 

jgg  MCe  29119-330W,, | 

60 

112  MCo  33693-570W, 


Total  | 336  I 

Ayerage  profit  per  v;ssel  allowed  Under  MCc-29119-330W  (224  vessels). 
Average  profit  per  vessel  allowed  under  MCc-33693-570W  (112  vessels) _ . 
Average  profit  per  vessel  allowed  for  the  total  of  336  vessels, 


16,  551, 325 
7, 350,  900 

23, 901, 326 
73,890 
65, 025 
71, 135 


The  records  indicate  that  profits  will  accrue  to  the  contractor  under  selective- 
price  contract  MCc  34764  as  follows  : 


Nurabor  of  vessels 


Total  profit  Profit  on  vessel 


$3,717,870 
866,390 
1, 332, 500 
3, 600, 830 


Average  profit  per  vessel. 


It  will  be  noted  that  the  average  profit  allowance  per  vessel  under  the  selec- 
tive-price contract  is  67  percent  greater  than  the  average  profit  allowed  per  vessel 
for  the  326  vessels  covered  by  the  renegotiation  agreements.  While  a portion 
of  the  increase  may  be  accounted  for  due  to  the  decrease  in  deliveries  under  the 
selective-price  contract,  the  records  indicate  that  such  decrease  does  not,  exceed 
25  percent. 

It  is  also  to  be  noted  that  the  maximum  fees  allowable  under  the  contracts  for 
the  construction  of  the  336  EC-2  vessels  was  $140,000  each,  which  amount  was 
reduced  to  an  average  of  $71,135  each  under  the  hereinbefore  referred  to  rene- 
gotiation agreements,  as  compared  with  a maximum  profit  of  $152,210  per  vessel 
under  the  selective-price  contract,  which  profit  is,  under  article  32  of  said  selec- 
tive-price contract,  exempted  from  the  provisions  of  the  renegotiation  statute. 

In  connection  with  the  matter,  attention  is  invited  to  office  letter  dated  June 
7,  1945  (B-37430),  relating  to  a similar  contract  with  the  Pennsylvania  Ship- 
yards, Inc.  There  also  appears  for  consideration  the  contractor’s  investment  as 
compared 'with  that  of  the  Government  and  the  profit  limitation  of  10  percent  of 
the  contract  price  contained  in  section  505  (b)  of  the  Merchant  Marine  Act,  1986, 
as  amended,  where  the  entire  capital  investment  is  supplied  by  the  contractor. 

T.  H.  Reavis. 


General  Accounting  Office, 

Office  of  the  Comptroller  General, 

I Washington,  July  if  1945. 

In  reply  quote  initials 

B -37407 j 

B-37427 

B-374-30 

B-37463)  United  States  Maritime  Commission: 

B-37485 
B-39846 
B -398)65 J 
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MEMORANDUM 


jit  appears  that  shipbuilders  will  be  granted,  an  updue  advantage  of  the,  Gov- 
ernment under  the  so-called  selective-price  form  of  contract  due  to  the  high  and 
wide  range  of  contract  prices  from  which  the  contractors,  may  select  prices. 
There  follows  a statement  of  the  low  prices  selected  for  vessels  of  two  designs: 


r. . , ' Design  Ci-M-AVl 

The  price  and  profit  ranges  in  the  contracts  are  as  follows : 

Unadjusted  Maximum  I Unadjusted 

vessel  price  vessel  profit  vessel  price 


Maximum 
vessel  profit 


$2,  200,  000_. 
$2, 150, 000- 
$2, 100, 000- 
$2, 050,  000- 
$2,  000, 000_. 
$1, 050,  000. 


_ $25, 000 

30.000 

35.000 

40.000 

45.000 
..  50,000 


$1,  000,  000- 
$1,  850, 000. 
$1,  800,  000. 
$1,  750,  000. 
$1,  700,  000. 


$55, 000 
66,000 
77,  500 
89,  OOO 
100,  090 


Prices  selected  by  three  contractors  are  as  follows : 


Vessel  price  . 

Profit 

Commission 

material 

Pennsylvania  Shipyards,  Beaumont,  Tex 

Globe  Shipbuilding  Co.,  Superior,  Wis 

Frocmnilng  Bros..  Inc.,  Milwaukee.  Wis. 

$1, 700, 000 

1, 850,  000 
2, 200,  000 

$100,000 
66, 000 
25,000 

$802,000 

773.000 

802.000 

Note  the  wide  difference  In  contract  prices  for  vessels  of  the  same  design.  The 
contractors  assume  no  risk.  If  they  guess  too  low  on  the  first  keel  the  price  may 
be  raised  on  subsequent'keels  and  recoup  any  losses.  The  contractors  know  they* 
can  make  a profit  of  $25,000  per  vessel,  which  amount  may  be  increased  as  con- 
struction goes  on  based  on  cost  experience.  The  Government  gains  nothing  from 
the  east  experience  unless  it  can  be  said  that  the  shipbuilders  have  no  regard 
for  costs  when  the  Government  is  paying  the  bill. 


Design  VC-SI3-AP2 


The  price  and  profit  ranges  are  as  follows : 


Unadjusted 
vessel  price 


Maximum 
vessel  profit 


Unad  fasted 
vessel  price 


$3,075,000. 

$3,000*000. 

$2,925,000- 

$2,850,000- 

$2,775,000- 

$2,700,000 

$2,625,000- 


$38, 450 
47,  930 
57,  410 
66,  890 
76, 370 
85,  850 
95, 330 


$2,550,000. 

$2,475,000- 

$2,400,000. 

$2,325,000. 

$2,250,000- 

$2,175,000. 


Maximum 
vessel  profit 

$104, 810 

— 114,200 

— 123, 770 

— 133,250 

— 142,730 

— 152,  210 


Note  the  wide  price  range  to  select  from — high  $3,075,000,  low  $2,175,000 — a 
spread  of  $900,000. 

Prices  selected  by  three  contractors  are  as  follows  : 


Vessel  price 

Profit 

Commission 
m atonal 

Bethlehem-Fairflokl,  Baltimore,  Md. 

$2, 475, 000 
2, 175, 000 
2,  550,  000 

$114, 290 
152,  210 
104,810 

$t,  175,  000 
1, 175, 000 
1. 175,  000 

California  Shipbuilding  Corp.,  Los  Angeles,  Calif... 

Permanente  Metals  Corp,,  Richmond,  Calif 

Note  Kaiser  Co.  at  Los  Angeles,  Calif.,  selected  a price  of  $2,175,000  per  vessel 
whereas  the  Kaiser  Co.,  at  Richmond,  Calif.  (San  Francisco),  selected  a price ’of 
$2,550,000  for  vessels  of  the  same  design. 

The  so-called  selective-price  contract  is  nothing  more  than  a cost-plus  contract 
with  provision  for  Increasing  profits  through  reduction'  of  the  admittedly  high 
costs.  The  selective-price  contract  is  similar  to  the  so-called  price-minus 
contract,  tile  only  difference  being  that  under  the  latter  savings  under  the  esti- 
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mated  cos):  (selected  price)  are  divided  after  audit  with  the  contractor  on  60-50 
basis,  whereas  under  the  selective-price  contract  the  portion  of  the  savings  pay- 
able to  the  contractor  is  fixed  in  the  contracts,  based  on  costs  as  estimated  by 
the  eohtraptor. 

Since  the  selective-price  contracts  contain  an  escalator  clause  for  labor  and 
material  and  practically  all  material  is  supplied  by  the  Government  at  a fixed 
price  stipulated  :in  Jhe  contract,  regardless  of  cost,  the  contractor  not  only  assumes 
no  risk,  but  is,  in  effect,  guaranteed  excessive  profits  based  on  their  capital 
invested  as  compared  with  the  taxpayers,  investment. 

T,  H.  Reavis. 

X 
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